SOMERLEY CAPITAL LIMITED

20/F., China Building, 29 Queen’s Road Central, Hong Kong
Telephone: 2869 9090 Fax: 2526 2032 E-Mail: somerley@somerley.com.hk

9 August 2025
To: the Independent Board Committee

Dear Sirs,

VOLUNTARY CONDITIONAL GENERAL CASH OFFER BY
CHINA INTERNATIONAL CAPITAL CORPORATION
HONG KONG SECURITIES LIMITED
ON BEHALF OF
CHINA MOBILE HONG KONG COMPANY LIMITED
TO ACQUIRE ALL OF THE ISSUED SHARES IN HKBN LTD.
(OTHER THAN THOSE ALREADY OWNED BY
CHINA MOBILE HONG KONG COMPANY LIMITED AND
PARTIES ACTING IN CONCERT WITH IT)

INTRODUCTION

We refer to our appointment to advise the Independent Board Committee in connection
with the Share Offer, details of which are set out in the letter from the Board contained in the
Response Document to the Shareholders dated 9 August 2025, of which this letter forms part.
Unless the context otherwise requires, capitalised terms used in this letter shall have the same
meanings as those defined in the Response Document.

On 2 December 2024, the Offeror issued the Offer Announcement announcing that,
subject to the satisfaction, or, if capable of being waived, waiver of the Pre-Conditions, CICC
would, on behalf of the Offeror, make a voluntary conditional general cash offer to acquire all
of the issued Shares (other than those already owned by the Offeror and parties acting in
concert with it). The Offeror disclosed that it had received Irrevocable Undertakings in respect
of approximately 411 million Shares (representing 27.79% of the issued share capital of the
Company as at the Latest Practicable Date).

On 2 December 2024, the Company announced that it had received a non-binding
indication of interest from I Squared Asia Advisors Pte. Limited (“I Squared”) to acquire
100% interest in the Company (the “I Squared Offer’”). On 30 June 2025, the Company
announced the I Squared Offer was terminated.



On 14 March 2025, following receipt of a notice of conversion of Vendor Loan Notes (the
“VLNs”) from Twin Holding Ltd., all of the VLNs held by it with a total principal amount of
HK$970,468,828 have been converted into 83,661,106 Shares (based on the conversion price
of HK$11.60 per Share) and the issuance and allotment of the new Shares by the Company to
Twin Holding Ltd. have been completed,

On 9 April 2025, the Offeror and TPG Wireman, L.P. (“TPG”, one of the Undertaking
Shareholders) entered into the share purchase agreement (the “Share Acquisition”) pursuant
to which TPG agreed to sell, and the Offeror agreed to purchase (i) 144,966,345 Shares; and
(i) 83,661,106 new Shares upon conversion of the VLNs in full into Shares at the original
offer price of HK$5.23 (the “Original Offer Price”). On 22 April 2025, the VLNs held by
TPG were converted into 83,661,106 new Shares. Completion took place on 7 May 2025. As at
the Latest Practicable Date, there is no outstanding VLNs. The Board had, on 4 August 2025,
resolved to terminate the Amended and Restated Co-Ownership Plan IV subject to the making
of the Share Offer by the Offeror. Upon the issuance of the Offer Document by the Offeror on
6 August 2025, the Amended and Restated Co-Ownership Plan IV has been terminated and all
Unvested RSUs have lapsed immediately. As at the Latest Practicable Date, there are no
outstanding RSUs.

On 25 April 2025, the Company declared 2025 Interim Dividend of HK$0.155 per Share.
Pursuant to the Offer Announcement and the Price Adjustment Announcement issued by the
Offeror on 28 May 2025, the 2025 Interim Dividend shall be deducted from the Original Offer
Price so that the Offer Price is now HK$5.075 per Share.

On 1 August 2025, the Offeror announced that all the Pre-Conditions had been satisfied.
On 4 Auvugust 2025, the Offeror and Twin Holding Ltd entered into the share purchase
agreement, pursuant to which Twin Holding Ltd agreed to sell, and the Offeror agreed to
purchase, 213,570,097 Shares, representing 14.44% of the total issued Shares, at HK$5.075 per
Share (the “Further Share Acquisition”). The Offeror posted its formal Offer Document on 6
August 2025 and the first closing date of the Share Offer is 3 September 2025.

As at the Latest Practicable Date, the number of issued Shares was 1,478,921,568. On that
date, the Offeror held 442,197,548 Shares, representing 29.90% of the total number of Shares
in issue, which having aggregated with the remaining Irrevocable Undertaking in respect of
182,405,000 Shares, amounts to 42.23% of the issued Shares,

The Independent Board Committee, comprising all the non-executive Directors who have
no direct or indirect interest in the Share Offer, namely Ms. Ming Ming Anna Cheung and Ms.
Kit Yi Kitty Chung, has been established by the Board to make recommendations to the
Disinterested Shareholders as to whether the Share Offer is, or is not, fair and reasonable and
as to acceptance. As Ms. Cordelia Chung (an independent non-executive Director), in her
capacity as the Chairman of the Board and representing the Company, was involved in certain
discussions with the Offeror in respect of the Share Offer either prior to or after the
publication of the Offer Announcement, she is regarded as having a direct or indirect interest
in the Share Offer for the purpose of Rule 2.8 of the Takeovers Code. Accordingly, Ms.
Cordelia Chung is not a member of the Independent Board Committee. For completeness, at
the time of formation of the Independent Board Committee on 15 June 2025, Ms. Shengping



YU (who was a non-executive Director at that time) was also regarded as having a direct or
indirect interest in the Share Offer for the purposes of Rule 2.8 of the Takeovers Code in light
of the fact that Ms. Yu, as a representative of Twin Holding Ltd (who was a substantial
Shareholder at that time), was involved in certain discussions with the Offeror in relation to
the Share Offer either prior to or after the publication of the Offer Announcement.
Accordingly, Ms. Yu was not a member of the Independent Board Committee. As disclosed in
the announcement dated 8 August 2025 issued by the Company, Ms. Shengping YU has
resigned as a non-executive Director with effect from 8 August 2025 with the consent of the
SFC Executive pursuant to Rule 7 of the Takeovers Code.

We, Somerley, have been approved by the Independent Board Committee and appointed
by the Company as the Independent Financial Adviser to advise the Independent Board
Committee in the same regard.

We are not in the same group as the financial or other professional advisers (including a
stockbroker) to the Offeror or the Company. Apart from the existing engagement in connection
with the Share Offer, we confirm that we did not have any significant connection, business,
financial or otherwise, with the Company and/or Offeror or the controlling shareholders of
either of them within two years prior to the commencement of the Offer Period up to the Latest
Practicable Date, of a kind reasonably likely to create, or create the perception of, a conflict of
interest or reasonably likely to affect the objectivity of our advice. Save for normal
professional fees payable to us in connection with this appointment, no arrangement exists
whereby we will receive any fees or benefits from the Company, the Offeror or their respective
substantial shareholders or any party acting, or presumed to be acting, in concert with any of
them. We consider ourselves independent in forming our opinion in respect of the Share Offer.

In formulating our opinion and recommendation, we have relied on the information and
facts supplied, and the opinions expressed, by the Directors and management of the Group
(collectively, “Management”), which we have assumed are true, accurate and complete in all
material aspects as at the Latest Practicable Date. Should there be any material changes to our
opinion after the Latest Practicable Date, Shareholders will be notified as soon as possible in
accordance with Rule 9.1 of the Takeovers Code. We have reviewed, inter alia, the interim
report for the six months ended 28 February 2025 of the Company (the “FY2025 Interim
Report™), the annual reports of the Company for the years ended 31 August 2020, 2021, 2022,
2023 and 2024 (the “FY2020 Annual Report”, “FY2021 Annual Report”, “FY2022 Annual
Report”, “FY2023 Annual Report” and “FY2024 Annual Report”, respectively), the Offer
Document and the information contained in the Response Document including the statement of
material change set out in appendix I of the Response Document. We have sought and received
confirmation from the Directors that all material relevant information has been supplied to us
and that no material facts have been omitted from the information supplied and opinions
expressed to us. We have no reason to doubt the truth, accuracy or completeness of the
information provided to us, or to believe that any material information has been omitted or
withheld. We have relied on such information and consider that the information which we have
received is sufficient for us to reach an informed view. We have, however, not conducted any
independent investigation into the business and affairs of the Group, the Offeror and their
respective subsidiaries or any party acting, or presumed to be acting, in concert with any of
them, nor have we carried out any independent verification of the information supplied.



We have not considered the taxation implications or regulatory implications on the
Disinterested Shareholders of acceptance of the Share Offer since these are particular to their
individual circumstances. In particular, the Disinterested Shareholders who are overseas
Shareholders or subject to overseas taxation or regulatory requirements on securities dealings
should consider their own tax position and observe applicable legal or regulatory requirements
and, if in any doubt, should consult their own professional advisers.

PRINCIPAL TERMS OF THE SHARE OFFER
The Share Offer
The Share Offer is now being made on the basis of the Offer Price and is:
For each Share ...ttt e HK$5.075 in cash

The original Offer Price announced on 2 December 2024 was HK$5.23 per Share. On 25
April 2025, the Company declared the 2025 Interim Dividend. Based on the Price Adjustment
Announcement, after having deducted the 2025 Interim Dividend from the original Offer Price
of HK$5.23 per Share, the resulting Offer Price is HK$5.075 per Share.

As disclosed in the Offer Document, save for the 2024 Final Dividend (which is
specifically carved out) and the 2025 Interim Dividend, if, after the date of the Offer
Document, any dividend and/or other distribution and/or other return of capital is announced,
declared or paid in respect of the Shares, the Offeror shall reduce the Offer Price by the
amount or value of such dividend, distribution and/or, as the case may be, return of capital
after consultation with the SFC Executive, in which case any reference in the Offer Document
or any other announcement or document to the Offer Price will be deemed to be a reference to
the Offer Price as so reduced. Any such reduction will apply to those Shares in respect of
which the Offeror will not be entitled to the relevant dividend, distribution and/or return of
capital.

Save for the 2024 Final Dividend and the 2025 Interim Dividend, there has not been any
other dividend or distribution announced, declared or paid by the Company after the date of the
Offer Announcement and up to the Latest Practicable Date, As at Latest Practicable Date, save
for the final dividend for the year ending 31 August 2025, the Company has no intention to
make, declare or pay any future dividend or distribution prior to the close or lapse of the Share
Offer.



The Offeror will not increase the Offer Price (except in wholly exceptional
circumstance as may be permitted by the SFC Executive or in such circumstances as
described further in the section headed “Irrevocable Undertakings” in the letter from the
Board). Shareholders and potential investors should be aware that, following the making
of this statement, the Offeror is not allowed to increase the Offer Price except in the
abovementioned circumstances. These relate principally to the I Squared Offer which has
been terminated. Therefore, we do not expect any change to the Offer Price of HK$5.075
per Share.

Conditions of the Share Offer

As explained above, as at the Latest Practicable Date, the Offeror held 442,197,548
Shares, representing 29.90% of the total number of Shares in issue. In addition, the Offeror has
received an Irrevocable Undertaking in respect of 182,405,000 Shares, which having
aggregated with the foregoing, amounts to 42.23% of the issued Shares. The Share Offer is
subject to the satisfaction or, if capable of being waived, waiver of the following Conditions
on or prior to the Conditions Long Stop Date:

(a) valid acceptances of the Share Offer being received (and not, where permitted,
withdrawn) by 4:00 p.m. on or prior to the Closing Date (or such later time or date
as the Offeror may, subject to the rules of the Takeovers Code, decide) in respect of
such number of Shares which, together with any Shares acquired or agreed to be
acquired prior to or during the offer period for the Share Offer (whether pursuant to
the Share Offer or otherwise), will result in the Offeror and persons acting in concert
with it holding more than 50% of the voting rights in the Company;

(b) the Shares remaining listed and traded on the Stock Exchange up to the Closing Date
save for any temporary suspension(s) of trading of the Shares and no indication
being received on or before the Closing Date from the SFC and/or the Stock
Exchange to the effect that the listing of the Shares on the Stock Exchange is or is
likely to be withdrawn;

(c) no event having occurred which would make the Share Offer and/or (if the Offeror
were to exercise any Compulsory Acquisition Right) the withdrawal of listing of the
Shares void, unenforceable, illegal or impracticable or would prohibit
implementation of the Share Offer or would impose any additional material
conditions or obligations with respect to the Share Offer or any part thereof;,

(d) up to and including the time when the Condition set out in (a) above is satisfied, (i)
no Authorities in any jurisdiction having taken or instituted any action, proceeding,
suit, investigation, or enquiry, or enacted or made or publicly proposed any of the
foregoing, and (ii) there having been no outstanding statute, regulation, demand or
order, in each case which would make the Share Offer and/or (if the Offeror were to
exercise any Compulsory Acquisition Right) the withdrawal of listing of the Shares
void, unenforceable or illegal or prohibit implementation of the Share Offer or which
would impose any material conditions, limitations or obligations with respect to the
Share Offer; and



(¢) from 31 August 2024 up to and including the time when the Condition set out in (a)
above is satisfied, there having been no material adverse change in the business,
assets, financial or trading positions or prospects or conditions (whether operational,
legal or otherwise) of the Group to an extent which is material in the context of the
Group taken as a whole.

We regard Condition (a) above, which requires in effect the Offeror’s holding to exceed
50% and is the only Condition which cannot be waived, as the most important Condition. As
set out above, the Offeror owns or has Irrevocable Undertaking in respect of 42.23% of the
issued share capital of the Company.

The Offeror reserves the right to waive, in whole or in part, the Conditions (b) to (e) and,
to the extent it would not make the Share Offer and/or (if the Offeror were to exercise any
Compulsory Acquisition Right) the withdrawal of the listing of the Shares illegal, the
Conditions (c¢) to (d) above.

If any of the Conditions is not satisfied or, if capable of being waived, waived on or
before the Conditions Long Stop Date of 3 February 2026, the Share Offer will lapse. Pursuant
to Note 2 to Rule 30.1 of the Takeovers Code, the Offeror may only invoke any or all of the
Conditions as a basis for not proceeding with the Share Offer if the circumstances which give
rise to the right to invoke any such Condition(s) are of material significance to the Offeror in
the context of the Share Offer.

As at the Offer Document LPD, none of the Conditions have been satisfied or if capable
of being waived, waived, and as at the date of the Offer Document, the Offeror is not aware of
any circumstances which may result in any of the Conditions (b), (c), (d) or (e) above not
being satisfied.

Right of compulsory acquisition

In the Offer Document, the Offeror has stated that, whilst the Offeror’s objective in
making the Share Offer is not to privatise the Company, the Offeror intends to avail itself of
the right under section 88 of the Companies Act to compulsorily acquire those Shares not
acquired by the Offeror under the Share Offer if, within four months after the date of the Offer
Document, it has received valid acceptances in respect of not less than 90% of the Shares not
already held by the Offeror and/or parties acting in concert with it. On completion of any such
compulsory acquisition (if applicable), the Company would become a direct wholly-owned
subsidiary of the Offeror and in this regard, an application would be made for the withdrawal
of listing of the Shares from the Stock Exchange pursuant to Rule 6.15 of the Listing Rules.

If the level of acceptances of the Share Offer reaches the prescribed level under the
Companies Act required for compulsory acquisition and if the requirements of Rule 2.11 of the
Takeovers Code are satisfied, an application will be made to the Stock Exchange to suspend
dealings in the Shares until the withdrawal of listing of the Shares from the Stock Exchange
pursuant to Rule 6.15 of the Listing Rules.



Listing status of the Company

As disclosed in the Offer Document, the Stock Exchange has stated that if, at the close of
the Share Offer, less than the minimum prescribed percentage applicable to the Company,
being 25% of the Shares (excluding treasury shares), are held by the public, or if the Stock
Exchange believes that (i) a false market exists or may exist in the trading of the Shares; or (ii)
there is insufficient Shares in public hands to maintain an orderly market, the Stock Exchange
will consider exercising its discretion to suspend dealings in the Shares.

As noted above, the Offeror’s ability to exercise the Compulsory Acquisition Right in
respect of the Offer Shares is dependent on the level of acceptances of the Share Offer
reaching the prescribed levels under the Companies Act and the requirements of Rule 2.11 of
the Takeovers Code being satisfied. Upon the closing of the Share Offer, in the event that the
Offeror is not able to effect the compulsory acquisition of the remaining Offer Shares, the
Shares will remain listed on the Stock Exchange. The directors of the Offeror have jointly and
severally undertaken to the Stock Exchange to take appropriate steps to ensure that sufficient
public float exists in the Company’s Shares, where the Offeror is unable to exercise the
Compulsory Acquisition Right under section 88 of the Companies Act.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion and recommendation on the Share Offer, we have taken into
account the following principal factors and reasons:

1. Information on the Group

The Company is a company incorporated in the Cayman Islands with limited liability and
its principal business activity is the provision of residential and enterprise fibre broadband
services and residential and enterprise broadband internet services in Hong Kong. The
Company went public in 2015 as a residential centric fibre broadband service provider.
Through a series of mergers and acquisitions, especially the merger with WTT Holding Corp
(“WTT”) in 2019 (the “WTT Merger”), the Group has transformed itself into an enterprise
centric integrated ICT service provider (the “Transformation’).

Effective 28 February 2024, Mr. Yeung Chu Kwong (“Mr. Yeung™) returned to the role
of the Chief Executive Officer of the Company. Mr. Yeung joined the Group in 2005 as the
Chief Operating Officer and was appointed as the Chief Executive Officer in November 2008 —
August 2018, He has more than 30 years’ experience in the telecommunications industry.



1.1. Financial performance

In order to show the impact of the Transformation on the Group’s results, we set out
below the summarised consolidated income statements of the Group for the six years
ended 31 August 2019, 2020, 2021, 2022, 2023 and 2024 (“FY2019”, “FY2020”,
“FY2021”, “FY2022”, “FY2023” and “FY2024”, respectively) and six months ended
28/29 February 2025 and 2024 (“1H2025” and “1H2024”, respectively) since the
Transformation, as extracted from the FY2020 Annual Report, FY2021 Annual Report,
FY2022 Annual Report, FY2023 Annual Report, FY2024 Annual Report and FY2025
Interim Report:

TABLE 1: SUMMARISED CONSOLIDATED INCOME STATEMENTS OF
THE GROUP

(HK$'000)

Revenue

— Bnterprise solutions

— Enterprise solutions
related product

— Residential solutions

— Handsets and other
product

Network costs and
costs of sales

EBITDA
Finance costs

Profit/(loss) attributable
to Shareholders

Adjusted free cash flow
(“ARF”) @

AFF per Share ©
(HK cents)

Dividend per Share
(HK cents)

102025 1H2024 FY2024

FY2023

(Unaudited)  (Unaudited) (Audited) (Audited)

5734269 5,809,091 10,650,922 11,692,176
2,549,534 2310418 4828376 4,825,008

§92,191 951,602 1846125 1934378
1,165,568 1,181,509 2344060 2,392,820

1126976 1365472 1,632,361 2,539,970

(3,719,688)  (3,794,321)  (6,601,678)  (7,525,019)

1,206,122 LISLITY 2364759 2,289,914

(366,024y  (400,712)  (860,236)

{702,303)

107,560 1,534 10,277 (1,267,408)

126,186 124,248 620,145
9.62 947 473
15.5 15 3.5

763,249
58.2

40

FY2022
(Audited)

11,626,164
4,427,441

2,351,289
2,433,159

2,414,275

(7,155,803)
2,609,750

(239,204)

553,321

1,133,253
86.4

60

FY2021 FY2020 FY2019
(Audited) (Audited) (Audited)

11,463,745 9,452,951 5,107,637
4,965,553 4708063 2,324,329

2,310,280 1,806,409 -
2465204 2447072 247,707

1,722,612 491,413 310,601

(6,950,885) (4,926,272} (1,834,054)
2,568,507 2,505,443 1,709,348

(481,029)  (526961)  (259,27])

206,872 971,114 214,527

LI3LS43 L4144 750,170
§6.3 849 572

76.5 5 0



Notes:

(1) EBITDA is profit for the year plus finance costs, income tax expense, depreciation, amortisation
of intangible assets (net of direct cost incurred in corresponding period), amortisation of customer
acquisition and retention costs, loss/(gain) on disposal of associates/subsidiaries, share of loss of
discontinned operation, impairment on goodwill, impairment on interest in a joint venture and less
interest income.

(2) AFF is EBITDA less capital expenditure, customer acquisition and retention costs, net interest
paid, income tax paid, premium paid on senior notes redemption, lease payments in relation to
right-of-use assets, changes in working capital and other non-cash items including amortisation of
obligations under granting of rights, change in fair value of contingent consideration, Co-
Ownership Plan II related non-cash items and loss on derecognition of contingent consideration,

(3) Calculated based on number of shares in issue as at the respective year end.
(a) Revenue

The Group completed the WTT Merger in April 2019 and acquisition of Jardine
OneSolution Holdings (C.I.) Limited, Adura Hong Kong Limited and Adura Cyber
Security Services Pte. Ltd. (together, “JOS”) in December 2019 (the “JOS
Acquisition”). As a result, the Group’s revenue increased by 85% from HK$5.1
billion in FY2019 to HK$9.5 billion in FY2020 and further by 21% to HK$11.5
billion in FY2021. Due to the Transformation, the enterprise business surpassed the
residential business since FY2020 to become the largest contributor to the Group’s
revenue.

The Group’s revenue in the period of FY2021 — FY2024 stabilised at around
HK$11 billion — HK$12 billion. Both enterprise business and residential business
remained resilient amid headwinds including resurgence of COVID-19 pandemic in
FY2021 - FY2022, high inflation, uncertain macro-economic conditions in post-
pandemic period and fierce market competition. Revenue from handsets and other
products declined significantly in FY2023 — FY2024.

Revenue from enterprise solutions saw a 10% growth in 1H2025. Mainly due to
weak sales of handsets and other products (1H2025 recorded a 17% decrease in this
segment as compared to 1H2024), the Group’s overall revenue experienced a modest
1% decrease to HK$5.7 billion in 1H2025 as compared to HK$5.8 billion in 1H2024.



(b) Network costs and costs of sales

The Group’s network costs and costs of sales increased by 169% year-on-year
to HK$4.9 billion in FY2020 and further increased by 41% year-on-year to HK$7.0
billion in FY2021, mainly due to enlarged business scale after the WTT Merger, the
JOS Acquisition and organic business growth during the respective years. The
Group’s network costs and costs of sales then increased year-on-year by HK$205
million or 3% to HK$7.2 billion in FY2022, mainly due to the increased cost of
inventories led by an increase in sales of smartphone products and enterprise
solutions related products, which was partially offset by a decrease in costs of
wholesale IDD. In FY2023, the Group’s network costs and costs of sales increased
by HK$369 million or 5% to HK$7.5 billion, mainly due to the increase in the cost
of wholesale IDD which was partially offset by the decrease in cost of inventories.

The Group’s network costs and cost of sales decreased year-on-year by 11% to
HK$6.7 billion in FY2024 mainly due to the decrease in cost of inventories, with a
further decrease by 2% to HK$3.7 billion in 1H2025.

The Group’s gross margin stabilised at 35% — 38% during FY2021 — 1H2025.
(c) EBITDA

Mainly due to the increase in network costs and costs of sales, the Group’s
EBITDA decreased by 12% from HKS$2.6 billion in FY2022 to HK$2.3 billion in
FY2023. It improved by 3% to HK$2.4 billion in FY2024, mainly due to reduced
operating expenses from operational improvements. Due to strong operational
performance such as 10% revenue growth in system integration business (SI
Business) and strategic initiatives targeted at driving growth such as setting up
HKBN Inno Tech Ecosystem Alliance in January 2025 to assist mainland Chinese
companies in setting up locally and facilitating global firms’ access to mainland
China markets, the Group’s EBITDA increased by 5% to HK$1.2 billion in 1H2025
as compared to 1H2024,

We regard enterprise value/EBITDA (“EV/EBITDA”) as an important metric
in analysing the Company. We calculate the EV by reference to the market value of
the Company’s Shares plus interest bearing debt less cash. In the case of the
Company, the net debt component of EV is considerably higher than the market
value of its Shares. Please see Note 3 to the Table 5 below for a more detailed
description of EV/EBITDA,
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(d) Finance costs

In FY2023 and FY2024, finance costs were on an upward trend, largely
attributable to increases in interest and finance charges on bank loans due to HIBOR
increase. As a result, the ratio of the finance costs to AFF increased from 21% in
FY2022 to 92% in FY2023 and 139% in FY2024.

In 1H2025, due to the decline in HIBOR and HK$2 million increase in fair
value gain on interest-rate swaps, the finance costs decreased by 9% to HK$366
million as compared to 1H2024. The Group’s substantial and changing finance costs
are one of the main reasons why the Group’s net profit is more volatile than
EBITDA and why in our opinion EBITDA is a more reliable indicator of value than
net profit.

According to the release by the Hong Kong Bank of Association of Banks, the
one-month HIBOR dropped from 3.98% to 0.57% in May 2025. It saw a gradual
rebound to 1.18% in July 2025 and then moved between 0.88% and 1.18% during the
one-month period before the Latest Practicable Date (the “HIBOR Cut”). Under the
Group’s hedging strategy, HK$5,250 million of bank borrowings is covered by an
interest swap fixing the HIBOR interest rate exposure at 3.95% until 24 November
2025. The Group may well be able to achieve further interest savings in 2H2025.

(e) Profit/(loss) attributable to Shareholders

The Group’s profit doubled in FY2021 as (i) the Group’s revenue in FY2021
increased by 21% as discussed above; and (ii) other operating expense and finance
costs dropped. In FY2032, the network costs and costs of sales increased by 3%, in
line with the growth in revenue in the corresponding period. Other operating
expenses decreased by 4% mainly attributable to streamlined businesses and halved
finance costs mainly caused by the increase in fair value gain on interest-rate swap
and decrease in loss on extinguishment of senior notes. As a result, the Group’s
profit doubled for a second consecutive year in FY2022,

According to the FY2023 Annual Report, faced with high interest rate
environment which depressed global macro-IT spending, the Group recognised an
impairment on goodwill of HK$1.2 billion in FY2023. Furthermore, the Group’s
finance costs increased by 194% mainly caused by an increase in interest and finance
charge on bank loans due to interest rate hikes. Due to the impairment on goodwill
and sharply increasing finance costs coupled with flat revenue, the Group recorded a
loss of HK$1.3 billion in FY2023,

Despite flat revenue in FY2024 and continued high interest rate environment,
the Group turned profitable in FY2024 mainly due to the absence of the significant
impairment on goodwill and decreased costs.

For 1H2025, profit increased significantly from HK$1.5 million in 1H2024 to
HK$108 million in 1H2025, primarily driven by operational efficiencies that reduced
operating expenses and lowered finance costs.
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(f) AFF and dividend

According to the Company’s annual reports, one of the factors the Company
takes into account when determining the dividends is AFF, which is based on
EBITDA less, inter alia, the cash outflow required to maintain its operation including
net interest paid, income tax paid and lease payments. A comparison of AFF per
Share and dividend per Share in 2019 — 2024 is illustrated below:

FIGURE 1: AFF PER SHARE COMPARED TO DIVIDEND PER SHARE
IN 2019 - 2024
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Following increased network costs and costs of sales and increased net interest
paid, the Group’s AFF dropped to HK$763 million in FY2023. It further decreased to
HK$620 million in FY2024 mainly resulting from increased net interest paid and
decreased working capital inflow. As a result, AFF per Share was 57.2 cents, 84.9
cents, 86.3 cents, 86.4 cents, 58.2 cents and 47.3 cents in FY2019 - FY2024,
respectively. The Group’s AFF increased by 2% to HK$126 million in 1H2025 as
compared to 1H2024, mainly due to a higher EBITDA, a decrease in net interest
paid, a decrease in customer acquisition and retention costs and a decrease in income
tax paid, which were partially offset by higher capital expenditure and an increase in
working capital outflow.
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The dividend per Share was 70 HK cents, 75 HK cents, 76.5 HK cents, 60 HK
cents, 40 HK cents and 31.5 HK cents in FY2019 — FY2024 respectively, while AFF
per Share was 57.2 HK cents, 84.9 HK cents, 86.3 HK cents, 86.4 HK cents, 58.2
HK cents and 47.3 HK cents in the corresponding financial years respectively. As a
result, the ratio of dividend per Share to AFF per Share was maintained at around
90% in FY2019 — FY2021 and around 70% in FY2022 — FY2024. According to the
Company’s announcement dated 27 October 2022, in light of the changes in the
global and local economic and market conditions including market turbulence caused
by COVID-19 pandemic, geopolitics and rising interest rate, and operating
environment, a revision of the dividend policy was made to give the Group more
flexibility and agility to seize more business, investment, growth, and early debt
repayment opportunities.

The interim dividend per Share in respect of 1H2025 was 15.5 HK cents,
representing a 3.3% increase over 1H2024 of 15 HK cents. The Company has not
made a forecast of final dividend for FY2025, which ends on 31 August 2025.

Comments

The WTT Merger and JOS Acquisition in 2019 have not only expanded the
Group’s business scale and customer base, but also transformed the Group into an
enterprise centric integrated ICT service provider with enterprise related segments
contributing 60% or above of the Group’s revenue since FY2020. The completion of
the WTT Merger and JOS Acquisition took place in April 2019 and December 2019,
respectively.

After having fully consolidated the results of WTT and JOS, the Group’s
revenue and EBITDA were relatively stable in FY2021 — FY2024 as compared to the
more volatile profit attributable to Shareholders. The Group recognised an
impairment of HK$1.2 billion in view of high interest environment and depressed
global macro-IT spending in FY2023, part of the reasons for the loss in FY2023.

The Group was able to increase its profit in FY2024 — 1H2025 due to the
absence of the significant impairment on goodwill and decreased costs. Mr. Yeung
took over the role of Chief Executive Officer in February 2024,

AFF, which is derived from EBITDA less, inter alia, the cash outflow required
for operation, is used to determine the dividend payout. The interest rate hike
between March 2022 and July 2023 and continued high interest environment caused
the Group’s AFF per Share to decline by 33% in FY2023 and continued to drop in
FY2024, as did the dividend per Share.

In 1H2025, however, mainly benefitting from increased EBITDA and decreased
HIBOR, the Group’s AFF improved by 2%. Accordingly, the interim dividend was
increased by 0.5 cents year-on-year in 1H2025. Further savings in interest charges
are likely for the six months ended 31 August 2025 (2H2025).
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1.2, Financial position

Set out below are the summarised consolidated statement of financial position of the
Group as at 31 August 2019, 2020, 2021, 2022, 2023 and 2024 as extracted from the
FY2020 Annual Report, FY2021 Annual Report, FY2022 Annual Report, FY2023 Annual
Report and FY2024 Annual Report, and as at 28 February 2025 as extracted from the
FY2025 Interim Report;

TABLE 2: SUMMARISED CONSOLIDATED STATEMENT OF FINANCIAL
POSITION OF THE GROUP

As at 28
(HK$000) February As at 31 August
2025 2024 2023 2022 2021 2020 2019

(Unoudited)  (Audited)  (Audited)  (Audited)  (Audited)  (Audited)  (Audited)

Total assets 17,371,436 17,668,832 18,147,605 20,427,098 21,768,433 22,124,115 20,382,024
Goodwill 7,816,507 7,816,507 7,816,507 9,016,507 9,016,507 9,016,507 8,788,319
Intangible assets 2,168,717 2,367,621 2,775,801 3,202,607 3,606,163 4,200,644 4,638,643
Cash and cash equivalents 1,077,969 1,217,406 1,016,769 1,129,226 1,421,124 676,457 662,816
Total lLiabilities 14,965,350 15,114,568 15,096,523 15,503,015 16,230,670 15,663,616 12,925,463
Bank and other borrowings 10,943,824 10,977,603 10,956,714 11,210,917 11,312,699 6,329,035 4,454,253
Senior note - — —_ — — 4,101,847 5,169,137

Total equity (“NAV?) 2,406,086 2,554,264 3,051,082 4,924,083 5,537,763 6,460,499 7,456,561

NAV per Share (HK$) @ 1.63 173 2,06 3.33 3.74 437 5,04

Notes:
1. Refers to total equity attributable to equity shareholders of the Company at the relevant time.
2. Calculated based on NAV as at the respective year/period end divided by the sum of (i) the

number of Shares in issue and (ii) 167,322,212 new Shares that would be issued upon full
conversion of the VLNs as at the respective year/period end.
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(a) Total assets

Goodwill, intangible assets and cash and cash equivalents accounted for the
largest part of the Group’s total assets, Changes in goodwill during the period were
mainly caused by the WTT Merger in FY2019 which increased the goodwill by
HK$7.0 billion. Impairment resulting from the shortfall in the actual results against
forecast in the second half of FY2023 reduced the goodwill by HK$1.2 billion in
FY2023 to HK$7.8 billion. The Group’s goodwill remains at HK$7.8 billion as at 28
Febroary 2025.

The Group’s intangible assets mainly consist of customer relationships of
various businesses and brands and trademarks arising from business combinations.
The decreases in intangible assets in FY2019 — 1H2025 were mainly caused by
amortisations.

The Group’s cash and cash equivalents have been relatively stable since 2021 at
around HK$1.1 — 1.4 billion. The Group recorded relatively mild net cash and cash
equivalents decrease in FY2023 and increase in FY2024. The Group’s cash and cash
equivalents decreased by 11% to HK$1.1 billion as at 28 February 2025 as compared
to 31 August 2024, mainly due to a majority of income tax being paid in 1H2025.

(b) Total liabilities

The Group’s total liabilities increased from HK$12.9 billion in FY2019 to
HK$15.7 billion in FY2020, representing a year-on-year increase of 21%. The
increase was mainly due to consolidation of JOS’s liabilities after the completion of
JOS Acquisition in FY2020 and the increase in bank and other borrowings. The
increase in bank and other borrowings in FY2020 was due to the early redemption of
the senior notes of HKS$1.1 billion and payment of the cash consideration of
HK$391.5 million for the JOS Acquisition. Bank and other borrowings further
increased from HK$6.3 billion in FY2020 to HK$11.3 billion in FY2021 following
the redemption of the senior note in full. Thereafter, the Group’s total liabilities
broadly stabilised at approximately HK$15 billion — HK$16 billion.
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The Group’s gearing ratio (calculated based on gross debt divided by NAV) has
shown on an upward trend, rising from 130% in FY2019 to 474% in 1H2025, mainly
due to a declining NAV. The trend of the gross debt, NAV and gearing ratio over the
past six and a half year is illustrated below:

FIGURE 2: GROSS DEBT, NAV AND GEARING RATIO IN 2019 -

1H2025
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On 18 March 2025, the Group refinanced bank loans with principal amount of
HK$5.25 billion due on 24 November 2025 by a term loan facility. On 17 April
2025, the Group drew down an incremental facility in an amount of HK$1.5 billion
for the prepayment of bank loans due on 9 April 2026. Such refinanced bank loan is
due on 18 March 2030.

The Company has recently been in negotiation with its banks to extend and
revise terms of its borrowings. We are informed by the Management that (i) it has
made progress in this respect and interest costs may well be lower in FY2025 than
the record levels in FY2024; and (ii) the Group’s loan facilities contain no covenant
relating to the ratio of gross debt to net assets, As advised by the Management, bank
borrowings provided to the Group are normally subject to covenants related to net
gearing to EBITDA ratio rather than debt to net assets, which improved from 5.1
times as at 31 August 2023 to 4.8 times as at 28 February 2025, To further improve
such ratio, the Management will continue to make efforts to improve the Group’s
EBITDA including some cost control measures such as digitalisation and operational
improvements. In addition, according to the Offer Document, the Offeror is currently
in discussions with the Company with the aim of helping the Company to secure
more optimal financing terms.

Please refer to the indebtedness statement in the Appendix I to the Response
Document for the position as at 30 June 2025.
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(c) NAV and NAV per Share

The Group’s NAV trended downwards in FY2019 — 1H2025, from HK$7.5
billion as at 31 August 2019 to HK$2.4 billion as at 28 February 2025, largely due
to the dividend payments to Shareholders and distribution to holders of VLNs
exceeding the Group’s profit each year/period and HK$1.2 billion impairment made
for FY2023,

The NAV as at 28 February 2025 was HK$1.63 per Share.
Comments

Goodwill and intangible assets account for more than half of the Group’s total
assets. The majority of the goodwill and intangible assets are related to the Group’s
enterprise business, the major contributor to the Group’s revenue. To redeem the
senior notes so as to reduce the high interest expenses, the Group increased bank and
other borrowings in FY2021 and they have remained around HK$11 billion since
then.

1.3. Industry overview

The Group is mainly engaged in provision of telecommunication services to
residential and enterprises customers in Hong Kong. For FY2024, Hong Kong market
contributed HK$9.6 billion income, representing 90% of the Group’s total revenue.

Hong Kong has advanced telecommunication infrastructure. In the IMD World
Digital Competitiveness Ranking 2024 published by the IMD World Competitiveness
Centre (one of the most renowned institutions globally for competitiveness evaluation),
Hong Kong ranked third in Asia and seventh in the World in terms of digital
competitiveness, Benefiting from the advanced telecommunication infrastructure,
according to the Office of Communication Authority of Hong Kong (OFCA), Hong Kong
has one of the world’s highest penetration rates for fixed broadband services and mobile
services. As at December 2024, 96.8% of the households in Hong Kong are using fixed
broadband service. The number of mobile service subscriptions was 28 million in
December 2024, remaining one of the highest penetration rates in the world at 359.6%,
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On the other hand, these statistics also indicate that Hong Kong telecommunication
market is highly saturated, as evidenced by the year-on-year changes (“YoY Changes”)
in the number of lines (exchange lines and non-exchange lines) for wireline services,
registered broadband internet access lines and public mobile subscriptions in the past ten
years, which have been set out as follows:

Wireline

services Registered

(exchange lines broadband
and non- internet access Public mobile
Year exchange lines) lines subscriptions
2024 -5% 1% 14%
2023 -5% 0% 9%
2022 -4% 2% -10%
2021 3% 2% 7%
2020 -3% 3% -3%
2019 -1% 3% 11%
2018 -1% 2% 14%
2017 -1% 1% 10%
2016 0% 12% 3%
2015 -3% 3% -3%

Source: The website of OFCA.

In 2015 ~ 2023, the number of lines for wireline services and registered broadband
internet access lines exhibited negative or stagnant growth, The YoY Changes of public
mobile subscriptions, in contrast, demonstrated volatility. This volatility, based on our
analysis on the breakdown of the public mobile subscriptions, may be due to the shift
from 3G to 4G and 5G resulting from the wireless technology advances as evidenced by
(i) rapidly decreasing 3G subscriptions, (ii) a surge in 4G subscriptions in 2015 — 2021
and (iii) a mild decrease in 4G subscriptions and a skyrocketing growth in 5G
subscriptions after 5G rolled out in Hong Kong since 2022. The rollout of the real-name
registration programme in September 2021, which requires users to complete the
registration for their SIM cards with the service providers from March 2022 onwards,
might have also impacted mobile subscriptions during the time.
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All sectors of Hong Kong’s telecommunications market have been liberalised with no
foreign ownership restrictions. As at December 2024, according to OCFA, there were 29
licensees authorised to provide local fixed carrier services, 188 licensees authorised to
provide external fixed communication services and 337 licensees authorised to provide
internet services. To retain or increase the market share, according to major players’
annual reports, cut-throat price wars were commonly seen before 2018 at the cost of
eroded profit margins. In 2018 — 2022, it is reported that price wars eased and Hong Kong
telecommunication operators turned to focus on improving service quality and devising
innovative plans to better serve customers’ needs. Some major players including HKT,
SmartTone and the Group increased prices of some of their broadband plans and mobile
data plans since 2018. However, with the arrival of 5G era in 2022, it is reported that the
price war reignited among Hong Kong telecom carriers with an aim to gain a head start in
boosting 5G user base.

Comments

In view of the highly saturated and fiercely competitive Hong Kong
telecommunication market coupled with global market turbulence, Hong Kong
telecommunication operators are under pressure to deliver sustainable business
growth at acceptable profit margins. In 2025, as stated in the Group’s FY2025
interim results announcement, the operating environment is remaining challenging.
The Group will continue prioritizing operational efficiency to yield measureable
gains and strengthen cost structure and enhance its ability to adjust to market shifts.

2. Offeror’s intention with regard to the Group and reasons for and benefits of the
Share Offer

Upon completion of the Share Offer, if successful, the Company will become an indirect
subsidiary of China Mobile, which is dual-listed on the Hong Kong and Shanghai Stock
Exchanges. As at the Latest Practicable Date, it is the intention of the Offeror for the Group to
continue to carry on its existing business and the Offeror does not have any plan to make any
material change to: (a) the business of the Group (including any redeployment of any fixed
asset of the Group); or (b) the continued employment of the employees of the Group (other
than in the ordinary course of business). Following completion of the Share Offer, the Offeror
will continue to consider how best to support the Group’s future development and expansion,
as well as integration within the China Mobile Group to maximise synergies.

For the year ended 31 December 2024, the China Mobile Group’s operating revenue was
RMB1,040.8 billion, up by 3.1% year-on-year and profit attributable to equity shareholders
was RMB138.4 billion, up by 5.0%. As at 31 December 2024, total equity attributable to its
equity shareholders was RMB1,392.0 billion, up by 3.7%. The substantial larger balance sheet
of the China Mobile Group and its leading position in the China telecommunications market
are expected to benefit the Group in various aspects from business collaboration and research
and development to financial management and stability.
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As set out in the section headed 15 of letter from CICC in the Offer Document, the
Offeror considers that the Share Offer (i) (a) unlocks shareholder value at a compelling
premium; (b) provides shareholders with a unique opportunity to fully monetise investment
with limited liquidity; and (¢) helps the shareholders realise gains amidst current uncertain
market conditions; and (ii) (a) enables the Offeror to support the Company in strengthening its
financial position by addressing key issues such as debt management and interest expenses;
and (b) enables the Offeror to leverage its industry-leading expertise and resources to enhance
the Company’s competitive position and expand its market presence.

3. Evaluation of the Offer Price of HK$5.075 per Share
3.1. Share analysis
(a) Share price performance

Set out below is the movement of the closing prices of the Shares (on an ex-
dividend basis) on the Stock Exchange during the period from 1 January 2022 up to
and including the Latest Practicable Date (the “Review Period”), which covers
recent major announcements of the Company published during the Review Period.
The Review Period is considered sufficient to provide a general overview of the
recent market performance of the Shares. The Share price performance as compared
to the Offer Price and Hang Seng Index (the “HSI”) during the Review Period is
illustrated as follows:

FIGURE 3: SHARE PRICE PERFORMANCE (ON AN EX-DIVIDEND
BASIS) COMPARED TO OFFER PRICE AND THE HSI
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Reference no. Date Event

A 21 April 2022 FY2022 interim results announcement

B 27 October 2022 FY2022 annual results announcement and revision of
dividend policy

C 2 March 2023 3.7 announcement in relation to a possible offer from
I Squared (the “2023 Possible Offer”)

D 26 April 2023 FY2023 interim results announcement

E 13 June 2023 3.7 announcement re: termination of the 2023 Possible
Offer

F 9 October 2023 Profit warning

G 2 November 2023 FY2023 annual results announcement

H 26 April 2024 FY2024 interim results announcement

I 31 October 2024 FY2024 annual results announcement

J 20 November 2024 3.7 announcement re: the Share Offer

K 2 December 2024 Offer Announcement 3.7 announcement re: the I Squared
Offer

L 9 April 2025 Disposal of TPG interest in the Company to the Offeror

M 25 April 2025 FY2025 interim results announcement

N 27 May 2025 Ex-dividend date (the “Ex-dividend Date”)

0 28 May 2025 Price Adjustment Announcement

P 30 June 2025 End of offer period for I Squared Offer

Q 1 August 2025 Satisfaction of all Pre-Conditions
(the “Fulfillment Date”’)

R 4 August 2025 Further Share Acquisition

S 6 August 2025 Despatch of the Offer Document

The Share price fell from HK$10.805 on 9 February 2022 to HK$8.545 on 15
March 2022. A slight increase in Share price was seen after the release of FY2022
interim results announcement on 21 April 2022. The Share price then broadly
followed the trend of the HSI to fall from above HK$10 in late May 2022 to below
HK$6 in late October 2022, During the time, Fed rate was increased by a cumulative
3 percentage points.

On 27 October 2022, the Company announced FY2022 annual results and a
revised prudent dividend policy, following which the Share price fell below the Offer
Price for the first time at HK$4.575 on 28 October 2022. Since then, the Share price
movements have largely departed from the trend of HSI. A surge in the Share price
was seen after the release of the 3.7 announcement in relation to the 2023 Possible
Offer on 2 March 2023, from HK$5.465 on 2 March 2023 to HK$6.415 on 18 April
2023. However, the Share price gradually fell to below HK$5.00 after the FY2023
interim results announcement on 26 April 2023 and the termination of the 2023
Possible Offer on 13 June 2023. On 9 October 2023, the Company announced in a
profit warning that the Group was expected to record a consolidated loss of
approximately HK$1.3 billion in FY2023 due to increase in finance cost and the
recognition of impairment on goodwill of approximately HK$1.2 billion. After the
profit warning, the Share price hit a low of 2.555 on 31 October 2023. Between
November 2023 and September 2024, the Share price traded in the range of HK$2.2
— HK$3.5. During this period, the Company reported a loss of HK$1.3 billion in its
FY2023 annual results announcement on 2 November 2023 and a 93% year-on-year
decrease in the Group’s profit in its FY2024 interim results announcement on 26
April 2024, In contrast, the HSI generally trended upward during the same period.
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In the 4th quarter of 2024, the Share price moved upward, from HK$2.955 on 2
October 2024 to HK$4.935 on 31 December 2024. During this period, the Company
announced that the Group turned around from a loss in FY2023 to a profit in
FY2024 in its FY2024 annual results announcement on 31 October 2024, The Share
price closed at HK$3.555 on the Undisturbed Date (i.e, 12 November 2024), the last
trading day prior to irregular trading volumes and price movements in the Shares.

On the date of Offer Announcement, a 3.7 announcement was made regarding I
Squared Offer, which indicated its preliminary interest to acquire 100% interest in
the Company. The 3.7 Announcement and Offer Announcement released in late
November 2024 and early December 2024 drove further gains in the Share price to a
level near to the Offer Price.

On 9 April 2025, it was announced that the Offeror and TPG entered into a
share purchase agreement pursuant to which TPG agreed to sell, and the Offeror
agreed to purchase, all the Shares (including the new Shares to be issued upon
conversion of VLNs) held by TPG at the Offer Price. However, no significant impact
was seen on the Share price.

On the Ex-dividend Date, the Share price closed at HK$4.99. On 28 May 2025,
the Offeror released the Price Adjustment Announcement to confirm the impact of
2025 Interim Dividend on the Original Offer Price and stated that the Offer Price
shall be HK$5.075 per Share after having deducted the 2025 Interim Dividend. On
30 June 2025, the Company announced that I Squared no longer intended to proceed
with the I Squared Offer to acquire 100% of the outstanding shares of the Company.
From the Ex-dividend Date to the Latest Practicable Date, the closing prices of the
Share were below the Offer Price.

We have run a regression analysis to examine the relationship between the HSI
and Share price during the period from 1 January 2022 up to and including the
Undisturbed Date (the “Undisturbed Period”). Based on the result, the Share price
movement seemed to gradually depart from that of the HSI during the Undisturbed
Period and there was no strong correlation between the HSI movement and Share
price movement in the later part of the Undisturbed Period. As mentioned above, the
Company revised its dividend policy on 27 October 2022 and issued a profit warning
which disclosed the recognition of HK$1.2 billion impairment on goodwill on 9
October 2023. These fundamental changes specific to the Group may be a cause of
discrepancies between the HST movement and the Share price movement,

As at the Latest Practicable Date, the Share closed at HK$5.05, representing a
premium of 0.50% over the Offer Price.
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(b) Offer Price comparison with undisturbed prices and NAV

A comparison of the Offer Price of HK$5.075 per Share with the recent closing
prices of the Shares (on an ex-dividend basis) and NAV per Share (after having
adjusted for the 2025 Interim Dividend) is set out as follows:

TABLE 3: SHARE PRICE (ON AN EX-DIVIDEND BASIS)

COMPARISON
Closing price or
average closing price
of the Shares (on an  Premium represented
ex-dividend basis) by the Offer Price
(HKS$)
Latest Practicable Date 5.05 0.50%
3.56
Undisturbed Date (the “Undisturbed 42.76%
Price”)
5 trading days 3.58 41.88%
Preminm represented
(HK$) by the Offer Price
NAV as at 28 February 2025
(after having adjusted for the
2025 Interim Dividend) % 1.47 224.79%

Source: Bloomberg and the website of the Stock Exchange
Notes:
1. Up to and including the Undisturbed Date.

2. Calculated based on the Group’s NAV as at 28 February 2025 having adjusted for the 2025
Interim Dividend and the number of Shares in issue as at the Latest Practicable Date.
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On an ex-dividend basis, the Offer Price of HK$5.075 represents premium of
approximately 42.8% over the Undisturbed Price. The Offer Document sets out
comparisons over longer periods, but we consider these comparisons less valid, as
the Share price and trading volume increased after the FY2024 annual results
announcement on 31 October 2024, seven trading days before the Undisturbed Date.

The Offer Price represents a premium of 224.79% over NAV per Share of
HK$1.47 per Share (adjusted for the 2025 Interim Dividend) as at 28 February 2025.
However, we do not consider the premium over NAV a useful criterion for assessing
the Company’s value, which in our view, is largely determined by EBITDA and
dividend yield as discussed in sub-section 1.1(d) and 3.1(a) above.

On the Latest Practicable Date, the Offer Price represents a premium of 0.50%
over the closing price of the Shares. The Share price movement after the Undisturbed
Date has been determined, in our view, by the Share Offer. Since the Offer
Announcement, the Share price has traded mostly at a small discount to the Offer
Price, the exceptions being, in our view, due to the expectation of a possible
competitive situation which in the end has not materialised.

Comments

The Share price is influenced by a combination of factors, including the
Group’s business and financial performance, the Company’s dividend distribution,
the broader market sentiment and the Share Offer, although the impact of these
factors varies at different periods. The Share price fell below the Offer Price for the
first time after the revision of the Company’s target dividend payout in late October
2022 from not less than 90% (with an intention to pay 100%) to 75% of the AFF.
The 2023 Possible Offer in the first half of 2023 gave the Share price a short-term
boost. However, since the lapse of the 2023 Possible Offer in June 2023 and up to
and including the last trading day prior to release of the Offer Announcement, the
Share was traded below the Offer Price. After the release of the 3.7 Announcement
and Offer Announcement, the Share price moved to a level close to the Offer Price
but with intermittent dips, which may imply market uncertainty about the Share
Offer being subject to a number of Pre-Conditions (i.e. obtaining of approvals from
PRC and Hong Kong authorities) and conditions of the Share Offer itself (i.e. the
Offeror holding more than 50% of the voting rights of the Company as at the
Closing Date).
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It is conventional, as is done above, to compare the Offer price with the
undisturbed market price, i.e. the price before any disorderly trading shortly before
the announcement of an offer, as after that the market price will be influenced by the
offer price. In this case, the Share Offer, announced in December 2024, was subject
to extensive Pre-Conditions, so that the voluntary general offer document was only
formally posted in August 2025, some nine months later.

During the period from the Undisturbed Date to the Fulfillment Date (“Pre-
Conditional Period”), the HSI has increased by approximately 23.5% and the share
prices of two Comparable Companies (as defined in section 3.2 below) increased by
27.8% and 12.3%. For illustration only, if the Company’s Share price is assumed to
have increased by the same percentage as the average of the HSI and the two
Comparable Companies (i.e. by 21.2%) during that period, the adjusted reference
price for comparison would have been HK$4.31-4.34 (“Adjusted Illustrative
Price”). On that basis, the premiums of the Offer Price over the Adjusted Illustrative
Price would have been approximately 17% — 18%, as opposed to approximately 42%
to 43% as set out above. However, we note that the Company is not a member of the
HSI and the Share price has not recently been closely correlated with movements of
HSI. We have certain reservations (as expressed in section 3.2) about using the
Comparable Companies for valuation. Other factors such as the Company’s size,
stability, gearing, changes in interest rates and dividend policy, may also have
affected the Company’s Share price in the absence of the Share Offer,

Consequently, although the Company’s Share price might have increased during
the Offer Period in the absence of the Share Offer, it is in our view not possible to
quantify any such price increase reliably. Even if the Adjusted Illustrative Price were
to be adopted for the sake of example, the premium of the offer price over the
market price is within the range of the Comparable GOs set out in section 3.2 below.
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(¢) Trading liquidity

Set out below are the monthly total trading volumes of the Shares and the

TABLE 4: TRADING LIQUIDITY OF THE SHARES

2022
January
February
March
April

May

June
Tuly
August
September
October
November
December

2023
January
February ¥
March @
April
May

June

July
August
September
October
November
December

— 26—

Monthly total
trading volume
of the Shares

27,093,762
50,335,998
60,344,585
48,632,083
93,441,210
91,222,220
33,489,540
43,219,168
56,453,442
112,271,255
83,911,893
64,294,931

99,629,354
100,354,910
172,147,501
162,685,177

59,904,221

93,965,404

33,815,399

46,845,152
113,571,680

56,688,966
128,940,901

68,808,633

percentages of the monthly total trading volume of the Shares to the total issued
Shares of the Company during the Review Period:

Percentage of

the monthly
total trading

volume of the
Shares to the

total issued
Shares (¥

2.07%
3.84%
4.60%
3.71%
7.12%
6.96 %
2.55%
3.30%
4.30%
8.56%
6.40%
4.90%

7.60%
7.65%
13.13%
12.40%
4.57%
7.16%
2.58%
3.57%
8.66%
4.32%
9.83%
5.25%



2024

January
February
March

April

May

June

July

August
September
October
November &
December

2025
January
February
March
April
May
June
July

August (up to and including the

Latest Practicable Date)

Monthly total

trading volume

of the Shares

45,907,944
46,423,707
148,550,541
143,214,284
194,296,764
75,699,101
57,665,435
66,549,108
107,727,620
137,297,114
294,979,911
194,053,178

117,296,734
139,156,700
146,682,459
77,170,894
39,078,247
54,302,901
41,774,972

15,753,721

Source: Bloomberg and the website of the Stock Exchange

Notes:

Percentage of
the monthly
total trading

volume of the

Shares to the

total issued
Shares

3.50%
3.54%
11.33%
10.92%
14.81%
5.77%
4.40%
5.07%
8.21%
10.47%
22.49%
14.80 %

8.94%
10.61%
10.51%

5.22%

2.64%

3.67%

2.82%

1.07%

(1)  The calculation is based on the monthly total trading volumes of the Shares divided by the
total number of Shares in issue as at the end of each month or the Latest Practicable Date,

as applicable.

(2) Trading in the Shares was suspended during the period from 28 February 2023 to ! March
2023 pending the release of the 3.7 announcement in relation to the 2023 Possible Offer.

(3) Trading in the Shares was suspended on 19 November 2024 pending the release of the 3.7
announcement in relation to the Share Offer and on 2 December 2024 pending the release

of the Offer Announcement.
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Surges in trading turnover were seen in March and April 2023, coupled with
fluctuations of Share closing price, which might be caused by the 2023 Possible
Offer announced in early March 2023. After the termination of the 2023 Possible
Offer was announced in June 2023, the monthly turnover failed to maintain the high
level in the remaining months of 2023, From March 2024 to May 2024, the monthly
turnover returned to a level of above 10% of the total issued Shares. We have
discussed with the Management and they are unaware of the reason for the increase
in turnover in those months. The monthly turnover then fell down to a level of 4% ~
9% of the total issued Shares before it surged again to reach 10.5% — 22.5% of the
total issued Shares in October — December 2024. During this period, the Company
announced the possible offer from the Offeror in November 2024 and the Offeror
announced the Share Offer in December 2024,

Comments

The Shares are not as heavily traded as major blue chips but see moderate and
consistent volume due to, in our opinion, the recurring nature of revenue of the
Group and the Company’s high dividend payout. The Share Offer, in our view,
provides an exit opportunity for Shareholders with relatively sizeable shareholdings
to realise their investments in the Shares at a fixed cash price without the risk of
disturbing the market price.

3.2, Comparable analysis

(a) Comparable companies

Information on the business of the Group is set out in the section 1 above. In
FY2024, the Group generated around 56% of its revenue from provision of
telecommunication related services including mainly enterprise solutions and
residential solutions in Hong Kong. The market capitalisation of the Company was
approximately HK$7.5 billion based on the closing Share price and number of Shares
in issue as at the Latest Practicable Date.

We considered listed companies engaged in similar business segments of the
Company (i.e. provision of technology and telecommunications and related services
including enterprise solutions and total home solutions) and contribution from Hong
Kong market of not less than 30%. The screening results of Bloomberg based on the
aforementioned selection criteria having been cross-checked by our review of their
latest financial statements identify two comparable companies, being HKT Trust and
HKT Limited (6823.HK) (“HKT”) and CITIC Telecom International Holdings Ltd.
(1883.HK) (“CITIC Telecom”) (the ‘“Comparable Companies”), which, so far as
we are aware of, are exhaustive based on the aforementioned selection criteria.
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We have also reviewed companies listed on the Main Board of the Stock
Exchange with over 50% of their last full-year revenue generated from provision of
telecommunication related services without enterprise and home solutions in Hong
Kong and market capitalisation ranging from HK$1 billion to HK$10 billion by
Bloomberg screening tools. Two such companies were identified, Hutchison Telecom
Hong Kong Holdings (215.HK) and SmarTone Telecommunications Holdings
Limited (315.HK). However, they are both primarily mobile operators and have
large net cash balances. Consequently, we do not consider them comparable in either
business or financial terms.

In conducting our analysis, we have considered the EV/EBITDA ratio, the
dividend yield and the price-to-book ratio (“PBR”) of the Company implied by the
Offer Price with those of the Comparable Companies, which, we consider, are widely
accepted multiples to evaluate a company in the telecommunications sector. We also
considered using the price-to-earnings ratio but owing to the Company’s volatile
profit/loss record, we concluded that it would not be appropriate. Details of the
Comparable Companies are set out in the table below:

TABLE 5: COMPARABLE COMPANIES

Market Dividend
Company (stock code) Capitalisation EV/EBITDA © yield @ PBR &
(in HK$ billion) (times) (%) (times)
HKT (6823.HK) 91,97 9,83 6.57 273
CITIC Telecom (1883.HK) 938" 5.89 742 0.92
Average 7.86 6.99 1.82
The Company (1310.HK)
based on the Offer Price
of HK$5.075 7,514 718 6.31 345

Source: Bloomberg and the websites of the Comparable Companies and the Stock Exchange

Notes:

1. The market capitalisations of the Comparable Companies are calculated based on the
average share closing price of the respective companies over the one month up to and
including the Latest Practicable Date (adjusted for any dividend declared during the one-
month period up to and including the Latest Practicable Date) multiplied by the number of
issued shares based on their respective monthly returns for the month of July 2025,

2. The market capitalisation of the Company is calculated based on the Offer Price multiplied
by the number of Shares in issue as at the Latest Practicable Date.
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3. EV is the sum of market capitalisation, minority interest, equity instruments and total debt,
minus cash or cash equivalents as referenced from their respective latest published financial
reports. EBITDA is profit for the last trailing twelve-month period plus finance costs,
income tax expense, depreciation, amortisation of intangible assets (net of direct cost
incurred in corresponding period), amortisation of customer acquisition and retention costs,
loss/(gain) on disposal of associates/subsidiaries, share of loss of discontinued operation,
impairment on goodwill, impairment on interest in a joint venture and less interest income
for the last trailing twelve-month period, the basis of which is same as that used by the
Company in its annual reports.

4. The dividend yields of the Comparable Companies and the Company are calculated based
on their dividend per share in the past 12 months as referenced from their respective latest
published financial reports divided by their respective market capitalisation.

5. The PBRs of the Comparable Companies and the Company are calculated based on their
respective market capitalisation divided by their respective net assets attributable to the
shareholders/equity holders after having adjusted for the latest declared dividend as
referenced from their respective latest published financial reports.

As regards the EV/EBITDA ratio, HKT at 9.83 times is the highest, as would be
expected from a large company which is the sector leader. CITIC Telecom, at 5.89
times, has a similar market capitalisation to the Company but a diverse business
location, The EV/EBITDA ratio of the Company at the Offer Price is 7.18 times lies
approximately halfway between the two Comparable Companies.

We have also reviewed dividend yield, as we consider investors may be
attracted by the relatively high yields paid by the telecommunications sector. The
Company has a dividend yield of 6.31% (at the Offer Price), lower than both HKT
(6.57%) and CITIC Telecom (7.42%). If Shareholders value yield, on the above
basis, they could achieve a somewhat higher yield by switching into the Comparable
Companies if they accept the Share Offer.

The Company also has the highest PBR at 3.45 times, compared with 2.73 times
for HKT and 0.92 times for CITIC Telecom, suggesting the Company at the Offer
Price may be highly valued on this metric. This may reflect some investor concern
over the Company’s balance sheet. However, we regard PBR as the least important
of the three metrics shown in Table 5 above.

The two Comparable Companies, which in our view are the closest comparables
in terms of business scope and location, could provide some reference as to the
valuation and the dividend payout of this type of business as valued by the market in
Hong Kong.

(b) Comparable voluntary general offers

We have researched voluntary general offer transactions announced in respect
of Hong Kong listed companies during the Review Period, which (i) did not involve
share buy-backs, share exchange offers or privatisations; (ii) were conditional on the
offeror obtaining more than 50% of the total issued shares of the offeree companies;
and (iii) became unconditional (i.e. were successful). A total of 11 general offer
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transactions (the “Comparable GOs”) have been identified, which, so far as we are
aware of, are exhaustive based on the aforementioned criteria. Details of the
Comparable GOs are set out in the table below:

TABLE 6: COMPARABLE GOS

Premium or (discount) represented by offer price overfto

closing share price/average share price onfover

Last
Date of initial Company name Market  full trading  Serading  30trading  G0-frading  90-frading
announcement” (stock code) Capitalisation®” day® day” day® day® day®
{in HKS
million)
3 April 2025 PT International Development 53 12.90% 9.38% (242% {16.39)% {10.23)%
Corporation Limited (372)
20 March 202 Microware Group Limiled (1985) 408 11.48% 9.85% 142% 9.52% 9.62%
4 December 2024 Courage Investment 120 (8.833)% (13.72)% (25.71)% {24.96)% (1749%
Group Limited (1145)
(“Courage Investment”)
2 September 2024 Xingda International 2,496 0.00% 0.78% 0.98% (0.28)% {4.58)%
Holdings Limited (1899)
6 August 2024 Hang Pin Living Technology 63 (20.00% (20.63)% (22.23)% (9.66)% 0.61%
Company Limited (1682)
(“Hang Pin") ©
9 May 204 Greatview Aseptic Packaging 37 26.19% 2.79% 2.86% 31.67% 37.20%
Company Limited (468)
11 April 204 Tonking New Encrgy Gronp 82 (48.45)% (42.40)% {30.89)% (18.51)% (14.8N%
Holdings Limited (8326)
(“New Energy”) ™
| February 2024 Willas-Array Electronics 289 49.32% 70.98% 18.25% 15.53% 67.85%
(Holdings) Limited (834)
29 November 2023 Cbanner Intemational 3 39.13% 37.93% 22.29% 21.00% W%
Holdings Limited (1026)
5 October 2023 New Sparkle Roll International 351 (10.00)% (8.16)% (2.56)‘% (1.87)% (2.59)%
Group Limited (970)
(“New Sparkle”) ®
30 June 2022 Cash Financial Services {10 25.37% 58.73% 33.18% 41.29% 45.54%
Gronp Limited (510)
Highest 49,32% 70.98% 18.25% 15.53% 07.85%
Lowest (48.45)% (4240)% (30.89)% (24.96)% (1749%
2 December 2024 The Company (1310) 7,506 42.76% 41.88% 51.20% 7548% 87.87%

Source: Bloomberg and the website of the Stock Exchange
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Notes:

1. The date of Rule 3.5 announcement or Rule 3.7 announcement pursuant to the Takeovers
Code, whichever is earlier.

2. The last undisturbed full trading day as disclosed in the respective initial announcement or
last full trading day prior to the release of the initial announcement.

3. Up to and including the last full trading day.

4. Calculated based on the offer price multiplied by the number of issued shares as at the
latest practicable date as disclosed in their respective offer/composite document,

5. According to the composite document in relation to the voluntary general offer to Courage
Investment’s shares, the monthly trading volume was below 1% of the total issued shares
during the twelve-month period prior to the last trading day.

6. According to the composite document in relation to the voluntary general offer to Hang
Pin’s shares, the average daily trading volume of Hang Pin’s shares ranged between nil to
approximately 0.0381% of the then total number of issued shares during the twelve-month
period preceding the commencement of the offer period and Hang Pin was loss making
since 2022,

7. According to the composite document in relation to the voluntary general offer to New
Energy’s shares, the average daily trading volume of New Energy’s shares was only 0.4%
of the total issued shares during the twelve-month period up to and including the last
trading day,

8. According to the response document in relation to the voluntary general offer to New
Sparkle’s shares, the average daily trading volume was below 0.4% of the total issued
shares during the one-year period prior to the last trading day.

9. Subject to rounding differences.

Voluntary general offers for listed companies in Hong Kong, which are
normally unsolicited, are not very common. Many such companies already have
controlling shareholders. Consequently, the more usual takeover proposal involves a
negotiation with the controlling shareholder followed by a mandatory general offer.
This is particularly true for large companies, so the list of Comparable GOs shown
above is mainly for smaller companies, only two examples having a market
capitalisation of over HK$1 billion.

Because voluntary general offers are not very usual, only eleven being
identified in the last three and a half years, the circumstances around them may also
be unusual. Four of the Comparable GOs were priced at a discount to market prices
and yet were successful, possibly because the target companies were small with very
limited liquidity, resulting in market prices which proved unrealistic. The premium
represented by the offer price over the share closing price on the last full trading day
of other transactions ranged from nil to 49%, with the average of the two largest
market capitalisations being approximately 13% — 14%.
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(¢) Comparable transactions

We have also attempted to identify acquisitions of telecommunication service
providers from MergerMarket (a M&A market intelligence service provider), and
noted that the latest acquisition involving a target company with at least 30% of its
latest full-year revenue contributed from the provision of telecommunication related
services in Hong Kong similar to that of the Group, was the WTIT Merger. The WTT
Merger took place in 2018 and was completed in April 2019. Based on the circular
dated 26 October 2018 in relation to the WTT Merger (the “WTT Merger
Circular”), the EV/EBITDA implied by the consideration was 12.7 times. However,
we note that the Group recognised an impairment on goodwill of HK$1.2 billion in
FY2023, less than four years after completion of WTT Merger. As advised by the
Management, the impairment was largely related to WTT group. Given that WTT
Merger was more than 7 years ago and a substantial impairment was made
afterwards, we are of the view that the terms of the WTT Merger have little
relevance to present market conditions.

Comments

Two Comparable Companies, HKT and CITIC Telecom, have been identified
which engage in similar business segments as the Company. However, we have some
reservations as regard their businesses, operations, size and prospects being
sufficiently similar to those of the Company to provide a compelling comparison.
The market capitalisation, balance sheet and revenue of HKT are substantially larger
than those of the Company. As regards CITIC Telecom, the Hong Kong market is
not the major but a 30%-40% revenue contributor in the latest year. The dividend
payout policies of the Comparable Companies are less aggressive than the Company
as evidenced by the gradual improvement of their NAV over the years. Even so, the
dividend yields of HKT and CITIC Telecom are higher than the Company on the
basis set out in the table above.

DISCUSSION

(a) Telecoms Sector in Hong Kong is mature. The Group’s revenue declined in FY2023
and FY2024 before a 1% uptick in 1H2025

The Group is mainly engaged in the provision of telecommunication services to enterprise
and residential customers in Hong Kong. Growth is therefore highly dependent on the Hong
Kong market. For FY2024, the Hong Kong market contributed 90% of the Group’s total
revenue,

The Hong Kong telecommunications market is mature. An industry overview is set out in
section 1.3 above. According to OFCA, 97% of Hong Kong households are already using a
fixed broadband service. In 2014-2023, the number of lines for wireline services and registered
broadband internet access lines showed static or negative growth. Price competition among
market participants is keen. Public mobile grew less than 1% on average during pandemic as
opposed to over 10% in the preceding three years.
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This has affected the Group’s topline revenue, which has broadly declined from HK$11.5
billion in FY2021 to HK$10.7 billion in FY2024 (see Table 1 above). 1H2025 however
showed a modest 1% growth in revenue. The Group’s enterprise solutions segment has
generally held up well, while sales of handsets and other products have shown a declining
trend, In its FY2025 Interim Report, the Company described 1H2025 as having presented a
“challenging environment, with cautious customer spending and shifting market conditions”.

Overall, the Company is operating in a mature and competitive market in Hong Kong,
with little topline growth in evidence.

(b) EBITDA steady, finance costs heavy, profits volatile and dividends stabilising after a
period of decline

As set out in Table 1, despite a declining trend of revenue, EBITDA (which we regard as
an important metric in assessing the Company’s market value) has been stable over the last 5
years, totaling HK$2.5 billion in FY2021 and HK$2.4 billion in FY2024, 3 years later.

Following a change of Management in February 2024, a range of measures have been
adopted to promote higher margin activities, improve efficiencies, promote customer
relationships and cut staff and other operational expenses. Progress has been made by the
revamped management team in that EBITDA increased by 5% in 1H2025, due to, in the
Company’s view, “strong operational performance and strategic initiatives”.

Because of the Group’s high bank and other borrowings of around HK$11 billion, finance
costs have been heavy, peaking at HK$860 million in FY2024. In 1H2025, finance costs
declined by 9% and the Company has stated that interest costs may well be lower in FY2025
than the record levels in FY2024. Nevertheless, finance costs remain substantial and represent
a drag on net profits, which have been volatile, and also on free cash flow and dividends,
which are in our opinion more important factors than net profits in valuing companies in the
telecommunications sector.

Finance costs and a provision for goodwill in FY2023 have resulted in net profit being
much more volatile than EBITDA during the period covered in Table 1, ranging from a loss of
HK$(1.3) billion to a profit of HK$553 million.

As set out in Table 1, annual dividends per Share have declined consistently from 76.5
HK cents per Share in FY2021 to 31.5 HK cents per Share in FY2024. 2025 Interim Dividends
for 1H2025 of 15.5 HK cents per Share (1H2024: 15.0 HK cents per Share) may have marked
the end of this trend. The Company has not made a forecast of final dividend for FY2025.

The Company has informed us that it is likely to achieve tax savings in the next few years
though (i) leveraging unused tax losses in the Group as part of its legal entity rationalisation
strategy; and (ii) intra-group debt restructuring involving rational allocation of debt among the
holding entity and operating subsidiaries.

In our view, the heavy finance costs, volatile profits and the decline in dividend per Share
have been factors exerting a significant impact on the share price performance of the Company
as set out in Figure 3 above.
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(¢) Borrowings exceed HK$11 billion and the gross debt/equity ratio is high

As mentioned in the Group’s 2025 Interim Report, the gearing ratio (gross debt/total
equity) was 4.7 times which we consider high. Figure 2 illustrates how total debt has remained
at a similar level, while equity has declined significantly, resulting in the ratio of gross debt/
equity trending upwards.

The Company has recently been in negotiation with its banks to explore options to extend
and revise the terms of its borrowings. The newly financed bank loan of HK$6.75 billion
carries a maturity date of March 2030, significantly extending the Group’s debt maturity
profile and enhancing overall financial flexibility. The Company has also informed us that the
bank facilities have no covenants relating to the ratio of gross debt to equity but covenants
instead relate to interest coverage and the ratio of net debt to EBITDA. The Company is
confident that these covenants are based on realistic future projections. Nevertheless, the
absolute level of borrowings remains high (see Appendix I to the Response Document for
indebtedness as at 30 June 2025) and the level of equity, in our opinion, relatively low. We
consider a continuing stretched balance sheet may have been another factor weighing on the
Company’s share price performance as set out in Figure 3 above.

(d) Offer Price compared to Share price

Figure 3 sets out the Share price performance for the last 3.5 years, Over this period, we
consider the Share price has been adversely influenced by a number of factors including those
as set out in paragraphs (b) and (c) above.

Following the announcement of 2023 Possible Offer from I Squared in March 2023, the
Share price reached a high of HK$6.415 in mid-April 2023. The price fell back to below
HK$5.00 after the interim results announcement for FY2023 and the termination of the 2023
Possible Offer in June 2023. After a profit warning in October 2023, the Shares retreated to
HK$2.555 at the end of October 2023. For approximately the next year, the Shares traded in a
range of HK$2.2 — HK$3.5, closing at HK$3.555 (adjusting for the FY2025 interim divided)
on the Undisturbed Date (i.e. 12 November 2024).

On an ex-dividend basis, the Offer Price of HK$5.075 per Share represents a premium of
approximately 42-43%, both over the price on Undisturbed Date of HK$3.56 and over the 5-
day average price ended on the Undisturbed Date of HK$3.58.

We consider the selection of 12 November 2024 as the basis of comparison is not
unreasonable as in the next four days a total of over 80 million Shares were traded and the
Share price rose to HK$4.155, which suggests some speculation over likely offers was
occurring.
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However, we have largely disregarded the comparisons with the 30 day-average and
longer periods set out in the Offer Document. The Share price reflected the important FY2024
results after they were announced on 31 October 2024, seven trading days before the
Undisturbed Date. Following the results announcement, there was an increase in both the Share
price and the trading volume, which we consider reflected improved fundamentals of the
Company. Consequently, we regard comparisons with averages based substantially on prices
prior to 31 October 2024 as unhelpful to Shareholders.

On this basis, we consider that to attribute a 42-43% premium to the Offer Price over
market price is a valid starting point.

Owing to the Share Offer being subject to extensive Pre-Conditions, the Undisturbed Date
of 12 November 2024 is some nine months before the posting of the Offer Document. During
this time, the Share price has mainly traded at a small discount to the Offer Price apart from
short periods due, in our opinion, to speculation about competing offer(s), which have not
materialised, On this basis, we consider that the market price has been determined by the Offer
Price. Mr. Yeung, the Executive Director argues in the “Letter from the Executive Director”
contained in the Response Document that the Share price would have increased since the
Undisturbed Date without the Share Offer and therefore by implication to attribute a premium
of 42-43% to the Share Offer alone could be an exaggeration. However, based on our analysis,
the HSI has increased by 23.5% and the share prices of HKT and CITIC Telecom, Comparable
companies as regards business activities, have increased by 27.8% and 12.3% respectively,
significantly less than the 42-43% premium referred to the above. In addition, the Company is
not a member of HSI and based on our regression analysis, the Share price movement over the
last one year prior to the Undisturbed Date was not closely correlated with HSI. As noted
above, in financial terms, HKT is many times larger, its performance more stable and its
balance sheet stronger than the Company whereas CITIC Telecom’s main business is in both
Hong Kong and Macau. In addition, we have noted in paragraphs (b) and (c) above financial
statistics of the Company which may in our opinion have been more influential on the Share
price than the performance of the HSI or of HKT.

(¢) Comparable analysis
We have considered three types of comparables:

(1) The ratings of Comparable Companies, particularly as regards EV/EBITDA and
dividend yield

(2) Comparable transaction structures — i.e. voluntary general offers

(3) Comparable transactions
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(i) Comparable Companies

We reviewed the ratings of the two Comparable Companies. HKT is cited as a
comparable to the Company but it is much bigger in terms of revenue and market
capitalisation and financially stronger with a steadier dividend paying record. CITIC
Telecom is a similar sized to the Company, but with majority of business in both Hong
Kong and Macau., We found that the EV/EBITDA ratios varied, with HKT higher rated as
would be expected and CITIC Telecom lower, with the Company in the middle. The
Company had the lowest dividend yield, suggesting Shareholders could switch for a
higher income. The two Comparable Companies, which in our view are the closest
comparables, provide some reference as to the valuation and dividend payout of this type
of business as valued by the market in Hong Kong.

(ii) Comparable voluntary general offers

Successful voluntary general offers are not very common in Hong Kong, eleven
being identified in the past three and a half years. Because voluntary general offers are
unusual, the circumstances around them may also be unusual. A number of Comparable
GOs have been successful despite being pitched at discounts to short-term market prices.
Although the results vary widely, in our view they suggest the premium needed for a
successful voluntary general offer of a company with a market capitalisation of over
HK$1 billion is at least 13~14%.

(iit) Comparable transactions

We did not identify any comparable M&A transactions in the Hong Kong telecoms
sector in recent years. The last such deal was in fact one done by the Company itself, the
WTT Merger in 2019. This was valued at an EV/EBITDA multiple of 12.7 times but
proved troublesome to execute and integrate and was the subject of an approximately
HK$1.2 billion provision in 2023,

Offer Price fair and reasonable in our opinion

Based on the factors and analysis set out in paragraphs (b), (c), and (d) above, we

consider the Offer Price is fair and reasonable to the Disinterested Shareholders.

We also consider that the comparisons set out in paragraph (e) above, support the view

that the Offer Price is fair and reasonable in that the Offer Price reflects valuations similar to,
or somewhat more favourable to Disinterested Shareholders than, the basis of the comparables.
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(g) Considerations as regards the Share Offer from China Mobile and listing/delisting of
the Company’s Shares

The Share Offer when launched was subject to substantial Pre-Conditions. Those have all
now been fulfilled. The only significant condition of the Share Offer itself is control over more
than 50% of the Shares, either by purchase or acceptances of the Share Offer.

The long Pre-Conditional Period allowed an opportunity for higher offers to be made by
other parties if the Share Offer was considered by interested purchasers to be on the low side.
For a period, there was some expectation that a rival bid would emerge but for whatever
reasons that has proved not to be the case.

China Mobile obtained from the outset Irrevocable Undertakings to accept the Share Offer
from two (i.e. Canada Pension Plan Investment Board and TPG) of the three largest
Shareholders of the Company and has subsequently purchased the holdings of one (i.e. TPG) of
them. Recently, China Mobile further acquired the Shares from another largest Shareholder
(i.e. Twin Holding Ltd), resulting in China Mobile now owning 29.90% of the share capital.
Together with the other Irrevocable Undertaking, China Mobile has potential control over
42.23% of the share capital, although if the 50% acceptance condition is not achieved,
acceptances of the Share Offer, including the Shares subject to Irrevocable Undertaking, could
not be retained by China Mobile.

As China Mobile owns over 10%, it already has the power to block any future offer
conditional on 100% ownership, as it normally requires a holding of over 90% to *‘squeeze
out” minorities,

Despite China Mobile’s objective in making the Share Offer is not to privatise the
Company, it intends to avail itself of the Compulsory Acquisition Right if the required
acceptance threshold of 90% is met and proceed with the delisting of the Company. This
condition may or may not be fulfilled. Consequently, Shareholders who are attracted by the
recent progress made under the Management, or the prospects if a financially powerful
shareholder gains conirol, have a viable alternative to retain some or all of their Shares.
Maintaining the listing status would require at least 25% public shareholding which could
involve a temporary suspension of trading or a marketing of existing or new Shares if
acceptances of the Share Offer result in China Mobile holding more than a 75% interest,

(h) Comments on the “Letter from the Executive Director” contained in the Response
Document

Shareholders are urged to read carefully the letter from Mr. Yeung, the founder-CEO of
the Company and the sixth largest Shareholder. As the only executive Director of the Company
and an entrepreneur with over 30 years’ operational and management experience, his judgment
on the business and potential of the Company carries weight. In particular, in his statement Mr.
Yeung describes eloquently the Company’s “growth being substantiated by competitive edges
of 3Rs: (1) Recession Resilient; (2) Recurring Revenue; and (3) Robust Number 27, to which
Shareholders are referred. We do not disagree that the Company’s business has certain
potential strengths and advantages.
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We also agree that a more favourable interest rate environment will reduce the Company’s
finance charges, which reached HK$860 million for FY2024. This aspect is discussed in more
detail in Section 1 above,

Our analysis (set out above) is that the Share price has risen to the current level of about
HK$S5 largely tracking the Offer Price of HK$5.075. In our opinion, the Offer Price of
HK$5.075 has not set a “ceiling” and does nothing to prevent the share price from rising
above the Offer Price if the Company’s fundamentals justify it. In the recent mandatory
unconditional cash offer for Sun Art Retail Group Limited (stock code: 6808), for example, the
share price was consistently above the offer price during the offer period which ended on 27
March 2025.

Mr. Yeung also presents arguments on comparisons with HSI, HKT and other regional
telecom companies. However, we note that the Company is not a member of HSI, HKT is a
much bigger and less risky company and the Company’s business is mainly in Hong Kong. In
any case, these comparisons are not for the most part new and have been commented on by
analysts and the press. Accordingly these factors, in our opinion, are ‘““in the price”. Only if
there are some material and unexpected changes not evident from the Company’s FY2024
results and the 1H2025 results, released only some four months ago, can a significant
consistent uplift in the Company’s Share price above the Offer Price be reasonably anticipated.

According to Mr. Yeung, HKBN has invested over HK$11 billion in capex to build a
fully-fibre network in Hong Kong. Should this be the amount needed to purchase a new item of
similar type and quality to replace the existing network, other assets and liabilities of the
Group (including the bank and other borrowings of HK$11 billion) should also be taken into
account in arriving at the enterprise value of the Company.

Recurring capital expenditure is needed to upgrade the Company’s network and improve
speeds to retain customers. Finance charges will remain substantial and may be volatile as
indebtedness remains at HK$11 billion and shows little downward trend. At the same time,
investors in the telecom sector demand a high yield. For example, HKT and CITIC Telecom
yield 6.57% and 7.42% as at the Latest Practicable Date, respectively, compared to the
Company’s dividend yield of 6.3% at the Offer Price. These factors suggest the Company’s
freedom of action may be limited by financial constraints. Of course if China Mobile, a
financially powerful group, gains control, this may change but that will only happen if China
Mobile does gain control, over more than 50% of the Shares.

Our opinion that the Offer Price is “fair and reasonable”, does not imply it is the best
possible outcome for Shareholders, Mr. Yeung argues that the Offer Price does not fully reflect
the benefits to China Mobile of acquiring the Company, but an offeror is not obliged to pay for
benefits which it helps to create. At one stage, it seemed possible, even likely, that a higher
competing offer would emerge. It may be significant however that in the event no competing
offer did emerge despite the Company being “in play” for many months.
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(i) Conditionality

The Share Offer is conditional upon valid acceptances of the Share Offer having been
received (and where permitted, not withdrawn) on or before 4:00 p.m. on the Closing Date in
respect of the Offer Shares, which together with the Shares already held by the Offeror and its
concert parties, would result in the Offeror and its concert parties holding more than 50% of
the voting rights of the Company as at the Closing Date. This Condition cannot be waived.

OPINION AND RECOMMENDATION

Having taken into account the principal factors and reasons above, none of which can be
taken in isolation, we consider that the Share Offer is fair and reasonable so far as the
Disinterested Shareholders are concerned and advise the Independent Board Committee to
recommend the Disinterested Shareholders to accept the Share Offer.

The Offeror has said its objective is not to privatise the Company but avails itself of the
Compulsory Acquisition Right if the required acceptance threshold of 90% is met and proceeds
with the delisting of the Company. This condition may or may not be fulfilled. Consequently,
Shareholders who are attracted by recent progress made by the Management, or by the
prospects of the Group following the Share Offer if a financially powerful offeror gains
control, have a viable alternative to acceptance of the Share Offer. Such Shareholders may
consider retaining some or all of their Shares.

Although we consider it unlikely, it is possible that the Share price may exceed the Offer
Price after the Latest Practicable Date and before the close of the Share Offer. We advise
Disinterested Shareholders to monitor the market price and liquidity of the Shares and consider
selling in the market if the proceeds exceeds HK$5.075 per Share.

Yours faithfully,
for and on behalf of
SOMERLEY CAPITAL LIMITED

M. s

M. N. Sabine
Chairman

Mr. M. N. Sabine is a licensed person registered with the SFC and a responsible officer
of Somerley Capital Limited, which is licensed under the SFO to carry out Type 1 (dealing in
securities) and Type 6 (advising on corporate finance) regulated activities. He has over forty
years of experience in the corporate finance industry.
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