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Dear Sirs and Madams,

INTRODUCTION

CONNECTED TRANSACTION IN RELATION To

PROPOSED ISSUE OF CONVERTIBLE BONDS

UNDER SPECIFIC MANDATE

We refer to our appointment as the independent financial adviscr to advise the Independent Board

Commitiee and the Independent Shareholders in respect o11he Subscription Agreement and the

transactions contemplated thereunder (including the grant o1 Ihe 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 2 June 2025 (the "Circular"), of which this letter forms part

Terms used in this letter shall have the same nieanings as those defined in the Circular unless the

context requires otherwise

Reference is made to the Announcement, on 11 April2025 (after trading hours), the Company

entered into the Subscription Agreement with Existing Bondholder A, Mr. Lain Ching Kui (a connected

person of the Company), PUTSuant 10 which Existing Bondholder A conditionally agreed 10 subscribe for

and the Company conditionally agreed to issue the New Convertible Bonds in the principal amount of
HK$45,000,000

As at the Latest Practicable Dale, Mr. Lain Ching Kui, being Existing Bondholder A, is the

ultimate controlling shareholder of the Company, who is interested in 4,810,125 Shares personally.

representing approximately 1.80% of the total number of the issued Shares, and through his indirect
interests in Existing Bondholder B, Ka Chun, was taken 10 be interested in total 199,102,450 Shares

representing approximately 74.46% of the total number of the issued Shares. Therefore. Existing

Bondholder A and its associates (including Existing Bondholder B) are connected persons of the

Company, and the Subscription constitutes a connected transaction of the Company and is subject to the

reporting, announcement and Independent Shareholders' approval requirements under Chapter 14A of

the Listing Rules

2 June 2025

Unit 1402,141F., Winsome House, 73 Wyndham Street, Central, Hong Kong
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Existing Bondholder A and its associates (including Existing Bondholder B) are required 10
abstain from voting on the resolutions in respect of the Subscription at the SGM. To the best of 111e
information. belief and knowledge of the Directors. save for Existing Bondholder A and its associates
(including Existing Bondholder B), no other Shareholder has any material interest in the Subscription
and the or ant of the Specific Mandate. Save that Mr. Lani Ka Chun, who is an executive director of the
Company and the son of Existing Bondholder A, is deemed 10 be interested in the Subscription and the
transactions contemplated Ihereunder (including the grant of the Specific Mandate), who had abstained
from voting, none of the Directors had a material in Ierest in the Subscription and was required 10
abstain from voting on the resolutions passed by the Board to approve the Subscription and the
transactions conicmplatcd thereundci' (including the grant of the Specific Mandatc)

INDEPENDENT BOARD COMMITTEE

The Independent Board Committee comprising all the independent non-executive Directors,
namely Mr. Wari Bo and Mr. Wong PO KGung, has been established to advise the Independent
Shareholders in respect of the terms of the Subscription Agreement and the transactions 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 in 10 account our recommendation

We, INCU Corporate Finance Limited, have been appointed as the Independent Financial Adviser
10 advise the Indepcndent Board Committee and the In dependcnt Shareholders in this regard

Except for being appointed as independent financial adviser 10 the Company regarding (i) Ihe
alteration 10 the terms of the Existing First Convertible Bonds and Existing Second Convertible Bonds.
which the circular has been despatched on 200ciober 2023 ; and (ii) the alteration 10 the terms of the
Existing Convertible Bonds, which the circular has been despatched on 13 December 2024, we have not
acted as an independent financial adviser and have not provided any other services to the Company
during the past two years. As at the Latest Practicable Date, we were not 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 to act as the independent
financial adviser to the Independent Board Committee and the Independent Shareholders in respect of
the Subscription. We are not associated with the Company, its subsidiaries, its associates or their
rcspective substantial shareholders or associatcs or any othcr parties to the Subscription, and
accordingly, are eligible 10 give indcpcndcnt advicc and recommendations on thc terms of thc
S ubscripiion Agreement and the Iransaciions conicmplaied thereunder (including the grant o1'1he
Specific Mandate). Apart from normal professional fees payable to us in connection with this
appointment as the independent financial adviser 10 the Independent Board Committee and the
Independent Shareholders, no arrangement exists whereby we will receive any fees from 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
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BASIS OF OUR OPINION

In formulating our opinion and recommendations, we have relied on the statements. information,
opinions and representations contained or referred 10 in the Circular and/or provided to us by the
Company and the nianagement of the Group. We have assumed Ihat all statements. information,
opinions and representations contained or referred 10 in the Circular and/or provided 10 us were true,
accuraie and complete at the time they were made and continued 10 be so as at the Latest Practicable
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 enquii'ies, Ihai to the best of their
knowlcdge and belicf, opinions expi'esscd by thcm in the Circular havc bccn arrivcd at after duc and
careful consider all on and there are no other material It CIS noi contained in the Circular, the omission o1

whicli would make any such SIaiemeni made by them that contained in the Circular misleading ill all
material respects. We have no reason 10 doubt the truth or accuracy of the information provided to us, or
to believe that any material information has been omitted or withheld. We will notify the Shareholders
of any material change of information in the Circular up to the date of SoM.

Our review and analyses were based upon, among others, (i) the informalion provided by the
Group including the Circular, the Subscription Agreement and certain published information from the
public domain, including but not limited 10, the annual report of the Company for the year ended 31
March 2024 (the "Annual Report 2023/24") and interim report of the Company for the six months
ended 30 September 2024 (the "Interim Report 2024/25"); and (ii) our discussion with the Directors
and thc management of the Group with respect to thc terms of and thc rcasons for entering into of the
Subscription Agreement, the businesses and future outlook of the Group. We have not. however, for the
purpose o1' this exercise, conducted any in-depih independent investigation in 10 the businesses or allairs
and future prospects of the Group and the subscriber nor have we carried out any independent
verification of the information supplied

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinions and recommendations in respect of the Subscription, we have taken
into consideration of the following principal factors and reasons

(1) Background of the Subscription

On 11 April2025 (aftcr trading hours). thc Company entered into thc Subscription Agrccment with
Exisiing Bondlioldcr A, Mr. Lain Ching Kui (a connecied person of Ihc Company). pursuani 10 which
Existing Bondholder A conditionally agreed 10 subscribe for and the Company conditionally agreed to
issue the New Convertible Bonds in the principal amount of HK$45,000,000

As at the Latest Practicable Date, Mr. Lain Ching Kui, being Existing Bondholder A, is the
ultimate controlling Shareholder, who is interested in 4,810,125 Shares personally, representing
approximately 1.80% of the total number of the issued Shares, and through his in direci interests in
Existing Bondholder B, Ka Chun, was taken to be interested in total 199,102,450 Shares representing
approximately 74.46% of the total number of the issued Shares. Mr. Lain Ching Kui and Ka Chun are
also the holders of the Existing Convei'lible Bonds. The Existing Convertible Bonds with the total
outsiandin. amount of HK$218.18 million could of convcrted allhc convcrsion piicc of HK$01 per

Share to a maximum of 2,181,800,000 Shares in total. but subject 10 Ihc rcsiriction of the public float
requiremeni under the Listing Rules
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Existing Bondholdei' A is all investor who 11as made investments in listed secui'ities and ITas been
engaged in industrial and residential property development in the PRC and commercial properly
invest meni in Hong Kong 1'0r over 30 years. Existing Bondholder A is the father of Mr. Lani Ka Chun.
the chairman and chief executive officer of the Company

(11) Background and financial performance of the Group

(i) Backgro""d of tile Group

Thc Company is an in VCstmcnt 1101ding company incorporatcd in Bermuda with limited
liability. Ihe issued shares o1' which arc lisied on Ihe Main Board o1 the Stock EXchange

The Group is principally engaged in (1) general trading (the "General Trading"); and (ii)
sales and integration services of computer and communication systems, and design, consultation
and production of information system software and management training services (the "Sales and
Integration Services")

(it) Financial performance o1 the Gro,, p

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", respectively) as extracted from the

Annual Report 2023/24 and the six months cndcd 30 Scptember 2023 and 30 Septcmbcr 2024
("HY2023/24" and "HY2024/25", Tospectivcly) as extractcd from thc Interim Report 2024/25

Consolidated. filialICJul perfor, nunce of Ihe Gintip

Revenue from General

Trading
Revenue from Sales and

InICgration Services

Total revenue

FY2023

HK$ '000

(Anatted)

Loss for the year/period

Loss for the year/period
allributable to the owners

(36,531)(50,721)of the Company

T"Ale I. ' SwillJ, Iu, 'y of fhe trill milduied film, ICJ'u ! Fein, 1'111,111ce nf Ihe Gi',, !, p

FY2024

HK$ '000

(AMdi!ed)

170,419

6,384

HY2023/24

HK$'000

( Unaudrted)

176,803

241,956

(51,752)

31,933

HY2024/25

HK$'000

(Undwdited)

273,889

120,248

(36,474)

32,136

152,384

21,915

(18,686)

21,210
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Fy2023 us ry2024

As set out in above Table I. the revenue of the Group for FY2024 was approximately
HK$273.89 niillion, representing an increase of approximately HK$97.09 111illion or 54.9%
as compared with that of approximately HK$176.80 million for FY2023. According 10 Ihe
Annual Report 2023/24, the increase in revenue was mainly due 10 (a) the substantial
increase in revenue of General Trading of approximately HK$71.54 million, which the
demand for chemical trading rebounded after the resumption of normal operation and the
release of Ihe anti-pandeinic measures of CoVID-19 in the PRC; and (h) the substantial
increase in revenuc of Salcs and Intcgratioii Scrviccs of approximately HK$25.55 million as
a resuli o1' Ihe release of Ihe anti-pandemic measures o1' CoVID-19 in the PRC causing a
strong rebound o1' the demand I'rom 111e Inarkei

Due 10 the increase in revenue of the Group for FY2024. the Group recorded loss
allribuiable 10 the owners of the Company of approximately HK$36.53 niillion for FY2024,
representing a decrease in loss of approximately HK$14.19 million or 27.98% as coinpared
with that of approximately HK$50.72 million for FY2023. As a result, the Group recorded
net cash outflow from operating activities of approximately HK$8.79 million and HK$8.52
million for FY2023 and FY2024 respectively

We also noted that the Group recorded finance costs of approximately HK$26.16
million and HK$26.41 million for FY2023 and FY2024 respectivcly, which had created

continuous financial prcssurc to the CIOup

Hy2023/24 i's Hy2024/25

The revenue of the Group for HY2024/25 was approximately HK$43.13 million,
representing a decrease of approximately HK$109.25 million or 71.70% as compared with
That of approximately HK$152.38 million for HY2023/24. According 10 The Interim Report
2024/25 and our discussion with the management of the Company, the decrease in revenue
was due to (i) the substantial decrease in revenue of General Trading ot' approximately
HK$98.33 million as a result of the decrease in demand of chemical product caused by the

economic slowdown in the PRC, which leaded to the decrease in purchase orders from PRC
customcrs: and (ii) the decrease in revcnue of Salcs and In ICgration Serviccs of
approximatcly HK$10.92 In illion as a rcsult of thc decrcasc in customcr's order of the
services o1' integralion system after end o1' coniracis o1' Iwo customers

The loss allributable 10 the owners of the Company was approximately HK$16.81
million for HY2024/25, representing a decrease in loss of approximately HK$2.16 million or
11.39% as compared with that of approximately HK$18.97 million for HY2023/24. Such
decrease was mainly due 10 combined effect of (i) the decrease in revenue of the Group as
discussed above; (ii) the decrease in administrative expenses of approximately HK$3.27
million as a resulI of the decrease in staff cost for HY2024/25 ; and (iii) the increase in

finance costs from approximately HK$12.68 million for HY2023/24 10 approximately
HK$13.44 million for HY2024/25 as a result of the increase in imputed interest of the
Existing Convertible Bonds and Other Loan. Thc coupon rate of the Existing Convcriihlc
Bonds has been subscqucnily reduccd 10 nil under thc all elation conscnt ICtters cntei'cd into
between Exisiing Bondholders and the Company dated 6 November 2024
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Due 10 the net loss foi' HY2023/24 and HY2024/25 as discussed above. the Group

recorded net cash outflow from operating activities of approximately HK$8.32 niillion and
HK$104.65 111illion for HY2023/24 and HY2024/25 respectively. The significant increase in
cash outHow from operating activities was niainly due 10 Ihe decrease in revenue

Consolit/diedfiiiuncia/ '05/1^^11 of Ihe Groi, p

Non-current assets

Property, plant and equipment
Right-of-use assets

Current assets

Trade receivables

Other receivables, prepayments and deposits
Bank balances and cash

Total assets

As at

31 March

2024

HK$ '000

(Alldited)

Current liabilities

Trade payablcs
Other payables and accruals
Lease liabilities

Convertiblc bonds

As at

30 September
2024

HK$ '000

(Uiiuwchted)

Non-current liabilities

Other payables
Loans from ultimate holding company
Amount due 10 an ultimate controlling party
Lease liabilities

Convertible bonds

4

59

63

1,279

30,599
127

59

Totalliabilities

32,005

60

Net current liabilities

32,068

7,318

25,759
144

Net liabilities

12,627
32575

2,050

39,729

Tuble 2. Slim,,,"I'v ,Jf !h,, ", I.,,,!Ichied 1/1/'11c Jul p" Till nil of Ihe G, PI, I,

33,221

33,281

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
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36,316

290,584
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Non -ciiiitni arse!., and cu ri. e, It at. WIT

As set out in the above Table 2, Ihe non-current assets and the CUI'rent assets of the

Group remained stable belween 31 March 2024 and 30 September 2024. However. the Group
had only bank balances and cash of approximately HK$0.14 million as at 30 September
2024.

Null-CM, 'yeni lidhifiiies tilld curreiii lidhilii^^5

As set out in Ihc abovc Tablc 2, Ihc non-currcni Iiabilitics of Group dccrcased from

approximately HK$185.38 niillion as at 31 Mai'ch 2024 10 approximately HK$36.32 million
as at 30 September 2024. representing a decrease o1' approximaiely HK$149.06 million or
80.4%, while the current liabilities of the Group incl'eased from 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 ntillion or 192.3%. The decrease in
non-current liabilities of the Group and increase in current liabilities of the Group were
mainly due to reclassification of the converiible bonds from non-current liabilities to current
liabilities as the Existing Convertible Bonds would originally mature in 2025 as at 30
September 2024. The total amount of the convertible bonds in the consolidated statement of
financial position of the Group increased from approximately HK$188.55 million as at 31
March 2024 to approximately HK$199.55 million as at 30 September 2024, which was
mainly due to the imputed in ICrcsi of the Existing Convertiblc Bonds. After completion of
Ihc allcration to terms of the Existing Convertiblc Bonds undcr the allcration conscnt letters
entered in 10 belween Existing Bondholders and Ihe Company dated 6 November 2024
("Alteration of Terms"), the maturity date of all of the Existing Convertible Bonds has been
extended 10 31 December 2027 and the coupon Tale has been reduced to nil

As discussed with the management of the Company. the loans froin ultimate holding
company and amount due to an ultimate controlling party with the aggregate amount of
approximately HK$32.40 million as at 30 September 2024 represent the Shareholder's Loan
and Other Loan. As at the Latest Practicable Date, the aggregate amount of the Shareholder's
Loan and Other Loan is approximately HK$44.80 million and both the Shareholder's Loan
and Other Loan have been reclassified as current liabilities of 111e Group. The increase in the
Shareholder's Loan and Other Loan was primarily due 10 thc additional financial support by
Mr. Lain Ching Kui and Wai Chun In VCstment Fund and the corresponding increase in
accrued In ICresl
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tin) Debiposiiio,, 0,, d going concern issue

The Group had total debts of approximately HK$223.24 million and approximately
HK$233.14 niillion (including loans froni ultimate holding company, amount due 10 an ultimate
controlling pariy. convertible bonds and lease liabilities) as at 31 March 2024 and 30 September
2024 respectively. The net debts (net of cash and casli equivalents) to total assets ratio of the
Group is approximately 700,192 as at 30 September 2024, representing an increase of
approximately 4.4% as compared with approximately 695.7% as at 31 March 2024

Accordino to the Annual Rcpoi't 2023/24, as thc Group incurred a loss all ribuiablc 10 owners
o1 the Company o1 approximately HK$36.53 million rot FY2024 and as at 31 March 2024. Ihc
Group had net CUI'Teni liabilities and net liabilities o1 approximately HK$54.98 millioiT and
HK$240.29 niillion respectively, the auditors of the Company have expressed material uncertainty
relating to the going concern issue of the Company, which may cast significant doubt on the
Group's ability to continue as a going concern. According to the Interim Report 2024/25, the
Group incurred a loss allribuiable 10 owners of the Company of approximately HK$16.81 million
for HY2024/25 and as at 30 September 2024, the Group had net current liabilities of
approximately HK$221.05 million and net liabilities of approximately HK$257.30 million
respectively. Therefore, the Directors have prepared the consolidated financial statements on a
going concern basis based o11 the assumptions and measures that Mr. Lain Ching Kui, Wai Chun
Investment Fund and Wai Chun Holdings Group Limited will not demand the Company for
TCPaymcnt of thc loan due 10 them nor cancel thc undrawn loan facilities until all other liabilities
of the Group have been satisfied, and will not dcmand for repayment within twelvc months after
Ihc dale o1' approval of Ihe consolidated financial slate merits o1 Ihe Group 1'0r HY2024/25 and Ihe
Company will continue to negotiate with potential investors 10 raise funds and implement
measures aiming at improving the working capital and cash flows of the Group including closely
monitoring general administrative expenses and operating costs. As confirmed by the management
of the Company, as at the Latest Practicable Date, (i) no investor has expressed any interest in debt
or equity fundraising of the Company given that the Group was in net current liabilities and net
liabilities position as at 30 September 2024; and (ii) other than the Subscription, the Company Is
not in any negotiation and/or any discussion with any potential investor for fundraising activities
or financing arrangement of the Company

According to Ihc Lcitcr from the Board, Existing Bondholdcr A has bcen financing the
opcrations of the Group through the PIOvision of thc Sharcholdcr's Loan and Other Loan to thc
Group. The outstanding principal amount and accrued interest under Ihe Shareholder's Loan and
Other Loan payable by the Company 10 Existing Bondholder A and/or its associates are expected
10 amount to HK$45,000,000 as at the Completion Dale. The Shareholder's Loan and Other Loan
bear an interest rate of 6.25 % per annum
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We note that (1) the I'evenue of the Group decreased in HY2024/25 as compared wiih
HY2023/24; (11) the Group recorded net loss all ribuiable 10 owners of the Company for FY2023.
FY2024 and HY2024/25 ; (ill) the Group had a low cash level of only approximaiely HK$0.14
million as at 30 September 2024; (iv) the Group had 111gh net current liabilities of approximately
HK$221.05 million as at 30 September 2024; (v) the Group was in a net liabilities position as at 30
September 2024; (vi) the Group had high net debts (net of cash and cash equivalents) to total
assets ratio of approximately 700.1% as at 30 September 2024: (vii) the auditors of Ihe Company
have expressed material uncertainty relating to the going concern issue of the Company in the
Annual Report 2023/24; and (viii) the Shareholder's Loan and Other Loan have a high interest rate
of 6.25 % PCr annum. Having considcrcd that (a) thc Group may not bc ablc 10 gcneraic sufficient
funding Irum operating activiiies 10 repay Ihe Shareholder's Loan and Other Loan under the
jinancial perl'or mance and the jinancial POSiiion o1' the Gi'oup as disclosed above; (b) the
outstanding principal amount and accrued interest 11nder the Shareholder's Loan and Other Loan
will be fully settled by the issue of the New Convertible Bonds; and (c) the interest rate of the New
Convertible Bonds is much less than that of the Shareholder's Loan and Other Loan. we consider

that the Subscription can reduce the finance costs of the Group and provide some lime for the
Group 10 implement measures 10 improve the working capiial and cash flows of the Group and to
seek and arrange for external funding from potential investors
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(111) Reasons fur and benefits of the Subscription

(1) Reasons for and be,, e/Its of e"reri"g i, Ito the S"bscripiio, I Agreeme,, I

As slated in the Letter from the Board. the subscription amount payable by Existing
Bondholder A under the Subscription Agreement shall be satisfied by way of offsetting the
outstanding principal amount and accrued interest under The Shareholder's Loan and Other Loan.
payable by the Company 10 Existing Bondholder A and/or its associates which is expecied 10
amount 10 HK$45,000,000 as at the Completion Date. Existing Bondholder A had been financing
thc operations of thc Group through thc provision of thc Sharcholder's Loan and Other Loan 10 thc
Group. The Shareholder's Loan and the 01her Loan were unsecured, carried i'ixed interesi raie at
6.25% per annum and repayable on demand. Tlie Board considers Ihat the Shareholder s Loan
which hem' interest at 6.25% per annum together with the Other Loan which is also owed 10 the
controlling shareholder, Existing Bondholder A, represents a Ileavy financial burden 10 the Group
as the Company has a capital deficit of HK$257,303,000 as at 30 September 2024. In view of the
above, the Board has reviewed and explored different approaches to settle the Shareholder s Loan
and Other Loan (together with the accrued interest). The Company has reached out with banks and
financial institutions for external financing, but it was not feasible due to the weak financial
performance and the net current liabilities and net liabilities position of the Group as at 31 March
2024 and 30 September 2024. As at the Latest Practicable Date, no bank or financial institution
has shown any interest in 11roviding financing to the Company. After the negotiation between the
Company and the Existing Bondholder A, Existing Bondholdcr A did 1101 acccpt the nil inter CSi
rate as proposcd by the Company and only agreed to subscribe for the Ncw Convertiblc Bonds
unless Ihe Company accepted his proposal in respeci or Ihe Subscripiion. The Board considered
the issue of the New Convertible Bonds to be The most effective and suitable for reducing the

amount of interest expense incurred by the Group per annum. enhancing the financial position of
the Group and reducing the gearing ratio of the Group and is in the interests of the Shareholders as
a whole even though the proposed interest rate of the New Convertible Bonds is higher than that of
the Existing Convertible Bonds after considering that (i) the New Convertible Bonds bear a lower
interest rate of 2% per annum and will be able 10 minimize the short-term financial burden 10 the
Group as total interest in three years amounting 10 approximately HK$5.74 million will be saved;
(11) the net current liabilities of the Group will also be improved as the Shareholder's Loan and
Other Loan (logeiheT with the accrued interest), which have been included in the current liabilities
as at Latest Practicablc Date, will bc reclassificd from current Iiabiliiics to non-currcni liabilities
after thc Subscription becomes cffective; (iii) the financial PICSsure o11 the Company for
redempiion o11he New Convei'lible Bonds at Ihe maturity dale would also be lessened because o1'
Ihe redemption discount of 2% at the maturity of the New Convertible Bonds; (iv) the principal
amount of the Shareholder's Loan and Other Loan (together with the accrued interest) will be fully
settled upon the exercise in full of the conversion Tights of the New Convertible Bonds willIOUi
requiring any cash outflow on the Company; and (v) the issue of the New Convertible Bonds
would not have an immediate dilution effect on the shareholding of the Company subject 10 the

minimum public t'10ai requirement under the Listing Rules
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We have I'eviewed the Subsci'iption Agreement. the Annual Report 2023/24 and the Interim
Report 2024/25. Based on oui' analysis of the Group's financial statement as discussed in section
headed "(11) Background and financial performance of the Group" above in this letter. the Group
recorded loss all ribuiable 10 the owners of Ihe Company of approximately HK$50.72 million.
HKS36.53 million and HK$16.81 million for FY2023, FY2024 and HY2024/25 respectively. As

the Shareholder's Loan and Other Loan bear a higher interest Tale of 6.25% per annuln as

compared with the interest rate of the New Convertible Bonds of 2.00% per annum, the
Subscription will reduce the finance costs of the Group, which will in turn improve the financial
performance of the Group subject 10 final audit. Furthermore, the Group has finalTclal difficulties
10 I'epay the Shareholdcr's Loan and Othcr Loan, which havc a high in ICrcst ratc of 6.25 % per
annum, given Ihai the bank balances and cash o1' Ihe Group as at 30 September 2024 was
approximaiely HK$0.14 Inillion only. As Ihc New Convertible Bonds will be redeemed at 98% o1
The PI'inclpal amount at matui'ity, which will fall on the third annivei'sal'y of the dale of issue of the
New Convertible Bonds, the Subscription will lessen the financial pressure of the Group if the
New Convertible Bonds are redeemed upon maturity. After considering the reasons for and
benefits o1' the Subscription as discussed above, we consider that entering into the Subscription is
in the interests of the Company and the Shareholder as a whole.

(it) F""d ratsi"g activities o1 the Co,"pany in the past 121"o11ths

As stated in the Letter from the Board. other than the Alteration of Tel'ms. the Company has

not raised fund on any issuc of cquity securitics in the past 12 months immediately bcfore the
Latcst Practicable Datc



(in) 01her fill""ci,, g dire, ',,"ripes

We have discussed wiih Ihe nianaoement of the Company in respect of the considei'all on of
other ways of fund-raising sucli as debt financing and other equity fund raising nieihod 10 settle
the Shareholder's Loan and Other Loan. The following set out the summary of our discussion

to) Debifiimnci'!18

The Directors have considered that (i) further debt financing may not he available given
the Group's net curieni Iiabiliiics and ITct liabilities position as at 30 Scptembcr 2024; (ii) Ihc
cost o1' debi financing may increase logeiher wiih addiiional requirements wiih assei
pledging or guarantees 10 be provided by the Group; and (ill) 1'11rther debt 1'1nancing will
increase 111e financial costs of the Group and using debt financing to replace the
Shareholder's Loan and Other Loan may further weaken the cashflow and financial position
of the Group as the interest rate of the new debts may be higher than that of the New
Convertible Bonds. 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 and
after considerintr that the Group's was at net current liabilities and net liabilities position as
at 30 September 2024, the proposed interest rate of 2% per annum of the New Convertible
Bonds is considered acceptable as (i) other than the Subscriber, no investor has shown any
interest in providing debt financing 10 the Company; (ii) the Existing Convertible Bonds
werc or joinally issued under the interest ratc of 2% per annum at their Issue date, which thc
intcrcst rate was subsequently reduced 10 nil together with Ihc rcduction in convcrsion PI'ICc

and redemption amount and extension o1 maturity dale that colleciively consiiiuie the
Alteration of Terms as a whole; (iii) the Subscription provides all opportunity to the Group to
reduce its in telest costs, extend the repayment of the Shareholder's Loan and Other Loan and
improve the financial position of the Group; and (iv) the interest Tale of the New Convertible
Bonds is less than the 12-montli Hong Kong Dollar Interest Settlement Rates (i.e., HIBOR)
of approximately 2.96% as extracted from the website of Hong Kong Association of Banks
(hitps://WWW. hkab. org. hk/en/rates/hibor) as at the Latest Practicable Date. Therefore, we
concur with the Directors' view that given the financial position of the Group, obtaining debt
financino from financial institutions Inay not be feasible, and higher interest rates from
external new debts as compared with that of the New Convertible Bonds will impose
additional financial burdcn on the Group
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(b) PIOci'Jig q111ew shale. s

The Directors have considered that given the Group's net current liabilities and nei
liabilities POSiiion as 30 September 2024. The placing agent may face difficulties and take
lime 10 seek for polential investor(s) and the potential investor(s) may require a higher
placing discount to the trading price of the Shares to fulfill the capital requirement for the
Shareholder's Loan and Other Loan. The Directors also consider that it is higher cost to

arrange a placing of new shares, as the placing agent would charge commission wiih
reference 10 certain percentages of the amount of the fund raising as compared with no
commission froni the Subscription. and thc placing of new sharcs will causc an jinmcdiaic
diluiion io ihe shareholdin0 o1' exisiing Shareholders as compared wiih Ihai the conversion o1'
Ihe New Convcriible Bonds is restricted as I'uriher discussed ill section headed "(Vl)

Shareholding structure and possible dilution effect of the New Convertible Bonds' below in
this letter. Therefore, rather than conducting placing of new shares 10 repay the Shareholder's
Loan and Other Loan, we agree with the Directors' view that entering into the Subscription
Agreement is in the interests of the Company and the Shareholders as a whole

IC) Righ!s issue or open offer

With regard 10 the viabiliiy of a rights issue or an open offer, the Directors have
considered that given the Group's net current liabilities and net liabilities position as at 30
Scptcmber 2024, the fund raising from a rights issue or an opcn offer may be costly and more
11mc consuming. We agree with Ihc Directors' view that, as compared with the Subscription,
(1) more documentation islypically required 1'0r Ihe righis issue or an open o1'1er, such as Ihe
prospectus; (ii) it is more costly to arrange a rights issue or open offer than the Subscription
as it is expected that the Company would incur higher cost to arrange a rights issue or an
open offer as more professional parties would need to be engaged in an open offer or a rights
issue; and (iii) it generally takes longer lime to arrange Tights issue or open offer
Furthermore, the Subscription provides a higher degree of certainty, whereas the outcome of
a rights issue or open offer for the fundraising amount would be subject 10 the uncertainty of
the subscription level given the net current liabilities and net liabilities position of the
Group



As discussed with the management of tile Company. as at the Latesi Piaciicable Dale. 110 Investor
has expressed any interest in debt or equity fundraising o1' 111e Company. Given Inai the Group was in
net current liabilities and net liabilities position as at 30 September 2024 as discussed in the section
headed "(11) Background and financial performance of the Group" above in this letter, even if such
equity financing and borrowings are a\allable. we consider that it is difficult for the Company 10 obtain
external financing without Ienothy negotiations with banks and poleniial investors and Ihe outcome of
such financing methods are highly uncertain as compared with the Subscription. As mentioned above.
with reference 10 the 12-month Hong Kong Dollar lnierest Settlement Rates of approximately 2,967 as
at the Latest Practicable Date, the financial costs of new debts will be higher than the New Convertible
Bonds and additional assct PIGdging or guai'antecs Inay bc requircd. As such, thc Subscription will
provide more lime tm' Ihe Group to seek 1'0r jinancial resources and 10 conduct suiiable lurid raising
when the Group' s jinancial perl'or mancc and market condition improves ill Ihe I'uture. Therefore, alter
considering the constraints of the debt and equity fundraising alternatives and the financial position of
the Group, we consider that the Company has limited fundraising alternatives and we concur willI the
Directors' view that the Subscription is more preferable than the above financing alternatives

(IV) Major terms of the New Convertible Bonds

On 11 April2025 (after trading hours), the Company entered into the Subscription Agreement with
Existing Bondholder A (a connected person of the Company) PUTSuant to which Existing Bondholder A
conditionally agreed 10 subscribe for and the Company conditionally agreed 10 issue the New
Convcriiblc Bonds in Ihc principal amount of HK$45,000,000. Thc principal terms of Ihc New
Convertible Bonds arc sci out bclow

Issuer:

Subscriber

Issue price:

Principal amount

Conversion price

Interest ratc

TITe Company

Mr. Lain Ching Kui

Redemption at maturity

100% of the principal amount

Form and denomination

HKS45,000,000

HKS0.09 pel' Conversion Share, sub ject to adjustments

2% per annuin acci'ued o11 a daily basis of a 365-day year and
payable quarterly in arrears

98% of the principal amount of the New Con\-ertible Bonds

The New Convertible Bonds will be issued in registered form in

the denomination of HKS1,000,000 each



Adjustment events If the following events occui', the Convci'sioii Price shall be
adjusted

(0) Conso/idaii'o11 o1' sub-dii, ISIoii of ihe Shales

If and whenever the Shares by reason of any consolidation
or sub-division become of a different nominal amount. the

conversion price in force immediately prior thereto shall
be adjusted by multiplying it by the revised nominal
amount and dividing the result by the former nominal
amount

Eacli such adjustment shall be effective from the close of
business in Hong Kong on the day immediately preceding
the dale on which the consolidation or sub-division

becomes effective

(b) Capitolisn/1011 o1,101ils or reserves

If and whenever the Company shall issue (other than 111
lieu of the whole or part of a cash dividend and other than
issue that would amount to a capital distribution) any

Shares credited as fully paid 10 the Shareholders by way of
capitalisation o1' prol'its or reserves (including any share
premium account or capital redemption reserve fund),
Shares paid up out of distributable profits or reserves
and/or share premium account or capital redemption
reserve fund issued in lieu of the whole or any part of a

relevant cash dividend, being a scrip dividend (but only to
the extent that the market value of such Shares exceeds

110% of the amount of such relevant cash dividend or the

relevant part thereof). the conversion price in force
immediately prior to such issue shall he adjusted by
multiplying 11 by the aggrcgatc nominal amount of the
issucd Shares immediately bcfore such issue and dividing
Ihc result by the sum o1' sucli aggregate nominal amouni
and the aggregate nominal amount of the Shares issued in
such capitalisation

Each such adjustment shall be effective (if appropriate
retroactively) froni the commencement of the day
following the record date for such issue
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IC) Cdj)lidl di'., 11'1'billioii

If and whenever the Company shall niake any capital

distribution to Ihe Shareholdei's (in their capacity as such)

(wheiher on a reduciion of capital or otherwise) or shall
grant 10 such Holders rights to acquire for cash assets of
Ihe Company or any of its subsidiaries, the conversion
price in force jinmediaiely prior to such distribution or
grant shall he reduced by multiplying it by the following
traction

where

A = the market price on the dale on which the capital
distribution or, as the case may be, the grant is publicly

announced or (failing any such announcement) the next
preceding day of the capital distribution or, as the case
may be, of the grant; and

A-B

A

B = Ihc Iair niarkei value on the day o1' such announcemcni

or (as Ihe case may require) Ihe next preceding day, as
determined in good faith by the independent auditors. of
the portion of the capital distribution or of sucli right
which is allributable 10 one Share. For avoidance of doubt,

if the capital distribution is distributions in cash the fair
market value shall be the cash value and determination by

The independent auditors is not required

Provided that (i) if in Ihe opinion of the independent

auditors, the use of Ihe fair market value as aforesaid

PIOduces a ICsult which is significantly incquiiablc, such
indcpendeni auditors may instead dcicrmine (and in such
eveni the above formula shall be construed as 11' B meani)

the amount of the said market price which should properly
be attributed to the value of the capital distribution or

rights; and (ii) the provisions of this paragraph (c) shall
not apply in relation 10 the issue of Shares paid out of
profits or reserves and issued in lieu of a cash dividend

Each such adjustment shall be effective (if appropriate
retroactively) from the commencement of the day
following the record dale for the capital distribution or
grant
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(d) Ifswe of Siloits. 101,111b., clipii'o11 171' M, a}' ,)f Jighi$

If and whenevei' the Company shall offer 10 Shareholders
new Shares for subscription by way of rights. or shall grant
10 Shareholders any options or warrants 10 subscribe for
new Shares, at a price which is less than 90% of the market
price on the dale of the announcement of the terms of the
offer or grant, the conversion price shall be ad lusted by
multiplying the conversion price in force immediately
bcfoie Ihc date of the announccmcnt of such offer or gi'an I

by a ITaction o1' which Ihc numeral or is the number o1
Shares in issue immediately bel'ore 111e dale o1 such
announcement plus the number of Shares which the
aggregate of the amount (if any) payable for the rights,
options or warrants and of the amount payable for the total
number of new Shares comprised therein would purchase
at such market price per share and the denominator is the
number of Shares in issue immediately before the date of

such announcement plus the aggregate number of Shares
offered for subscription or comprised in the options or
warrants

Such adjustment shall be cffcctive (if appropriatc
Teitoaciively) ITom the commencement or Ihe day nexi
following the record date for the offer or grant

Provided however that no such adjustment shall be made if
the Company shall make a like offer or grant (as the case
may be) at the same time 10 the Holders (subject 10 such
exclusions or other arrangements as the Directors may

deem necessary or expedient in relation 10 fractional
entitlements or having regard to any restrictions or

obligations under the laws of, or the requirements of any
rccogniscd rcgulatory body or any stock eXchange in any
ICrritory outside Hong Kong) as if it had excrcised the
Conversion Rights under the New Convertible Bonds
reoistered in their names that the Holders hold out of the

Total principal amount of the New Convertible Bonds
outstanding at the time of the proposed redemption
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(c) (on) /tille of colii, elfib/e o1 exchu!Igeuble recii, 'lite. s

If and whenever the Company shall issue wholly for
cash any securities which by their terms are
convertible into or eXchangeable for or carry rights of
subscription for new Shares. and the total effective
consider aiion per Share (as defined in this paragraph
(e) below) initially receivable for such securities is
less than 90% of the markei price on the date of the
announccmcni of thc terms of Issuc of such

securiiies, Ihc conversion price shall be adjusied by
lotcemultiplying Ihe Inconversion pTICG

immediately prior 10 the issue by a fraction of which
Ihe numerator is the number of Shares in issue

immediately before the dale of the issue plus the
number of Shares which the total effective

consideration receivable for the securities issued

would purchase at such market price per Share and
the denominator is the number of Shares in issue

immediately before the dale of the issue plus the
number of Shares 10 he issued LIPon conversion or

eXchange of, or the cxcrcisc of Ihc subscription rights
conferrcd by, such securities at the convcrsion or
eXchange Tale or subscription price

Such adjustment shall become effective (if
appropriate retroactively) from the close of business
in Hong Kong on the Business Day next preceding
whichever is the earlier of the date on which the issue

is announced and the dale on which the Company

determines the conversion or eXchange rate or

subscription price
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(bb) Modjjicaiioii ill Jigh!. s ill coll\. ei'lible or e, VChu, Igenble
serifi'fries

If and whenever the rights of conversion or eXchange
or subscription allached to any such securities as are
mentioned in section (aa) of this sub-paragraph (6)
are Inodified so that the total effective consideration

per Share (as defined below) initially receivable for
such securities shall he less than 90% of the market

pricc on the datc of announcement of thc proposal 10
modify such righis o1 conversion or eXchange or
subscripiion, the conversion price shall be adjusted

forceby multiplying the conversion price in
immediately prior to such modification by a fraction
of which the numerator is the number of Shares in

immediately before the date of suchIssue

modification plus the number of Shares which the
total effective consideration receivable for the

securities issued at the modified conversion or

eXchange price would purchase at such market price
and of which the denominator is the number of

Shares in issue jinmediaicly be forc such date of
modification plus the numbcr of Sharcs to bc issued
upon conversion or eXchange o1' or the exercise o1' 111e
subscription Tights conferred by such securities at the
modified conversion or eXchange rate or subscription

price

Such adjustment shall become effective as at the dale
which such modification shall take effect. Aupon

Tight of conversion or eXchange or subscription shall
not be treated as modified for the foregoing purposes

where it is adjusted 10 take account of Tights or
capitalisation issues and other events normally giving
lisc to adjustmcnt of Ihc conversion pricc providcd
that correspond!rig adjustment has already been niade
10 the conversion price in I'espect of such an event
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For the purposes of this pal'agraph (e). the "total
effective consideration" receivable for the securities

issued shall be deemed 10 be the consideration

receivable by the Company for any such securities
plus the additional minimuin consideration (if any) to
be received by Ihe Company upon (and assuming) the
conversion or eXchange thereof or the exercise of
such subscription rights, and the total effective
consideration per Share initially receivable for such
securiiics shall be such aggrcgatc consideration
divided by the number o1 Shares 10 be issued LIPon
(and assuming) such conversion or eXchange at Ihe
conversion or eXchange Tale or the exercise of such
subscription rights at The subscription price, in each
case without any deduction for any commissions.
discounts or expenses paid, allowed or incurred in
connection with the issue

00 Issue of Shores being 111ade 11-'holly for cdSli at u price less
Ihu, I 90% of Ihe Inarke! pi. ice pel. Sh"re

If and whenever thc Company shall issuc wholly for cash
any Shares at a price per Sharc which is ICss than 90% of
the market price on the dale of Ihe announcement o1 Ihe
terms of such issue, the conversion price shall be adjusted
by multiplying the conversion price in force immediately
before the date of such announcement by a fraction of
which the numerator is the number of Shares in issue

immediately before the date of such announcement plus
the number of Shares which the aggregate amount payable
for the issue would purchase at such market price and the
denominator is the number of Shares ill issue immediately

before the date of such announcement plus the number of
Shares so issued

Such adjustment shall become GII'cctive on the dale o1' the
Iss ue



(8) If and whenever the Company shall issue Shares for the
acquisition of asset at a total effective considei'ation per
Share (as defined in Ihis paragraph (g) below) which is less
than 9092 of the market price at the date of the
announcement of the terms o1 such issue, the con\ ersion

price shall be adjusted in such manner as may be
determined by the independent auditors. Such adjustment
shall become effective on the date of issue

Conversion Shares

For Ihc pu!'pose of this paragraph (g) "total cffcctivc
consider all on" shall be Ihe aggrcgaie consideration
credited as being paid 1'0r such Shares by the Company on

acquisition of the relevant asset without any deduction of
any commissions, discounts or expenses paid, allowed or
incurred in connection with the issue thereof, and the

"total effective consideration per Share" shall be the total
effective consideration divided by the number of Shares
issued as aforesaid

Conversion period:

Conversion rights and
restrictions

Based on the principal amount of the New Convertible Bonds of
HK$45,000,000, the New Convertible Bonds is convertible into

500,000,000 Conversion Shares at the initial convcTsioii PI'icc of

HK$0.09 per Ncw Conversion Sharc (subject to adjustments)

The period commencing from the issue date of the New
Convertible Bonds up to 4:00 pm. on the day immediately prior
10 and exclusive of the maturity date of the New Convertible
Bonds

The holder of the New Convertible Bonds shall. subject 10

compliance with the procedures set out in the terms and
conditions thereunder, have the right at any time during the
conversion period to convert the whole or part of the
outstanding PI'incipal amount of thc Ncw Convertiblc Bonds
reaisicrcd in its namc into Ihc Conversion Sharcs provided

IUTiher Ihai (i) any conversion shall be made in amounts o1' not
less than a whole multiple of HKS1,000,000 o11 eacli conversion
save that if at any time the aggregate outstanding principal
amount of the New Convertible Bonds is less Inari

HK$1,000,000, the whole (but not part only) of the outstanding
principal amouni of the New Converiible Bonds may be
converted; and (ii) Ihe exercise of the conversion right attaching
to the New Converiible Bonds will not callse the Company to be

unable 10 meet the public float requiremeni under the Listing
Rules
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Bally redemption at the

option of the Company

The Company shall be entitled at its sole discretion. by gi\. ing
not less than fourteen (14) days' notice to the holders of the
New Convertible Bonds. propose 10 the holders 10 redeem the
outstanding New Convertible Bonds (In inuliiples o1
HK$1,000,000 or such lesser amouni as niay represent ihe entire
principal amount thereof) an amount equi\alent 10 1007 of the
principal amount of such outstanding New Convertible Bonds at
any lime after the date of issue of the New Convertible Bonds up
to and including the dale falling fourteen (14) days immediately
bcforc the maturity date of thc Ncw Convertiblc Bonds

Ranking o1' Conversion
Shares

Maturity date:

The Conversion Shares, when allotted and issued, shall rank pari

passu in all respects with the Shares in issue o11 The relevant
conversion date including the right to all dividends or other
distributions, paid or made on or after the relevant conversion
date other than any dividend or o1her distribution previously
declared or recommended or resolved to be paid or made if the
record date thereof shall be on or before the relevant conversion

date

Vonng righis:

Transfer ability:

The date fallino on the third anniversary of the dale of issue of
thc Ncw Convertible Bonds

Listing:

The holder o1' the New Converiible Bonds shall not have any

right to attend or voie ill any general meeting of the Company

Subject to compliance with the Listing Rules, the New
Convertible Bonds may be transferred or assigned in whole or in
part in integral multiples of HK$1,000,000 by 1101der of the New
Convertible Bonds 10 any pariy

Security

No application will be made by the Company for the listing of
the New Convertible Bonds on the Stock EXchange. Application

will be made to the Listing Committec of the Stock EXchange
for the listing o1'. and PCrmission to dcal in, Ihc Convcrsion
Shares

The obligations of the Company under the New Convertible
Bonds are unsecured



Completion of the Subscription Agreement is conditional upon

(1) the passing by the Independent Shai'eholders of rele\, ant resolutions at Ihe SGM in
compliance with the requirements of the Listing Rules approving (a) the Subscription
Agreement and the transactions contemplated thereunder; and (b) The issue of the New
Converiible Bonds and the grant of the Specific Mandate for the allotment and issue of the
Conversion Shares 10 Mr. Lain Ching Kui in accordance with the terms of the Subscription
Agreement ;

(ii) all neccssai'y conscnts and approvals requii'ed to be obtaincd on Ihc part of thc Company in
respect o1' the Subscripiioii Agreement and the transaciions coniemplated Ihereunder having
been obiained;

(iii) the Listing Committee of the Stock EXchange granting listing of and permission 10 deal in
the Conversion Shares to be allotted and issued upon exercise of the Conversion Rights
attaching 10 the New Convertible Bonds;

(iv) none of the warranties given by the Company thereunder having been breached in any
material respect (or, if capable of being remedied, has not been remedied), or is misleading
or untrue in any material respeci; and

(v) none of the warranties given by Mr. Lain Ching Kui the TCUnder having been breached in any
material respcct (or, it capablc of bcing reined ICd, has not been remedied), or is mislcading
or untrue in any malerial respect

The Company shall use its best endeavours 10 procure the fulfillment of the conditions precedent
set out in conditions (i), (11), (iii) and (iv) above as soon as practicable and in any event on or before the
Long Slop Dale. Mr. Lain Ching Kui shall use its best endeavours to procure the fulfillment of the
condition precedent set out in condition (v) above as soon as practicable and in any event on or before
the Long Slop Dale

The conditions precedeni set out in conditions (1), (ii) and (in) above are incapable of being
waived. Mr. Lain Ching Kui may at any time by notice in writing to the Company waive the condition
sci out in condition (iv) above. Thc Company may at any time by noticc in wi'iting to Mr. Lain Ching
Kui to waive the condition set out in condition (v) abovc

111 the event that any of the conditions precedent referred to above is not ftilfilled or waived (to the
extent it is capable of being waived) on or before the Long Stop Date, the Subscription Agreement shall
cease and determine and no party shall have any claini against the other party in respect of any matter or
thing arising oui of or in connection willI the Subscription Agreement save in respect of any antecedent
breach of any obligation thereof

As at the Latest Practicable Dale, none of the above conditions have been fulfilled
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(V) Our assessnient on the Conversion Price

In assessing the fairness and reasonableness of the Conversion Price, we have primarily laken into
account co the financial position of the Group. which has been discussed in the section headed "(11)
Background and financial performance of the Group" above in this letter; (ii) the his 10rical Share price
performance; and (iii) the market coinparables in respect of recent issuance of convertible bonds/notes

As slated in the Leiier from the Board, the Conversion Price of HK$0.09 (sub ject 10 adjusiments)

per Convei'510n Share, which represents a discount to the closing price of the Shares on the Lasi Trading
Day and the average closing PI'icc of thc Sharcs on the last fivc trading days jinmcdiatcly preccding thc
Last Ti'adjng Day. was delermined al'Ier arm 's length negoiiations belween Ihc Company and Exisiing
Bondholder A willI Telerence 10 Ihe recent ITading prices o11he Shares for appi'oximalely one year prior
to the Last Trading Day and was agreed after considering that the Company and Existing Bondholder A
agreed at a lower interest rate of 292 per annum which would in turn alleviaie the future interest burden
of the Company. The Conversion Price represents

(i) a discount of approximately 40.00% 10 the closing price of HK$0,150 per Share as quoted on
the Stock EXchange as at the Latest Practicable Dale;

(ii) a discount of approximately 5.26% to the closing price of HK$0.095 per Share as quoted on
the Stock EXchange on Last Trading Day;

(iii) a discount of approximately 16.36% over the average closing price of HK$0.1076 per Share
as quoted on the Stock Exchanuc for the last live consecutive trading days jinmediaiely
preceding the Last Trading Day;

(iv) a theoretical dilution effect (as defined under Rule 7.27B of the Listing Rules) o1

approximately 11%, represented by the theoretical diluted PI'ice (as defined under Rule
7.27B of the Listing Rules) of approximately HK$0,096 l per Share, 10 the benchmarked
price of HK$0.1076 per Share (as defined under Rule 7.27B of the Listing Rules, taking into
account the higher of (a) the closing price of HK$0,0950 per Share on the Last Trading Day
and (b) the average closing price of HK$0,1076 per Share as quoted on the Stock EXchange
for the five consecutive trading days immediately preceding the Last Trading Day); and

(v) a cumulative Ihcorciical dilution effcct (as dcfincd under Rule 7.27B of the Listing Rules) in

aggregation willI the Exlsling Convertible Bonds I'GPresenied by a discount o1 approximately
23%, represented by the cumulative theoretical diluted price of approximately HK$0.1061
per Share 10 the theoretical benchmarked price of HK$0.1380 per Share in respect of the
Alteration of Terms (as defined under Rule 7.27B of the Listing Rules, taking into account

the benchmarked price of the Alteration of Terms, being HK$0.1380 per Share)
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(i) Review on ihe historical closing price of tile Shares

We have reviewed the chart illustrates the historical daily closing price of the Shares as

quoted on the Stock EXchange during the period commencing from 12 April2024 (being the
approximately one year prior to the Last Trading Day) up 10 and including the Latest Practicable
Dale (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 Inovement 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 shown in the above Chart I, during the Review Period, the daily closing prices of the
Shares ranged from the lowest of HKS0.080 per Share, to the highest of HK$0,260 per Share with
an average closing price of HK$0,128 per Share. The Conversion Price of HK$0,090 per Share is
within the said price range of the Shares

29 July 2024
Annual results

announcement for FY2024

}. Suspenslon of trading

11Apri12025
the Announcement

6 November 2024

Announcement of the alteration to the

terms of Existing Convertible Bonds

----- ^^.
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Although the Comei'sioii Price of HKS0.090 per Conversion Shale is below the avei'age
closing price of the Shares during the Review Period, after considering that (1) the financial
position of the Group as discussed in Ihe section Ileaded "(11) Backgl'ound and financial
pel'formance of the Group" above in this letter; (ii) it would be difficult 10 determine Ihe outcome
and the pricing of alternative equity financing methods, such as placing, rights issue or open offer;
(iii) a similar or higher discount 10 the closing price, as compared with Ihai of the Conversion
Price, may be required to attract potential investors or existing Shareholders 10 subscribe for the
Shares; (iv) alternative equity financing methods may he relatively time-consuming; and (v) the
Conversion Price is within the range in the coinparahle analysis as discussed in the sub-section
hcaded "Comparison with rcccnt iss u ancc of convcrtible bonds/notcs" below, wc arc of the vicw
that Ihe Conversion Price is Iair and reasonable

(it) Coinpariso,, with rece"i is swamce of conyer, ible bonds/,, ores

To further assess the fairness and reasonableness of the Conversion Price, we have attempted

To conduct the research 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 dale of the announcement; (ii) the market capitalisation of the issuers
on the respective last trading day is not more than HK$300 million; (iii) the issuers announced 10
issue or appoint a placing agent to place the convertible bonds/notes during the last six-month
immediately preceding thc date of the Subscription Agreemcnt (the "Coinparable Period"),
cxcluding those for the acquisition transactions. corporate restructLiring and takcover of the listed
company; (iv) the duration of Ihe convertible bonds/notes is at least one year and is not perpetual;
and (v) the proposed issue of the convertible bonds/noies has not been terminated or lapsed as at
the Latest Practicable Date. We have excluded perpetual convertible bonds/notes in OUT analysis as
they are considered not coinparable 10 the New Convertible Bonds in terms of the credit risk and
interest Tale risk incurred froiii the maturity of the convertible bonds/notes. Based on The above
criteria, we identified an exhaustive list of 11 convertible securities (the "Coinparable
Transactions"). We consider that the Coinparable Transactions were determined under similar
markei conditions and sentiment, and hence represent fair and representative samples and provide
a general reference of this type of transaction in the market. We also consider that the Coinparable
Period is appropriate (1) to reflect the prevailing markei conditions and sentiments in the Hong
Kong stock markct; (ii) to provide a gcncral referencc of the rcccnt convertible securitics
transactions bcing conducted under similar market conditions; and (ill) to gencraic a rcasonable
and meaning I'ul number o1 samples tm' 111e purpose o1 OUT analysis. Set out below is Ihe
Coinpai'able Transactions analysis
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to) Colli'ei'$1'01i PI'Ice

We note Ihai (1) the premium/(discouni) of the conversion price over/to the closing
price on the respective dale of relevant agreement of Ihe Coinparable Transactions (after
excluding Ihe outlier) ranged from a discount of approximately 21.88% 10 a premium of
approximaiely 25.00%, with The average being premium of 6.60%; and (11) the
premium/(discount) of Ihe conversion price over/10 the average closing price for the last five
consecutive trading days immediately preceding the dale of relevant agreement o1' the
Coinparahle Transactions (after excluding the outlieT) ranged from a discount o1
approximatcly 24.92% to a premium of approximaicly 27.97%, with Ihc avcragc being
premium o12.89%. The discount o1' Ihe Conversion Price is within the range o1' the
Coinpai'able Transaciions

As set out in the above table, among the Coinparable Transactions, the conversion price
of the convertible notes/bonds of Oriental Payment Group Holdings Limited ("Oriental
Payment") as announced on 13 Marcli 2025 (as supplemented by the side letters dated 14
Marcli 2025) and E&P Global Holdings Limited ("E&P Global") as announced on 2
December 2024 represented a discount 10 the closing price on the respective dale of relevant
agreement and the average closing price for the last five consecutive trading days
immediately preceding the date of relevant agreement. As compared with the New
Convertible Bonds, the discount of the Conversion Price is less than the discount of the

conversion price of the convertible notcs/bonds of Oricntal Paymcni and E&P Global to thc
closing pricc on the rcspective date of Tclcvant agrcemcnt and thc rcdcmpiion of thc New
Convertible Bonds at maturity is more favourable Inari the convertible notes/bonds of
Oriental Payment and E&P Global. which would be redeemed at 100% and 115% of the
principal amount at maturity. respectively, in contrast 10 98% redemption of the New
Convertible Bonds

In terms of the financial position, E&P Global, Basic House New Life Group Limited
("Basic House New Life") and Mongolia Energy Corporation Limited ("Mongolia Energy")
were in net liabilities position on the dale of the relevant announcemeni of the issue of the
convertible noies/bonds

Wc considcr that E&P Global was in a similar situation as the Company aftci' rcviewing
the announccmcnt of E&P Global daicd 2 Deccmbcr 2024, which includcd that (i) E&P

Global was in net 11abiliiies and net CUI'reni Iiabiliiies POSiiion as at 30 Sepiembcr 2024: (ii)
the auditors of E&P Global highlighted the material uncertainty related 10 the going concern
of E&P Global; (iii) the cash position of E&P Global, which was approximately HK$5.76
million as at 30 September 2024, was as low as the Group; and (iv) E&P Global had high
reliance on the financial I'esources froni shareholders, directors and related parties and had

limited ability 10 procure external funding. As discussed above, the terms of the New
Convertible Bonds are more favourable than that of convertible notes of E&P Global in terms

of the discount of the conversion price and the redemption at maturity



In The case of Basic House New Life. whicli was also ill net liabilities position, while

the conversion price of the convertible bonds of Basic House New Life represents a nil
discouni 10 the closing price on the respective date of relevant agreement. the interest rate o1'
such convertible bonds was 6% per annum, whicli is 11igher than the interest rate of the New
Convertible Bonds of 2% per annum. In addition. the convertible bonds of Basic House New
Life would be redeemed at 100% of the principal amount at maturity while the New
Convertible Bonds would be redeemed at 98% of principal amount at maturity

Despite the fact that the conversion price of' the convertible bonds of Mongolia Energy
is premium over both thc closing price o11 Ihc rcspeciive daic of IClevani agreement and thc
average closing price 1'0r the Iasi 1'1vc consecutive trading days jinmediaiely preceding Ihe
dale o1' Televani agreement. the inter CSi rate o1' Ihe convertible bonds o1' Mongolia Energy is
higher than that of the New Convertible Bonds and the convertible bonds of Mongolia
Energy would be redeemed at 100% of the principal amount at niaiurity while the New
Convertible Bonds would be redeemed at 98% of principal amount at maturity. In respect of
the financial condition of Mongolia Energy, Mongolia Energy was in nei liabilities position
as at 30 September 2024 and recorded loss all ributable 10 the owners of the coinpany for the
six months ended 30 September 2024, but Mongolia Energy recorded profit attribuiable to
the owners of Ihe company for the year ended 31 March 2024. The cash level of Mongolia
Energy, which was approximately HK$75.46 million as at 30 September 2024, was higher
than the cash level of Group of only approximately HK$0.14 million as at 30 September
2024

Allhough the discouni o1' the Conversion Price is below Ihc average o1' the Cumparable
Transactions, after carefully considering that (i) the Group was at net current liabilities
position and net liabilities position as at 30 September 2024; (ii) the Group would not nave
sufficient cash and financial resources to repay the Shareholder's Loan and Other Loan given
the low cash level of the Group; (iii) the Group 11as difficulty to obtain external financing
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 interest rate of the New Convertible Bonds
is lower than that of the Shareholder's Loan and Other Loan; (v) the terms of the New
Convertible Bonds are more favourable than the convertible notes/bonds of E&P Global,

Basic House New Life and Mongolia Energy, which were also in net liabilities POSiiion, in
terms of Ihc conversion PIicc. interCSi Talc and ledemption as discusscd above; and (vi) Ihc
convcrsion of thc Ncw Convertible Bonds is subject to the public float rcquircmcnt and no
mandatory general oner being triggered under Rule 26 o1' Ihc Takeovers Code o11 Exisiing
Bondholdel's, whicli will be further discussed in the section headed "(Vl) Shareholding

structure and possible dilution effect of the New Convertible Bonds" below in this letter, we
considei' that the Subscription is fair and reasonable and is in the interest of the Company and
Shareholders as a whole



(b) Diii'all o11

As shown in the table above, the duration of the Coinparable Transactions ranged from

I year 10 5 years with an average duraiion ot' 2.2 years. The duration of the New Conyer!ible
Bonds is within the range and higher than the average of the Coinparable Ti'an saciions

(c) 111!eyesl, file

As shown in the table above, the interest Tales of the Coinpai'able Transactions ranged

from nil to 12.0% PCr annum, with an avci'age of approximatcly 5.4% PCr annu m. Thc
in ICrcsi Tale o1' the New Converiible Bonds is within Ihe I'ange and lower than the average o1

Ihe Coinparable Ti'all sactions. As such. Ihe interest rate o1' Ihe New Convertible Bonds is
more favourable to the Company

Shareholders should note that the financial position, business. operations. 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. Therefore. we consider that The Coinparable
Transactions provide The Independent Shareholders a general reference as to the common market
practice in respect of the terms of convertible bonds/notes issued by companies listed in Hong
Kong as compared with that of the New Convertible Bonds. h would not be appropriate to
concludc thc Subscription solcly bascd on the rcsult of Coinparablc Transactions analysis
Thcrcforc, wc advisc the Indcpcndcni Sharcholders takino a holisiic approach 10 considcr various
factors as discussed in this letter 10 justil'y Ihc Iairncss and reasonableness of Ihe Subscription
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(Vl) Shareholding structure and possible dilution effect of the New Con\, ertible Bonds

Set out below is the shaleholding structure of the Company (1) as at the Latest Practicable Dale;
(ii) immediately after full conversion of all the Existing Convertible Bonds only (assuming Ihere being
no other issue or repurchase of Ihe Shales); (iii) immediately after full conversion of the New
Convertible Bonds only (assuming there being no other issue or repurchase of the Shares); and (iv)
immediately after full conversion of the Existing Convertible Bonds and the New Convertible Bonds
(assuming there being 110 other issue or repurchase of the Shares)

Name of Shareholder

Exisiing Bondholder A

ithie ll

Exisiing Bondholder B
Ithie 21

(ilas at the Latest

Practicable Date

NII"lier o1 '41/10/1mni,
Sidlei %

!iilimmediately after full

cornersion of all the Existing

Conladible Bonds Drill'

NII"!to' 41 '41/10\1111n!e
%311,121

Other !ublic Shareholders

4610,125

194,292,12i
^ ^ ^ ^ ^ ^ ^- ^

Total

199,102,450

1801.759b11.125

N,, Ies

(iii)immediately after full
conversion of the New

Conurertihle Bonds only

NIIiiiber o1 Alumniii!Iaie
qsnare$

71.66 621,292,325

I

68.287,081̂
^^^^^^^

--- ^ ^ ^ ^ ^ ^-

Mr. I, ain Ching Kui. belnti Existin, Bondholder A and Ihe ultimaie controlling shareholder of the Company. directly
holds 4810/25 Shares

7446/380,901,450

2

267,89531̂
^^^^^^^

^ ^- ^ ^ ^ ^ ^ ^-

Ka Chun. bcing Exisiing Bundholdcr B. Is a company own. d as 10 100% by Wai Chun In VCsimcni Fund. which is
wholly-owned by Exis!in. Bondhuldcr A. Mr LanT Ching Kui. and holds 194.292.325 Shitrcs

ji\jimmediately after full

conversion of the Existing
Convertible Bonds and the

N*w Con\. rertible Bonds

NII!libel of Animi!111aie
Slime, %

71.84

25.54

*

504,810,12i

25.37

CCTiain perccniagc figurcs included in the above Iahlcs have heen subject To rounding adjustmcnis. Accordingly
figuies shown as totals Inay not he an arithmetic aggi'egaiion of Ihe figures preceding the 111

111,002,49189,531

68.2". 081

4

194,292. ;!5

97.21

Pursuani 10 the terms and conditions of the Exisiing Convertible Bonds and Ihe New Con\eriible Bonds. the
bondholders shall noi exercise Ihe conversion righis attached or attaching to Ihe Existing Con\'eriible Bonds and the
New Converiible Bonds if. as alesuli of such exercise. ii will cause ihe public float of ihe Company to fall below ihe
percen tage piescribed Linder the Listing Rules. and any con\ ei'510n shall also be subject 10 no mandatory genei al
offer being triggered under Rule 26 of Ihe Takeo\ ei's Code on Ihe bondholder

699,102,450

'57/2/59,610,125

279

2532 621,292,1:5

68,287,001

11/11 761,389,531

9/10/38090!. 450

7662

8.09

21.07

682,081

mono 294,189,531

97.68

212

nom



As stated ill the Letter from tile Boai'd. upon fully conyci'sion of the New Convertible Bonds allIle
Conversion Price of HK$0.09 per Conversion Share. a maximum of 500,000,000 Conversion Shares will
be allotted and issued, which represents

(1) approximately 186.99% of the issued share capital of the Company as at the Latest
Practicable Dale; and

(ii) approximately 65.16% of Ihe issued share capital o1' the Company as enlarged by the
allotment and issue of the 500,000,000 Conversion Shares assuming that there is 110 other

change 10 the total numbci' of thc issucd Sharcs from the Laicsi Practicable Dale to thc datc
when the New Convertible Bonds arc converted in lull

For indicative purposes only. assuming Inat there is 110 chaiige ill the number of the issued Shares
from the Latest Practicable Dale up to the date when the conversion rights attaching 10 Existing
Convertible Bonds and New Convertible Bonds are exercised in full, the shareholding of the

Independent Shareholders will be diluted fronl approximately 25.54% 10 approximately 8.09%
immediately after full conversion of Ihe New Converiible Bonds only and from approximately 25.54%
to approximately 2.32% immediately after full conversion of the Existing Convertible Bonds and the
New Convertible Bonds

However, according to the terms of the Existing Convertible Bonds and New Convertible Bonds,
Existing Bondholders may only convert such numbcr of Existing Convcrtiblc Bonds and Ncw
Convcrtible Bonds as would not cause the Company not to comply with thc minimum public float
requirement under Ihe Lisiing Rules following the conversion o1' the Existing Convertible Bonds and
New Convertible Bonds and the conversion Tights attached to the Existing Convertible Bonds and New
Convertible Bonds shall only be exercised on the condition that any conversion of Existing Convertible
Bonds and New Convertible Bonds does not trigger a mandatory general offer obligation on Existing
Bondholders under Rule 26 of the Takeovers Code

We have discussed with the management of the Company and the management of the Company has
confirmed that Existing Bondholders may not be able to convert the Existing Convertible Bonds and
New Convertible Bonds in full in view of the restriction on conversion if the Company encounters

insufficient public float. As such, either Exist inc Bondholder A or Existing Bondholder B may

theoretically convcri up 10 approximaicly 5,758,000 Conversion Sharcs (cquivalent 10 the Existing
Convertible Bonds of approximatcly HK$575,800 based on Ihc convcrsion price of Ihc Existing
Convertible Bonds of HK$0.10 per conversion share or Ihe New Converiible Bonds o1' appi'oximaiely
HK$518,220 based on the Conversion Price of HK$0.09 per Conversion Share) 10 comply with the
minimum public float requirement under the Listing Rules, whicli will dilute the shareholding of the
Independent Shareholders from approximately 25.54% to approximately 25.00%. Therefore, the
immediate dilution effect 10 the shareholding of the Independent Shareholders is limited and restricted

In view of (1) the reasons for and benefits of the Subscription as set out in the section headed "(111)
Reasons for and benefits of the Subscription" in this letter above; and (ii) The restriction 10 the
conversion of the New Convertible Bonds as discussed above, we consider that the level of dilution

(subject to the restriction in respect of the minimum public float requirement of the Listing Rules) 10 the
sharcholdino in ICrcsis of thc Indcpcndent Sharcholdcrs is acceptahlc
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(Vll) Financial effects as a result of the Subscription

The financial effects of Ihe Subscription set out below are purely for illusiraiive purposes only and
do not reflect the future financial position of the Company or the Group

(t) Net asseis value and gearing

11 is expected that the Subscription will not have all immediate material impact on the nei
asset value and gearing of the Group. However, the net current liabilities of the Group will he
improved as the amount of the Shaleholdci"s Loan and Other Loan (logcther with Ihc accrued
in Iercst). which have been included in the curreni liabilities as at Ihc Laiesi Practicable Dale. will

be reclassil'led ITUm curieni 11abiliiies 10 lion-current liabilities all CT the Subscripiion becomes
effective

(it) Earnings

On initial recognition, the New Converiible Bonds shall be recognised as a compound
financial instrument with a conversion option, which comprise an equity component and a liability
component, on the consolidated financial statements of the Company. The carrying amount of the
liability component is first determined by measuring the fair value of a similar liability that does
not have an associated equity component. The carrying amount of the equity component is then
dcicrmincd by deducting the fair value of the liability component from the fair va!uc of the New
Convcrtiblc Bonds as a whole. The liability component of the Ncw Convertible Bonds is
subsequeni measured at am orlised cost, using the clieciive in Iercst niethod. The related in Ierest
expense is recognised in profit or loss

As the interest Tale of the New Convertible Bonds is lower than that of the Shareholder's

Loan and Other Loan, it is expected that the Subscription will reduce the financial pressure of the
Group by reducing the interest rate

Based on the above, we consider that the Subscription is in the interests of the Company and the
Shareholders as a whole

RECOMMENDATION

We note Ihai the Conversion Price is below Ihe average o1' Ihe closing price o1' Ihc Shares during
the Review Period and the discount of the Conversion Price is below the avei'age of the conversion price

of' the Coinparable Transactions. Nevertheless. having taken into account the principal factors and
reasons as discussed above, in particular

(1) the financial position of the Group. including the material uncertainty relating to going
concern of the Group raised by the auditors of the Company as stated in the Annual Report
2023/24;

(ii) the Group does not have sufficient cash 10 repay the Shareholder's Loan and Other Loan ;

(iii) the Subscription will improvc thc net current Iiabiliiics position of Ihc CIOup:
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(iv) theI'e are limited debt and equity financing alternatives available 10 111e Group and 111e
outcome is highly uncertain:

(v) the New Convertible Bonds have a lower interest rate than that of the Shareholder's Loan and
Other Loan;

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

(vii) the immediate dilution 10 the Independent Shareholders is limited due to the restriction in
rcspect of the minimum public float rcquircment of thc Listing Rules,

we are o1' the view Ihai, although the Subscription Agreement and Ihe transactions contemplated
thereunder are not in the ordinary and usual course of business of the Group. the Subscription
(including the grant of the Specific Mandate) is conducted on normal commercial terms and is fair 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 10 advise the Independent Shareholders to vote in favour of the ordinary resolution to be
proposed at the SGM for approving the terms of the Subscription Agreement and the transactions
contemplated thereunder (including the grant of the Specific Mandate).

Ms. Gillu Le"Jig is a licensed person regisiere(I willI Ihe SFC CIM! o i. esponsible officer of INCU
Coipora!e F1hm!ce Limited 10 cal'ry oui Type 6 (advisiiig o11 co, polare filialIce) legul"led acii'viiy u, Ider
Ihe SFO. She hers over 20 yeai's qf expel'tellce in the corporate finance indi, 511'1, and lids poriicipoied in
ihe PI'ovision of independent fillancial advisor}, services for various transaciioiis involving coinponies
lisied ill Hong Kong

Ms. PSI, che So is a licensed person legisiei'ed witli the SFC and a responsible officer of INCU
Corporate Finance Lintiied to carry out Type 6 (adi, 1st Jig on conyoi. die finance) regulated octi\, ify 14nder
Ihe SFO. She hqs o1. er eighi years of experience in the corporate finance Industr), qiid has panici'pated
ill Ihe provision o1/11dependenifinancial advisor}' servic es101' various ironsac lions 1'11voli, ing con7ponies
fisied ill Hong Kong

Yours faithfully,
For and on bchalf of

INC. Corporate Finance Limited

M"ridging Direcior

Gina reung

I^
Psyche So

Associuie Direcior


