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27 January 2025
To: The independent board committee of China National Building Material Company Limited™®
Dear Sir/Madam,

(1) CONDITIONAL CASH OFFER BY MORGAN STANLEY ASIA LIMITED
ON BEHALF OF
CHINA NATIONAL BUILDING MATERIAL COMPANY LIMITED
TO BUY-BACK UP TO 841,749,304 H SHARES
AT HK$4.03 PER H SHARE;
AND
(2) APPLICATION FOR WHITEWASH WAIVER

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser (with the approval of the Independent
Board Commitiee) to advise the Independent Board Committee in respect of the Offer and the Whitewash
Waiver, details of which are set out in the letter from the Board (the “Board Letter”) contained in the Offer
Document dated 27 January 2025 issued by the Company lo the Shareholders, of which this letter forms
part. Terms used in this letter shall have the same meanings as defined in the Offer Document unless the

context requires otherwise.

On 6 December 2024 (the “Announcement Date”), the Board announced that Morgan Stanley, on behalf of
the Company, firmly intends, subject Lo the satisfaction of the Pre-Conditions, to make a cash offer to buy-
back for canceliation, up to the Maximum Number, being 841,749,304 H Shares, representing approximately
9.98% of the issued Sharves and approximately 18.47% of the issued H Shares as at the Latest Practicable
Date, at the Offer Price of HK$4.03 per H Share. The H Shares to be bought-back by the Company will not
exceed the Maximum Number. The consideration for the Offer, being a total of HK$3,392,249,695 if the
Offer is accepted in full, will be paid to the Accepting Sharcholders in cash and will be funded by internal
cash resources of the Group. On 24 January 2025, the Company announced that the Pre-Conditions had been

satisfied.
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As at the Latest Practicable Date, the CNBM Parent Concert Group held 3,797,269,981 Shares (including
183,964,000 H Shares and 3,613,305,981 Domestic Shares), representing approximately 45.02% of the total
number of issued Shares as at the Latest Practicable Date. Pursuant to Rule 32 of the Takeovers Code and
Rule 6 of the Share Buy-backs Code, if' as a result of a share buy-back, a Sharcholder’s proportionate
interest in the voting rights of the Company increases, such increase will be treated as an acquisition for the
purposes of the Takeovers Code.

Depending on the level of acceptances received from the Accepting Shareholders pursuant to the Offer,
taking into account all the Conditions are fulfilled or waived (where applicable), the aggregate interests of
the CNBM Parent Concert Group may increase to a maximum level of approximately 50.01% of the issued
share capital of the Company upon completion of the Offer, thereby triggering an obligation under Rule 26
of the Takeovers Code for CNBM Parent o make a mandatory general offer for all the Shares not already
owned by it and parties acting in concert with it. Accordingly, an application has been made to the
BExecutive by CNBM Parent for the Whilewash Waiver. The Executive has indicated that it is minded,
subject to the approval of the Independent Shareholders for the Offer and the Whitewash Waiver at the EGM
by way of poll, to waive any obligation of CNBM Parent to make a general offer which might result from

completion of the Offer.

The Offer is conditional upon the approval of the relevant resolutions at the EGM, the H Shareholders’ Class
Meeting and the Domestic Shareholders’ Class Meeting, the Offer and the Whitewash Waiver being
approved by the Independent Shareholders at the EGM and the Whitewash Waiver heing granted by the

Executive.

If the Offer or the Whitewash Waiver is not approved by the Independent Shareholders, or if the Whitewash
Waiver is not granted by the Executive, the Offer will not proceed and will immediately lapse.

The Independent Board Committee, comprising all the non-executive Directors {except Mr. Wang Yumeng
who is a deputy general manager of CNBM Parent), namely Mr. Shen Yungang and Mr. Chen Shaolong, and
all the independent non-executive Directors, namely Mr. Sun Yanjun, Mr. Liu Jianwen, Mr. Zhou
Fangsheng, Mr. Li Jun and Ms. Xia Xue, who have no direct or indirect interest in the Offer and the
Whitewash Waiver, has been formed to advise the Independent Shareholders in respect of the Offer and the
Whitewash Waiver. We, Gram Capital Limited, have been appointed as the Tndependent Financial Adviser
{with the approval of the Independent Board Commitlee) to advise the Independent Board Committee in this
respect, and our opinion herein is solely for the assistance of the Independent Board Committee in
commection with its consideration of the Offer and the Whitewash Waiver pursuant to Rule 2.1 of the

Takeovers Code.

INDEPENDENCE

We were not aware ol any relationships or interests between Gram Capital and the Company, or any of the
parties as prescribed under Rule 2.6 of the Takeovers Code during the past two years immediately preceding
the commencement of the Offer Period up to and including the Latest Practicable Date that could be
reasonably regarded as hindrance to Gram Capital’s independence to act as the Independent Financial
Adviser.
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BASIS OF OUR OPINION

In formulating our opinion to the Independent Board Commitiee, we have relied on the statements,
information, opinions and representations contained or referred to in the Offer Document and the
information and representations as provided to us by the Directors. We have assumed that all information
and representations that have been provided by the Direclors, for which they are solely and wholly
responsible, are true and accurate at the time when they were made and continue to be so as at the Latest
Practicable Date, and should there be any material changes to our opinion after the Latest Practicable Date,
Shareholders would be notified as soon as possible in accordance with Rule 9.1 of the Takeovers Code. We
have also assumed that all statements of belief, opinion, expectation and intention made by the Directors in
the Offer Document were reasonably made after due enquiry and careful consideration. We have no reason
to suspect that any material facts or information have been withheld or to doubt the truth, accuracy and
completeness of the information and facts contained in the Offer Document, or the reasonableness of the
opinions expressed by the Company, its advisers and/or the Directors, which have been provided to us. Qur
opinion is based on the Directors’ representation and confirmation that there is no undisclosed private
agreement/arrangement or implied understanding with anyone concerning the Offer and the Whitewash
Waiver. We consider that we have taken sulficient and necessary steps on which 1o forin a reasonable basis
and an informed view for our opinion in comphiance with Rule 13.80 of the Listing Rules and Rule 2 of the

Takeovers Code.

Your attention is drawn to the responsibility statements as set out in the section headed “1. Responsibility
Statement” of Appendix TV to the Offer Document. We, as the Independent Financial Adviser, take no
responsibility for the contents of any part of the Offer Document, save and except for this letter of advice.

We consider that we have been provided with sufficient information to reach an informed view and to
provide a reasonable basis for owr opinion. We have nol, however, conducted any independent in-depth
investigation into the business and affairs of the Company, CNBM Parent or their respective subsidiaries or
assaciates (if applicable), nor have we considered the taxation implication on the Group or the Shareholders
as a result of the Offer and the Whilewash Waiver.

Our opinion is necessarily based on the financial, market, economic, industry-specific and other conditions

as they existed on, and the imformation made available to us as at the Latest Practicable Date.

Lastly, where information in this letter has been extracted from published or otherwise publicly available
sources, it is the responsibility of Gram Capital 10 ensure thal such information has been correctly and fairly
extracted, reproduced or presented from the relevant sources while we are noti obligated to conduct any
independent in-depth investigation into the accuracy and completeness of those information.
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Offer and the Whitewash Waiver, we have taken into

consideration the following principal factors and reasons:

1.

Background and terms of the Offer

On 6 December 2024, the Board announced that, Morgan Stanley, on behalf of the Company, firmly
intends, subject to the satisfaction of the Pre-Conditions, o make a cash offer to buy-back for
canceHation, up to the Maximum Number, being 841,749,304 H Shares, representing approximately
9.98% of the issued Shares and approximately 18.47% of the issued H Shares as at the Latest
Practicable Date, at the Offer Price of HK$4.03 per H Share. The H Shares to be bought-back by the
Company will not exceed the Maximum Number,

The consideration for the Offer, being a total of HK$3,392,240,695 if the Offer is accepted in full,
will be paid to the Accepting Shareholders in cash and will be funded by internal cash resources of

the Group.

On 24 January 2025, the Company announced that the Pre-Conditions had been satisfied.
Further details of the Offer are set out in Appendix I to the Offer Document.
Background of the Group

2.1 Financial information of the Group

With reference to the Board Letter, the Company is a leading building materials company in
the PRC with significant operations in basic building materials, new materials and engineering

technical services businesses.

Set out below are the consolidated financial information of the Group {(which were prepared in
accordance with International Financial Reporting Standards issued by the International
Accounting Standards Board) for the two years ended 31 December 2023 and the six months
ended 30 June 2024 (together with comparative figures) as extracted from the Company’s
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annual report for the year ended 31 December 2023 (the “2023 Annunal Report”) and the
Company’s interim report for the six months ended 30 June 2024 (the “2024 Interim

Report™):

Revenue

- Cement

- Concrete

- New muferials

- Engineering technology services

= Others

Gross profil

Profitfitoss) for the periodiyear
aftributable to owners of the
Company

Total assets
Total Habilities

Equily attributable to owners

of the Company
Cash and cash equivalents

FY2023

For the six

monhs ended
0 June 204 n

For the six
ronths ended

(102047 30 June 2023

(unaudited)

RHE'00

83,470,594
29,486,704
10,934,353
33031
16,125,785
35002
13,233,495

{2,017,616)

As at
30 June 2024
{unaudited)

RAMB'000

499,674,438
309,912,912

98,888,406
24,808,887

(unavdited)

RMB000

102373896
44727194
13734114
23,307,691
15,893,381

4751316
11,608,228

14,507

Year-on-year

Change from
31 December

2023 to
30 June 2024

%

2.20
492

611
(9.56)

change

=R

(18.46)
114.07)
(204}

0.28

17
{25.7)
(2472

NIA

For the year
ended 31
December 2023
(“FY2623%)
(andiled)

RUE'000

119,216434
80,643,220
28,805,785
46,372,100
35810321

9,285,008
46197

1863,048

For the year
ended 31
December 2022
{(“FY1)
(audited)
{restated)
RMB00G

133879825
LigdsS HI
36,130,482
45611635
13931318

1738282
1843367

8,129,550

Change from
31 December

As at 2022 16

31 December 31 December

2023 2023
(audited)

RARB000 %
488,897,924 {0.09)
293,383,837 .69
105,325,482 (L.87)

27,430,500 1.63

Year-on-year
change

=

(10,13
(1883)
(2027
2
54
19.99
(602

{5248)

As at

31 December
2022
(audited)
(restated)
RMB004

489,343,500
293,355,578

107,328,667
26,990,449

According to the table above, the Group recorded revenue of approximately RMB210.22
bitlion for FY2023, representing a decrease of approximately 10.12% as compared with that
for FY2022. With reference to the 2023 Annual Report, such decrease was primarily due to a
decrease in the revenue of the Group's basic building materials segment (mainly includes
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cement segmenl and concrete segment, the “Basic Building Materials Segment”), which was
partially offsct by increases in the revenue of the engineering lechnical services segment and

the new materials segment.

The decrease in revenue of Basic Building Materials Segment for FY2023 was mainly
attributable to the decrease in the average selling price of cement products, commercial
concrete and aggregate and the decrease in sales volume of cement products, commercial
concrete, which was pariially offset by the increase in sales volume of aggregate.

The increase in revenue of the new materials segment was mainly attributable to the increase
in the sales volume of gypsum hoard, glass fiber yarn, wind power blade and lithium battery
separator, which was partially offset by the decrease in the average selling price of gypsum
board, glass fiber yarn, wind power blade and lithium battery separator.

The increase in revenue of the engineering technology services was mainly auributable to the
increase in the numbers of engineering services completed for FY2023.

For FY2023, the Group also recorded decreases in gross profit and profit for the year
atiributable to owners of the Company of approximately 6.02% and 52.48% respeclively, as
compared (o those for FY2022., With reference to the 2023 Annual Report, the decrease in
gross profit for FY2023 was mainly due to (i) the aforesaid decrease in revenue for FY2023;
and (ii) the decrease in the gross profit of the Basic Building Materials Segment, which was
mainly due (o the decrease in average selling price of cement products, commercial concrete,
and aggregate, which was partially offset by the decrease in coal price. The decrease in profit
for the year atiributable to owners of the Company for FY2023 was mainly attributable to the
decrease in revenue of the Group, the decline in performance attributed by the associates and
the reduction in gains on disposal of assets, although part of which has been offset by the
decrease in cost of sales of cement and commercial conerete and the decrcase in the Group’s
net toss from change in fair value of financial assels at fair value through profit or loss.

According to the table above, the Group recorded (i) equity attributable to owners of the
Company of approximately RMB107.33 billion as at 31 December 2022 and approximately
RMBI105.33 billion as at 31 December 2023; and (it} cash and cash equivalents of
approximately RMB26.99 billion as at 31 December 2022 and approximately RMB27.43
billion as at 31 December 2023, The Group’s tolal assels and total Habilities remained stable as
at 31 December 2023 as compared to those as at 3] December 2022.

1H2024

According (o the table above, the Group's revenue was approximately RMB83.47 billion for
1H2024, representing a decrease of approximately 18.46% as compared to that for the
corresponding period in 2023, With reference to the 2024 Interim Report, the decrease in the
Group’s revenue for 1H2024 was mainly due to the decrease in the revenue of the Basic
Building Materials Segment, which was mainly atiributable to the decrease in the sales
volumes of cement products and aggregate, as well as the decrease in the average selling price

of cement products, commercial concrete and aggregate.
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The Group also recorded a decrease of approximately 24.72% in gross profit for 1H2024 as
compared to that for the corresponding period in 2023. With reference to the 2024 Interim
Report, such decrease was mainlty due to the decrease in the gross profit of the Basic Building
Materials Segment (causing by the decrease in the average selling price of cement products,
commercial concrete and aggregate, partially offset by the decrease in the coal price),

Moreover, the Group recorded loss for the period attributable to owners of the Company for
1H2024 while the Group recorded profit for the period attributable to owners of the Company
for the corresponding period in 2023. With reference to the 2024 Interim Report, such
turnaround was mainly atiributable to the decrease in revenue of the Group and the decline in
performance attributed by the associates, although part of which has been offset by the
decrease in cost of sales of cement and commercial concrete,

According to the table above, as at 30 June 2024, the Group recorded equity atiributable to
owners of the Company of approximately RMB98.89 billion aud cash and cash equivalents of
approximately RMB24.81 billion, represented decreases of approximately 6.11% and 9.56%
respectively as compared to those as at 31 December 2023, There was no substantial change in
the Group's total assets and total liabilities as at 30 June 2024 as compared to those as at 31
December 2023.
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302024

Set out below are the consolidated financial information of the Group (which were prepared in
accordance with PRC GAAP) for the nine months ended 30 September 2024 {(“3Q2024™)
(together with comparative figures) as extracted from the Company’s third guarterly report of
2024 as published by the Company on 25 October 2024:

For the nine For the nine
months ended months ended Year-on-year
30 September 2024 30 September 2023 change
(unaudited) (unaudited)
RMB’000 RMB’000 %
Total operating revenue 134,233,570 159,580,914 {15.88)
Operating profit 3,034,285 7,508,078 {59.59)
Net profit/(loss) attributable to
the owners of the Company (684,380) 2,353,24% N/A
Change from
31 December 2023
As af As at to 30 September
30 September 2024 31 December 2023 2024
(unandited) (unaudited)
RMB 000 RMEB’000 %
Total assets 501,812,957 488,789,092 2.66
Total liabilities 311,024,502 295,276,026 5.33
Total owners® equity
attributable to the Company 116,577,955 123,186,865 (5.36)
Cash and bank balance 27,443,871 32,268,376 (14.95)

According to the table above, the Group recorded total operating revenue of approximately
RMB 134.23 billion for 302024, representing a decrease of approximately 15.88% as compared
to that for the corresponding period in 2023, As advised by the Directors, such decrease in
total operating revenue (i) was mainly due to decrease in revenue {rom the Basic Building
Materials Segment; and (ii) led to substantial decrease in the Group's operating profit for
3032024 as compared to that for the corresponding period in 2023. The Group recorded net loss
attributable to the owners of the Company for 3Q2024 as compared to net profit attributable to
the owners of the Company for the corresponding period in 2023, As advised by the Directors,
the aforesaid turnaround was mainly atiributable to the decrease in the (otal operating revenue
of the Group and the decline in performance attributed by the associates, although part of
which has been offset by the decrease in cost of sales of cement and commercial concrete and
the decrease in the Group’s net loss from change in fair value of financial assets at fair value

through profit or loss.
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2.2

According to the table above, the Group recorded (i) total owners’ equity attributable to the
Company of approximately RMB123.19 billion as at 31 December 2023 and approximately
RMB116.58 billion as at 30 September 2024; and (ii) cash and bank balance of approximately
RMB32,27 hillion as at 31 December 2023 and approximately RMB 27.44 billion as at 30
September 2024, There was no substantial change in the Group’s total assets and total
liabitities as at 30 September 2024 as compared 1o those as at 31 December 2023,

FY2024 (profir estimate})

With reference to the section headed “IV. Material Change” as contained in Appendix 11 to the
Offer Document, the Group’s net profit for the year ended 31 December 2024 was
substantially lower than that for the year ended 31 December 2023 (the “Estimated Profit
Statement”). The aforesaid decrease was mainly attributable to the decrease in the Group's
lotal operating revenue (which was mainly due to the decrease in the sales volumes of cement
products as well as the decrease in the average selling price of commercial concrete and
aggregate, all being the Group’s major products), as partially offset by the decrease in the
Group’s lolal operating costs {which was mainly due to the decrease in cost of sales of
commercial concrete of the Group). The Estimated Profit Statement constitutes a profit forecast
under Rule 10 of the Takeovers Code, and is reguired to be reported on by the Independent
Financial Adviser and the auditor of the Company in accordance with the requirements under
Rule 10 of the Takeovers Code. Please refer to Appendix V to the Offer Document for relevant

reporis thereon.
Industry overview

As the Group principally engaged in the production and sale of building materials, we searched
for certain relevant indicators in the PRC as summarised below.

Set out below are the total investment in fixed assets in the PRC (together with the investment
in real estate development in the PRC) for 2019, 2020, 2021, 2022 and 2023 (in absolute
value), as extracted from China Statistical Yearbook (2024) which was compiled by the
National Bureau of Statistics of the PRC:

2049 2020 2021 2022 2023
Total investment in fixed

assels {absolufe value -

RMB’ billion) 43,954.10 45,115.50 47,300.30 49,596.60 50,970.80
Year-on-vear change (%) 310 2.64 4.84 4.85 277
~ Invesimeni in real estate

development (absolute
valne = RMB’ billion) 12,361.00 13,201.40 13,763.30 12,384.80 11,214.20
Year-on-year change (%) 9.64 6.80 4.26 (10.02} {9.45)
-9 -
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According 10 the table above, tolal investment in fixed assets of the PRC (in absolute value)
grew continnously during the last five ycars from 2019 to 2023, and reached approximately
RMB50,970.8 billion in 2023, representing a compound annual growth rate (“CAGR”) of
approximately 3.77%. The investment in real estate development of the PRC (in absolute
value) increased from approximately RMB12,361.0 billion in 2019 to approximately
RMB13,763.3 billion in 2021, and decreased subseguently in 2022 and 2023. The
investment in real estate development of the PRC (in absolute value) for 2023 was
approximately 9.28% less than that for 2019,

Moreover, we also summarised the year-on-ycar change in infrastructure investment {excluding
power, heat, gas and water production and supply industries} of the PRC for 2019, 2020, 2021,
2022 and 2023, as published by the National Bureau of Statistics of the PRC:

2019 2020 2021 2022 2023

Year-on-year change in
infrastructure investment
(excluding power, heat,
gas and water

production and supply
industries) (56} iR 09 0.4 9.4 59

According to the table above, the infrastructure investment (excluding power, heat, gas and
water production and supply industries) of the PRC increased continuously for the last five
years from 2019 to 2023, represenling an average year-on-year increase of approximately
4.1%.

In addition, we also summarised the policics regarding the building material industry which
were respectively related to the Group’s Basic Building Materials Segment and the Group’s
new materials segment (i.e. fiberglass, composite and light building materials) as issued by the
PRC government in recent years as below:

Policies related to the Group’s Basic Building Materials Segment

On 22 August 2023, (he Ministry of Industry and Information Technology of the PRC, the
National Development and Reform Commission of the PRC, the Ministry of Finance of the
PRC, the Ministry of Natural Resources of the PRC, the Ministry of Ecology and Environment
ot the PRC, the Ministry of Housing and Urban-Rural Development of the PRC, the Ministry
of Commerce of the PRC and the National Financial Regulatory Administration of the PRC
jointly issued an article titled “Stable Growth Work Plan for the Building Materials Industry®”
(CRMATERERE TEFEY, the “Building Material Work Plan™), which stated that the
PRC government should support optimizing production capacity layout for special cement,
quick-setting materials, etc., enhance material supply capability under emergency conditions,
encourage the use of bulk cement, pre-mixed concrete, pre-mixed mortar products for different
application areas such as agricultural buildings and infrastructure, and support the
implementation of typical demonstrations of green construction solutions.
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On 19 January 2024, the Ministry of Ecology and Environment of the PRC, the National
Development and Reform Commission of the PRC, the Ministry of Industry and Information
Technology of the PRC, the Ministry of Finance of the PRC and the Ministry of Transport of
the PRC jointly published an article titled “Opinions on Advancing the Implementation of
Ultra-Low Ermissions in the Cement Industry*" ({BARHEEE MK BT HBETEMAE RN,
which stated that the PRC government should promote the implementation of ultra-low
emissions in the cement industry, enhance the comprehensive atmespheric pollution control
level throughout all processes of the cement industry, drive the industry’s green and low-
carbon transformation and upgrade, and increase support for cement enterprises that meet the
requirements for ulira-low emissions transformation.

On 27 May 2024, the National Development and Reform Commission of the PRC, the
Ministry of Industry and Information Technology of the PRC, the Ministry of Ecology and
Environment of the PRC, the Siate Administration for Market Regulation of the PRC and the
National Energy Administration of the PRC jointly issued the “Special Action Plan for Energy
Conservation and Carbon Reduction in the Cement Industry*”? ((GKUBTTEEIBEMEIRITHST

7 &), which stated that the PRC clinker production capacity of cement will be controlied at
around 1.8 billion tons by the end of 2025, with the proportion of capacity exceeding the
energy efficiency benchmark reaching 30%. and the PRC cement industry’s production
capacity layout will be further optimized by the end of 2030, the proportion of capacily
exceeding the energy efficiency benchmark will increase significantly, and overall efficiency

will reach international advanced levels.

On 17 October 2024, the Ministry of Industry and Information Technology of the PRC issued
“Tmplementation Measures for Capacity Replacement in the Cement and Glass Industry (2024
Editiony*” ({/RIBIRTEITE B B E M (2024%47) )), which stated that it is strictly
prohibited to add new capacity for cement clinker and flat glass projects that have been filed;
if it is deemed neccssary to establish new construction or renovation, a capacity replacement

plan must be formulated to implement eguivalent or reduced capacity replacement.
Policies related to the Group’s new materials segment

In addition to those regime that are related to the Group’s Basic Building Material Segment,
the Building Materials Work Plan also stated that the PRC government should support key
enterprises in cement, glass, ceramics, glass fibers, gypsum products, etc., to jointly establish
research and development institntions and green industrial parks, enhancing the global
industrial chain’s supply chain resilience and security level,

On 29 December 2023, the Ministry of Industry and Information Technology of the PRC, the
National Development and Reform Commission of the PRC, the Ministry of Ecology and
Environment of the PRC, the Minisiry of Housing and Urban-Rural Development of the PRC,
the Ministry of Agriculture and Rural Affairs of the PRC, the Ministry of Commerce of the
PRC, the People’s Bank of China, the State Administration for Market Regulation of the PRC,
the National Financial Regulatory Administration of the PRC and the National Radio and
Television Administration of the PRC jointly issued the “Implementation Plan for the High-
Quality Development of the Green Building Materials Industry®” ({32 @M EZE S E 23R
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BHiH %), which stated that the PRC government should drive production transformation,
enhance industrial endogenous forces, support key industries such as cement, tlat glass,
architectural sanitary ceramics, glass fibers and products Lo carry out integrated applications of
energy conservation, carbon reduction, and poltution control technologies.

On 11 January 2024, an article titled “Opinions of the Central Commuittee of the Communist
Party of China and the State Council on Promoting the Comprehensive Development of
Beautiful China*” ({fF3trp  EHERET2mEEEBEPEEMAIERY was published
on the official website of the State Council of the PRC, which stated that the PRC government
should coordinate the promotion of green and low-carbon development in key areas, accelerate
energy-saving and carbon reduction renovations of existing buildings and municipal
infrastructure, and promote the large-scale development of ultra-low energy consumption

and low-carbon buildings.

On 29 May 2024, the State Council of the PRC issned “Energy Conservation and Carbon
Reduction Action Plan for 2024-2025%" (£2024-20254F- 8 fEFERRTTEI 7 £9), which stated that
the PRC government should increase efforts in the development of non-fossil energy sources,
accelerate the construction of large wind and photovoltaic bases focusing on deserts and
wastelands, and develop offshore wind power in a rational and orderly manner, expedite the
construction of outbound channels for large wind and photovoltaic bases, and enhance inter-

provincial and inter-regional power transmission capacity.

Having considered that (i) although the investment in real estate development in the PRC (in
absolute value) decreased in 2022 and 2023, the total investment in fixed assets in the PRC {in
absolute value) grew continuously for the last five years (from 2019 to 2023), indicating a
growing demand for the building materials in the PRC market; (ii) the infrastructure
investment (excluding power, heat, gas and water production and supply industries) of the PRC
increase continuously for the last five years (from 2019 1o 2023); and (iii) the relevant PRC
government-issued policies as aforementioned stipulated and promoted low-carbon
transformation and production capacity restructuring in the PRC building material industry,
we are of the view that although the PRC building material industry may face various
challenges in shori-term (i.e. the in-depth adjustment of the real estate and funding constraints
for infrastructure érojects, the cement industry showed the characleristics of “stuggish demand,
low price, and industrial losses” as stated in the 2024 Interim Report), the PRC building
material industry is currently under continuous reform (the relevant PRC government-issued
policies as mentioned in (iii) and relevant government departments is continuously issuing
favourable policies to support the recovery of sluggish PRC property market) and the prospects
of which are generally positive in long-run.

3. Intention in relation to the CNBM Parent

With reference to the Announcement, the CNBM Parent is a state-owned lmited liability company
engaged in the business of building materials in the PRC.
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Tt is the intention of the Group and CNBM Parent that the Group will continue to carry on its
business, and the Company’s listing on the Stock Exchange will be maintained upon completion of
the Offer. As at the Latest Practicable Date, the Group and CNBM Parent do not have specific plans:
(a) to introduce any major changes to the existing principal business of the Group (including, withoul
limitation, those set out under the section headed “Information on the Company” of the Board Letier);
(b} to re-deploy the material fixed assets of the Group; (c) to discontinue the employment of the
employees of the Group other than in the ordinary course of business of the Group or due to personal
performance or conduct issues; or (d) in relation to any intention, understanding, negotiation or
arrangement (concluded or otherwise) to downsize, cease or dispose of any of the existing businesses
of the Group following the close of the Offer,

Reasons for and the benefits of the Offer

With reference to the Offer Document, (i) the Offer (which represents premiums over the closing
price of the H Shares on the Last Trading Day and the average closing price per H Share for recent
trading days) provides the Shareholders a mechanism which allows them to decide upon their
preferred level of investment in the Company and allows the Shareholders who do not wish to exil
from their investments in the Company to enjoy the benefits of enhanced Sharcholder value; (ii) the
Offer demonstrates the Company’s confidence in long-term prospects and intrinsic value; (iii) the
Offer will also improve the trading dynamics and refresh the Company’s shareholders’ structure; and
(iv) the Offer will enhance net asset value per Share upon completion of the Offer. After considering
(i) the analysis of the Offer Price as set out under the section headed “5. Offer Price” below; (ii) the
unaudited pro forma financial information of the Group as summarised in paragraphs below; and (iii)
the market information of the PRC building material industry as set outl under the section headed “2.2
Industry overview” above, we concur with the Directors in this regard.

Based on the Group’s net asset value attributable to owners of the Company ("NAV”) as at 30
September 2023, 31 December 2023, 31 March 2024, 30 June 2024 and 30 September 2024 as
disclosed in the Company’s relevant consolidated financial statements (which were prepared in
accordance with PRC GAAP) and 8,434,770,662 Shares in issue as at the Latest Practicable Date, the
closing price of the H Shares has historically been traded at significant discount ranged from
approximately 68.11% to approximately 83.82% to the Group’s NAV per Share from I December
2023 (being approximately one year prior to the Last Trading Day, which is commonly adopted for
analysis and the number of wrading days during the said period is sufficient for us to perform a
thorough analysis on the historical NAV discounts of the H Shares) up to the Latest Practicable Date
{the “Shares Review Period”). We consider the duration of the Shares Review Period is adequate,
fair and representative. During the period from 1 December 2023 (being approximately one year prior
to the Last Trading Day) up to and including the Last Trading Day, the highest closing price per
Share as quoted on the Stock Exchange was HK$4.06 on 7 October 2024 and the lowest closing price
per H Share as quoted on the Stock Exchange was HK$2.06 on 11 Seplember 2024, The closing price
of HK$4.06 per H Share on 7 October 2024 (being the highest closing price per H Share during the
Shares Review Pericd) represents a discount of approximaltely 68.11% to the NAV per Share as at 30
June 2024 of approximately RMB11.76 (which were prepared in accordance with PRC GAAP and
equivalent to approximately HK$12.73 based on the exchange rate of HKS1: RMBO0.9235). Please
refer to the section headed “5. Offer Price” below for our further analysis.
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Based on the unaudited pro forma financial information of the Group as set out in Appendix Il to the
Offer Document and assuming the Offer had taken place on 31 December 2023 or | January 2023 (as
the case may he), as a result of the completion of the Offer:

. the net assets per Share attributable to equity sharcholders of the Company as at 31 December
2023 would increase by approximately 9.29% from approximately RMB22.94 per Share to
approximately RMB25.07 per Share;

. the basic earnings per Share attributable to equity shareholders of the Company for FY2023
would increase by approximately 11.14% from approximately RMB0.458 per Share to
approximately RMBO0.509 per Share and the diluted earnings per Share attributable to equily
shareholders of the Company for FY2023 would increase by approximately 11.11% from
approximately RMBO.450 per Share to approximately RMBO0.500 per Share;

. the consolidated total Habilities of the Group as at 31 December 2023 would remain unchanged
at approximately RMB295.38 billion; and

. the working capital {expressed as net current liabilities) of the Group as at 3! December 2023
will increase by approximately 11.16% from approximately RMB28.29 billion to
approximately RMB31.45 billion and the current ratio {(computed from current assets
divided by current labilities) of the Group will decrease by approximately 2.13% from
approximately 0.84 times to approximately 0.82 times

Details of the calcnlation and the underlying assumptions are set out in Appendix III to the Offer

Document.
In light of the above, we are of the view that the Offer will:

(i) provide an opportunity for the H Shareholders either to tender H Shares to realise part of their
investmenis in the Company at a premium to recent market prices, or to increase their
proportionate equity interests in the Company by retaining their sharcholdings and
participating in the future prospects of the Group; and

{(iiy enhance net assets per Share altributable to eguity shareholders of the Company upon

completion of the Offer.

Although the H Shareholders can increase their proportionate equity interests in the Company by
retaining their shareholdings and participating in the future prospects of the Group with enhanced
Shareholder value (which may be arrived as results of (i) enhancing net assets per Share attributabte
10 equily sharcholders of the Company upon completion of the Offer; (ii) that the Company will
continue to strengthen innovation-driven development, accelerate the construction of a modern
industrial system, and build up a listed platform which is a global leader in the materials sector; and/
or (iii) that the prospects of the PRC building material industry are generally positive in long-run), the
Offer Price of HK$4.03 per H Share represents a premium over the closing price of the H Shares on
the Last Trading Day and premiums over the average closing price of the H Shares for the 5, 10, 30,
60 consccutive trading days up to and including the Last Trading Day, indicating that the Offer
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provides an excellent opportunity for the Shareholders 1o realize their investments in the Company. In
addition, although the Offer Price of HK$4.03 per H Share represents discounts to the Group’s NAV
per Share as at 30 September 2023, 31 December 2023, 3! March 2024, 30 June 2024 and 30
Seplember 2024, we consider such discounts did not affect our analysis on the basis that the closing
price of the H Shares has historically been traded at significant discount (ranged from discount of
approximately 68.11% to discount of approximately 83.82%) to the then prevailing NAV per Share
during the entire Shares Review Period.

Offer Price
5.1  Offer Price comparison
The Offer Price of HK$4.03 per H Share represents:

()  a premium of approximately 12.3% over the closing price of the H Shares of HK$3.59
per H Share as guoted on the Stock Exchange on the Latest Practicable Date;

{b)  a premium of approximately 15.1% over the closing price of the H Shares of HK$3.50
per H Share as quoted on the Stock Exchange on the Last Trading Day (the “LTD
Premium™);

(c) a premium of approximately 16.7% over the average closing price of approximately
HK$3.45 per H Share as quoted on the Stock Exchange for the last 5 trading days up to
and including the Last Trading Day (the “5 Days Premium”);

(d) a premium of approximately 19.8% over the average closing price of approximately
HK$3.36 per H Share as quoted on the Stock Exchange for the last 10 trading days up
to and including the Last Trading Day (the “10 Days Premimm™);

(e) a premium of approximately 19.5% over the average closing price of approximately
HK$3.37 per H Share as quoted on the Stock Exchange for the last 30 trading days up
to and including the Last Trading Day (the “30 Days Premium”};

(f) a premium of approximately 29.1% over the average closing price of approximately
HK$3.12 per H Share as quoted on the Stock Exchange for the last 60 trading days up
to and including the Last Trading Day (the “60 Days Premium’);

(g)  a discount of approximately 70.2% to the Group's audited net asset value attributable to
the Sharcholders of approximately RMB12.49 (equivalent to approximately HKS$13.52
based on the exchange rate of HK$1: RMB0.9235) per Share pursuant to the latest
audited consolidated financial statements of the Company as at 31 December 2023
{prepared in accordance with IFRS Accounting Standards issued by the International
Accounting Standards Board), calculated based on the audited consolidated net asset
value atiributable to the Shareholders of RMBI105,325,482,000 as at 31 December 2023
and 8,434,770,662 Shares i issue as at the Latest Practicable Date; and
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(h)  a discount of approximately 68.6% to the Group’s unaudited net asset value attributable
to the Sharcholders of approximately RMBI1.86 (equivalent to approximately
HK$12.84 based on the exchange rate of HKS$1: RMB0.9235) per Share pursuant to
the unaudited consolidated financial statements of the Company as at 30 September
2024 (prepared in accordance with PRC GAAP), calculated based on the unaudited
consolidated net asset value attributable to the Shareholders of RMB100,023,628,409 as
at 30 September 2024 and 8,434,770,662 Shares in issue as at the Latest Practicable
Date {the “2024Q3 NAYV Discount™).

5.2 Historical price performance of the H Shares

Set out below is a chart showing the movement of the closing prices of the H Shares during
the Shares Review Period, to illustrate the general trend and level of movement of the closing

prices of the H Shares.

HKS Historical daily closing price per H Share HSI peints
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Source: the Stock Exchange's website and Wind Financial Terminal

During the Shares Review Period, the lowest and highest closing prices of the H Shares as
quoted on the Stock Exchange were HK$2.06 recorded on 11 September 2024 and HK$4.06
recorded on 7 October 2024 respectively. The Offer Price of HK$4.03 represents (i) a
significant premium of approximately 95.63% over the lowest closing price of the H Shares;
and (ii) a slight discount of approximately 0.74% to the highest closing price of the H Shares,
as quoted on the Stock Exchange during the Shares Review Period. In addition, the Offer Price
of HK$4.03 is above the daily closing prices of the H Shares for 281 wading days out of total
282 wading days duaring the Shares Review Period.
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From the start of the Shares Review Period, the closing price of H Shares followed a
downward trend, decreasing from HK$3.50 as recorded on | December 2023 to HK$2.61 as
recorded on 22 January 2024. Subsequently, the closing price of the H Shares followed an
upward trend and reached TTK$3.58 on 17 May 2024 and 20 May 2024, Thereafter, the closing
price of the H Shares followed a downward trend and hit the lowest of HK$2.06 on 11
September 2024. Since then, the closing price of the H Shares rebounded and reached the
highest of HK$4.06 on 7 October 2024 before it decreased sharply to HK$3.28 on 8 October
2024, Subsequently, the closing price of the H Shares fluctuated and recorded HK$3.50 on the

Announcemeni Date,

Foltowing the publication of the Announcement and up to the Latest Practicable Date, the
closing price of H Shares fluctuated between HK$3.35 and HK$3.85.

Save as the boost in the PRC stock market at the end of September 2024 and beginning of
October 2024 due to favourable policies promogulated by the PRC regulators/government and
except for the movement of the closing price of the H Shares is in line with the movement of
Hang Seng Index, we did not identify any specific reason which caused the aforesaid
fluctuation of the closing price of thc H Shares.

- 17 -
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5.3 Historical trading liguidity of the H Shares

Set out below is a table showing the average daily number of the H Shares traded per month,
and the respective percentages of the H Shares’ monthly trading volume as compared Lo (i) Lthe
total number of issued H Shares held by the public; and (i) the total number of issued H
Shares as al the Lalest Practicable Date, to illustrate the trading liquidity of H Shares during
the Shares Review Period:

% of the Average
Volume to total
number of issned % of the Average
Average daily H Shares held by  Velume to total

Number of  trading volume Independent number of issued
trading days in {the “Average Shareholders H Shares
Month each month Yolume”) {Note 1) {(Note 2)
Number of Shares % o
2023
December 19 14,760,000 0.337 0.324
2024
Janvary 22 18,153,756 0.415 0.398
February [9 17,558,176 0.401 0.385
March 20 27,105,721 0.620 0,595
April 20 31,141,717 0.712 (.683
May 21 44,661,166 1.021 0.980
Juane 19 29,544,101 0.675 0.648
July 22 25,728,071 0.588 0.564
August 2 23,003,617 0.526 0.505
September 19 55,615,372 1.271 1,220
Qctober 21 76,228,587 1.743 1.672
November 21 28,631,359 0.655 0.628
December 20 34,190,706 0.782 0,750
~ 2 December 2024 (o the Last
Trading Day 3 24,854,054 0.568 0.545
-9 December2024 to 31
December 2024 15 37,302,923 0.853 0.318
2025
Janvary (up to and including the
Latest Practicable Date) [7 18,295,871 0418 0.401
Source: the Stock Exchange website
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5.4

55

Nores:

i, Based on 4,374,182,500 H Shares held by the Independent Shareholders as at the Latest Practicable
Date.

2 Based on 4,558,146,500 H Shares in issue as at the Latest Practicable Date.

We noted from the above table that the Average Volume of H Shares was thin during the
Shares Review Period. During the Shares Review Period, the Average Volume of H Shares
was below 2% of the 1otal number ol issued H Shares held by the public and the total number
of issued H Shares as at the Latest Practicable Date.

Given the thin Average Volume of the H Shares during the Shares Review Period, it is
uncertain as lo whether there would be sufficient liquidity in the H Shares for the H
Shareholders to dispose of a significant number of H Shares in the open market without
causing an adverse impact on the market price level of the H Shares.

Comparison with other comparable companies

We noted that frading multiples analysis is a commonly adopted method for the purpose of
assessing the fairness and reasonableness of the Offer Price. In this regard, we attempted to
search for Hong Kong listed companies which are principally engaged in similar line of
businesses as the Group (i.e. basic building materials, new malterials and engineering services
businesses). However, we could not find any Hong Kong listed company based on the

aforesaid selection criteria.

Given that the Group’s Basic Building Materials Segment was approximately RMBI118.8
billion {accounting for more than 50% to its total revenue) for FY2023, we re-set the following
criteria; the listed company is principally engaged in manufacturing and sale of basic building
materials (mainly cement and conerete) with no less than RMBS50 billion of revenue generated
from such segment for the latest financial year and accounting for more than 50% to total
revenue for the corresponding period. However, we could only find BBMG Corporation {stock
code: 2009 & SH601992) and Anhui Conch Cement Company Limited (stock code: 914 &
SH600585), which could meet our selection criferia, Given the sample size (i.e. only two
comparable companies), we consider that the trading multiples analysis is impracticable in this

case.
Comparison with other share buy-back cases

To further assess the fairness and reasonableness of the Offer Price, we also searched for
comparable share buy-back transactions by way of a gencral offer conducted by other listed
companies in Hong Kong which involved application for whitewash waiver, announced on the
Stock Exchange from 1 December 2021 (being approximately three years prior to and up to the
Last Trading Day) that were not lapsed up to the Latest Practicable Date (the “Buy-back
Cases”). We consider the review period covering approximately three years prior to the Last
Trading Day is appropriate as it would allow us to identify sufficient number of Buy-back
Cases to assess the market practice of share buy-back transactions that involves application of
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whitewash waiver, We found six Buy-back Cases which meet the aforesaid criteria for
comparison and they are exhaustive. Although the business and operation of the Group are not
the same as those of the companies of the Buy-back Cases, the Buy-back Cases can
demonstrate the market practices of share buy-back by way of partial offer conducted by other

Hong Kong listed companies.

Premmiem/
Premiomof (ke Premivmof the  Premfoms of the  (discoust) of the Premion/
offer price over  offer price over  offer price over  offer price over/  (dhscownt) of offer
he arerag {he average the average  {fo} the average  price overlto the
cosingprive of  chsing price of  csing price of  closing price of  respeetive then
Prembtes of the sharesfor§ charesfor 1l chaeslor ) charesTor 60 med assit value
offer price over conseculive ronsecalive tonsecelive consecalive ger share
fhe oding price  trading dapsup  tradingdapsop  treding daysup  Gadingdaysup  tieibatabke o
ofshireon  toand mcloding  toandinchuding (o aod incleding  toand incleding  owmers of the
{empany name Date of inital the Jast full the Jast full e Tast fll the st full the st ol Conpany
{stock code) anmemcensent trading day trading diy trading day trading day trading day (Vo 1)
% % % 4 i %
Skywarth Graup Limited (151) 23 December 2012 3l 4 B3 194 1 (334)
otz 2) {Note )i (Note ) (Neie {Nate 2} fNote 1)
§¢iCloce Prarmeocativals § Jaznry B3 138 2 0 5l 44 1313
(Hekdsgs) Limited (66000
Shogzeng Foshn Rescces 11 Joly 2003 18 14 n 96 {10} {210
Grop Lizsilad (639)
Hong Kong Techaolagy Ventere 22 May M P P Al nl piki {08
Company Limited (1137}
Thitha Tec. (5390 & NYSE: 7H) 19 Jaly 204 12 104 9.7 IR i ({16
{Note ) {Nate ) (Nore 3j {Neve 3t {Note 3
(bina Bogi Envitoemental 1 October WM 163 LAl 821 638 T8 (680)
(Holding) Co, Led. (23703
Mavimun: 13 m ] ) gl 1313
Minimam: 1 0l 97 96 (1.0} {88.0)
Artrague 192 ng FAN] 11 ub i85
Median: 171 nl 19 04 179 (118
The Company b Becember 204 15l 167 158 193 Al (686
Source: the Stock Exchange’s website
Notes:
1. Based on the then latest net asset value per share attributable to shareholders of the subject companies

as disclosed in the relevant offer documents.
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2, The offer price of the relevant transaction was subsequently revised on 28 March 2023 and thus the last
full trading day of 28 March 2023 was adopted in the calculation of the premium/(discount) of the

revised offer price.

3. Calculated based on the share price as gquoted on the Stock Exchange.

As depicted in the above table, the LTD Premium, 5 Days Premium, 10 Days Premium, 30
Days Premium and 60 Days Premium arc within the relevant range of the Buy-back Cases;
while the 2024Q3 NAV Discount is below the relevant range of the Buy-back Cases (i.e. the
2024Q3 NAV Discount of approximately 68.6% represents a deeper discount than the
discounts represented by the offer price of the Buy-back Cases to the respective then NAVY per
share attributable to owners of the relevant company).

Taking into account that:

) the Offer Price of HK$4.03 is above the daily closing prices of the H Shares for 281
trading days out of total 282 trading days during the Shares Review Period;

(i) it is uncertain as to whether there would be sufficient liguidity in the H Shares for the H
Shareholders to dispose of a significant number of H Shares in the open market without
causing an adverse impact on the market price level of the H Shares given the thin
Average Volume of H Shares during the Shares Review Period;

(iii)  the LTD Premium, 5 Days Premium, 10 Days Premium, 30 Days Premium and 60 Days
Premium are within the relevant range of the Buy-back Cases, but the 20240Q3 NAV
Discount is below the relevant range of the Buy-back Cases; and

(iv)  although the 202403 NAV Discount is below relevant range of the Buy-back Cases (i.e.
the 2024Q3 NAV Discount of approximately 68.6% represents a deeper discount than
the discount represented by the offer price of Buy-back Cases to the respective then net
assel value per share attributable to owners of the relevant company), the closing prices
of H Shares have been traded at significant discount to the then prevailing NAV per

Share during the Shares Review Period,

we consider the Offer Price to be fair and reasonable and we are of the view that the Offer
provides an exit alternative for the Independent Shareholders who would like to realise their

investments in the H Shares.
Whitewash Waiver

As at the Latest Practicable Date, the CNBM Parent Concert Group held 3,797,269,981 Shares
{including 183,964,000 H Shares and 3,613,305,981 Domestic Shares), representing approximately
45.02% of the issued Shares as at the Latest Practicable Date. Pursuant to Rule 32 of the Takeovers
Code and Rule 6 of the Share Buy-backs Code, if as a result of a share buy-back, a Shareholder’s
proportionate interest in the voting rights of the Company increases, such increase will be treated as
an acquisition for the purposes of the Takeovers Code.
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Depending on the level of acceptances received from the Accepting Sharcholders pursuant to the
Offer, taking into account all the Conditions are fulfilled or waived (where applicable}, the aggregate
interests of the CNBM Parent Concert Group may increase to a maximum level of approximately
50.01% upon completion of the Offer, thereby lriggering an obligation under Ruole 26 of the
Takeovers Code for CNBM Parent to make a mandatory general offer for all the Shares not already
owned by it and parties acting in concert with it. Accordingly, an application has been made to the
Executive by CNBM Parent for the Whitewash Waiver, The Whitewash Waiver, if granted by the
Executive, will be conditional upon, among others, at least 75% of the votes cast by way of poll by
the Independent Shareholders present and voting in person or by proxy in respect of the Whitewash

Waiver.

The Offer is conditional upon the approval of the relevant resolutions at the EGM, the H
Shareholders® Class Meeting and the Domestic Shareholders® Class Meeting, the Offer and the
Whitewash Waiver being approved by the Independent Shareholders at the EGM and the Whitewash
Waiver being granted by the Executive.

Depending on the level of acceptances received from the Accepting Shareholders pursuant fo
the Offer and in the event that the aggregate interests of the CNBM Parent Concert Group
exceed 50% of the issued Shares upen completion of the Offer, the CNBM Parent Concert
Group may increase its aggregate shareholding in the Company subsequent to completion of the
Offer without triggering any obligation under Rule 26 of the Takeovers Code to make a
mandatory general offer.

RECOMMENDATION

In respect of the Offer

Having considered the principal factors and reasons as discussed above, in particular:

)

(i1)

(iit)

(iv}

the Offer will return part of the Company’s funds to the H Shareholders;

the Offer will provide an opportunity for the H Shareholders either to tender H Shares to realise part
of their investments in the Company al a premium to recent market prices, or to increase their
proportionate equity interests in the Company by retaining their shareholdings and participating in the

futwre prospects of the Group;

the Offer has the effect of enhancing net assets per Share attributable to equity sharcholders of the

Company upon completion of the Offer;

although the H Sharcholders can increase their proportionate equity interests in the Company by
retaining their shareholdings and participating in the future prospects of the Group with enhanced
Shareholder value, the Offer Price of HK$4.03 per H Share represents a premium over the closing
price of the H Shares on the Last Trading Day and premiums over the average closing price of the H
Shares for the 5, 10, 30, 60 consecutive trading days up to and including the Last Trading Day,
indicating that the Offer provides an excellent opportunity for the H Sharcholders to realize their

investments in the Company;
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{v)  the Offer Price of HKS$4.03 is above the daily closing prices of the H Shares for 281 trading days out
of total 282 trading days during the Shares Review Period;

(vi) it is unceriain as lo whether there would be sufficient liguidity in the H Shares for the H Shareholders
to dispose of a significant number of H Shares in the open market withoul causing an adverse impact
on the market price tevel of the H Shares given the thin Average Volume of H Shares during the

Shares Review Period;

(vii) the LTD Premium, 5 Days Premium, 10 Days Premium, 30 Days Premium and 60 Days Premium are
within the relevant range of the Buy-back Cages, but the 20240Q3 NAYV Discount is below the relevant
range of the Buy-back Cases; and

(viii) although the 2024Q3 NAYV Discount is below relevant range of the Buy-back Cases, the closing
prices of H Shares have been traded at prices substantially lower than the then prevailing NAV per

Share during the Shares Review Period,

we consider that the terins of the Offer (including the Offer Price) are fair and reasonable and in the interest
of the Independent Shareholders. Accordingly, we recommend the Independent Board Committee to advise
(i) the Independent Shareholders to vote in favour of the resolution with respect to the approval of the Offer;
and (ii) the Qualifying Shareholders to accept the Offer.

In respect of the Whitewash Waiver

As aforementioned, if the Whitewash Waiver is not granted by the Executive, or if the resolutions to
approve the Offer or the Whitewash Waiver are not passed by the Independent Sharcholders, the Offer will
not proceed and will immediately lapse.

In view of (i) the aforcsaid reasons for and benefits of the Offer; and (ii) that the terms of the Offer are fair
and reasonable, we are of the opinion that the approval of the Whitewash Waiver, which is a prerequisite for
proceeding with the Offer, is (a) in the imterests of the Company and the Shareholders (including the
Independent Shareholders); and (b) is fair and reasonable for the purpose of proceeding with the Offer.

Accordingly, we recommend the Independent Board Committee to advise the Independent Sharcholders to
vote in favour of the relevant resolution to be proposed at the EGM to approve the Whitewash Waiver.
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As different Shareholders would have different investment criteria, objectives and/er circumstances,
we would recommend any Shareholders who may require advice in relation to any aspect of the Offer
Document, or as to the action te be taken, to consult a licensed securities dealer, bank manager,
solicitor, professional accountant, tax adviser or other professional adviser,

Yours faithiully,
For and on behalf of
Gram Capital Limited

Graham Lam
Managing Director

Note:  Mr. Graham Lam is a licensed person registered with the Securities and Futures Commission and a responsible officer
of Gram Capital Limited to carry out Type 6 {advising on corporate finance) regulated activity under the SFO. He has
around 30 years of experience in investment banking industry.

* For identification purpose only
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