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Alpha Financial Group

T Fehruary 2025
To: The Independent Board Commitiee and the Qualifying Shareholders of Elife Holdings Limited

Dear Sirs/Madams,

RESPONSE DOCUMENT RELATING TO
VOLUNTARY CONDITIONAL CASH PARTIAL OFFER
BY VBG CAPITAL LIMITED
FOR AND ON BEHALF OF THE OFFEROR
TO ACQUIRE 67,808,588 SHARES IN
ELIFE HOLDINGS LIMITED
(OTHER THAN THOSE ALREADY OWNED OR AGREED TO BE
ACQUIRED BY THE OFFEROR AND PARTIES ACTING
IN CONCERT WITH HER)

INTRODUCTION

We refer o our appointment as the Tndependent Financial Adviser o advise the Independent Hoard
Committes and the Qualifying Shareholders in respecl ol the Partial Offer, details of which are set out in
the letter from the Board (the “Letler from the Board”) contained in the response decument dated 7
Fehruary 2025 (the “Responsc Document”) issued by Elifc Holdings Limited (the “Company”,
colleclively with its subsidiaries as the “Group™), ol which this letter forms part, Capitalized terms used
in this letter shall have the same meanings as defined in the Response Document unless the conlexl
requires otherwisc.

Reference is made to the Rule 3.7 Announcement, whereby the Board was notified in wriling by the
Offeror on 30 Scptember 2024 (hat the Offeror intended to make the Partial Oller for 67,808,388 Offer
Sharcs, representing approximately 5.00% of the entire issucd share capital of the Company as at the date of
the Buole 3.7 Announcement, not already owned by the Offeror and parties acting in concerl with her.
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Referenee 15 also made to the announcement of the Offeror dated 1 November 2024, whereby the
Ofler Price and (urther details ol the Partial Offer were announced by the Offeror. The Offer Document
accompanied with the Form of Acceptance were despalched on 22 November 2024,

The muking ol the Partia] Offer is subject to the obtaining of consent from the Executive in respect
of the Partial Offer pursuant to Rule 28.1 ol the Takeovers Code. According to the announcement made
by the Offeror an 3 November 2024, the consent from the Lixecutive in respect ol the Partial Oller has
been oblained and the Pre-Condition has been fulfilled on 4 November 2024,

THE INDEPENDENT BOARD COMMITTER

Pursvant 1o Rule 2.8 ol the Takeovers Code, the Independent Board Committee, comprising
Mr. Chou Chiu Ho, Mr, Cho Ka Wing, Ms, Chan Lok Yin and Mr. Ma Kin Ling, being all independent
non-cxccutive Directors, who have no direct or indirect interest in the Partial Offer other than as holders
of the Shares (il any), was lormed W give advice Lo the Qualifying Sharcholders as to whether the terms
of the Partial Offer are fair and reasonable and as to the acceptance ol the Partial Ofler.

As Mr, Chiu Sui Keung, Mr. Zhang Shaoyan and Mr. Guo Wei, being non-executive Directors who
shall be members of the Independent Board Committee uwnder Rule 2.8 of the Takeovers Code, were
re-designated from execurive [lirectors to non-executive Directors with effect from 24 December 2024
during the Offer Period, Mr. Chiv Sui Keung, Mr. Zhang Shaoyan and Mr, Guo Wei shall not act as
members of the Independent Board Commillee [or the purpose of the Partial Offer under Rule 2.8 of the
Takeovers Code. In addition, the duties of Mr. Chin Sui Keung and Mr. Zhang Shaoyan were suspended
with effect from 23 Tanuary 2025,

Furthermore, as the duties of Mr. Lam Williamson, Mr. Wong Tsz Vung, Mr. Moy Yee Wo
Matthew, being the independent non-executive Directors who shall be members of the Independent Board
Commillee under Rule 2.8 of the Tukeovers Code, have been suspended with effect from 23 Tanuary
2025, Mr. Lam Williamson, Mr. Wong Tsz Fung, Mr. Moy Yee Wo Matthew are nol members ol the
Independent Board Committee for the purpose of the Tartial Offer under Rule 2.8 of the Takeovers Code,

With the approval of the Independent Board Commitiee, we have been appointed by the Company
to act as the Independent Financial Adviser pursuant to Rule 2,1 of the Takeovers Code to advise the
Independent Bourd Committee in respect of the Partial Offer, and in particular, as to whether the terms of
the Pactial Offer are fair and reasonable and as to the acceplance ol the Partial OfTer.

We are independent from and not connected with the Company, the Offeror, any of their respective
substantial shareholders, or any parly acling, or presumed Lo be acting, in concert with any of them.
Twring the past two years immediately preceding the commencement of the Offer Period and up w the
Latest Practicable Date, save for this appointment as the Independent Financial Adviser in respect of the
Fartial Ofler, Alpha Financial Group Limiled has no significant conncetion, financial, business or
otherwise wirth and there were no other engagements between Alpha Uinancial Group Limiled and the
Company, the Offeror, any of their respective substantial shareholders, or any party acting, or presumed
1o be acling, in concerl with any ol them. Aparl {rom the normal advisory fee payable to us in connection
with our appointment as the Independent Financial Adviser to advise the Independent Board Commillee,
no grrangement exists wherehy we shall receive any other fees or benefits from the Offeror and the
Company or any ol Lheir respective substanlial shurcholders or any person acting, or deemed to be acting,
in concert with any of them. Accordingly, we are considered eligible (o give independent advice on the
Partial Offer.



BASIS OF OUR ADVICE

In formulating our advice and recommendation to the Independent Board Commitiee, we have
relied on the stalementls, informaltion, opinions and representations contained in or referred to in the
Response Document and the information and representalions as provided to us by the Directors and the
management of the Company (the “Management™”). Our review procedures include review ol (a) the
annual reports of the Group for the years ended 31 March 2023 and 2024 (the “2023 Amnual Report”
and "2024 Annual Report”, respectively); (b) the announcement of the Company dated 22 November
2024 in relation to, among other things, the profit warning ol the Company lor the six months ended 30
September 2024 (the “Profit Warning™); (¢) the Offer Document; (d) the announcement of the Offeror
dated 1 November 2024 and 12 December 2024, in relation to, among other things, details of the Partial
Offer and the revised timetable of the Partial Offer; (g) the Response Document; (1) the annowncement of
the Company dated 21 August 2024, in relation to, among other things, the invalid purported requisition
relating (o the removal of cerlain Dircctors and appointment of Directors (the “Tnvalid Porported
Requisition™) and the announcement of the Company dated 30 August 2024, in relalion to, among other
things, the Company not convening an extra ordinary peneral mesting pursuant to the Invalid Purporled
Eequisition; (g) the announcements of the Company dated 4 November 2024, 17 November 2024, 20
December 2024, 27 December 2024, 5 January 2025 and 10 January 2025 and the circular of the
Company dated 14 November 2024, in relation to, among other things, the purporied reguisilion relating
te the removal of certain Directors and appointment of Thirectors (the “Porported Requisition™); (h) the
announcements of the Company daled 30 Seplember 2024, 25 October 2024 and 21 November 2024, in
relation to, among other things, the proposed issue by way of righis of the rights shares (the “Rights
Lssue™); (i) the announcements of the Company dated 29 November 2024, 12 December 2024, 7 January
2025 and 28 Janvary 2023, in relation to, among other things, the delay in the publication of the interim
results of the Company for the six months ended 30 Seplember 2024 (the “2024 Interim Results™), the
estahlishment of the independent investigation committes, the appointment of the independent forensic
accountanl and the suspension of trading in the Shares; (j) the announcements of the Company dated 26
November 2024, 29 November 2024, 2 December 2024 and 23 January 2025 in relation to, among other
things, the resignation of key personnel of the Company andfor suspension of duties of cerlain Direclors;
(k) the announcement of the Company dated [6 Janoary 2025 in relation to, among other things, the
resumprion guidance (the “Resvmption Guidanee™) lor the resumplion ol trading in the Shares; (1)
relevant announcements puhlished by the Offeror; (m) other relevant announcements published by the
Company; (n) the share price performance; (o) the trading liquidity of the Company; and (p) comparable
companies Lo the Company. We have assumed that all information and representations that have heen
provided by the Directors and the Management are true, complete and accurale in all material respecls al
the time when they were made and up to the date throughout the Offer Period and should there be any
material changes thereto, Sharcholders would be notificd a5 soon as possible in accordance with Rule 9.1
of the Takeovers Code. We have also assumed that all statements ol beliel, opinion, expeclalion and
intention made by the Directors in the Response Document were reasonably made after due enquiries and
careful consideralions.



We consider that we have been provided with sufficient information on which Lo [urm a reasonable
basis [or our opinion. We have no reason to suspect that any relevant information has been withheld, nor
are we aware of any laclt or circumslance which would render the information provided and
representations made to us untrue, inaccurate or misleading, We consider that we have performed all the
necessury steps to enable us to reach an informed view and to justify our reliance on the information
provided so as Lo provide a reasonable basis for our opinion, We have also assumed that all statements of
opinion made by the Directors and the Managemenl in the Response Document were reasonahly made
after due enquiries and careful consideration, The Directors have confirmed Lhal, o the best ol their
informalion and knowledge, that no material fact or information has heen omitted from the information
supplied and that the representations made or opinions cxpressed have been arrived at after due and
careful consideration and there are no other facts or representations the vmission ol which would make
any statement in the Response Document, including this letter, misleading,

While we have taken reasonable steps ro satisfy the requirements under the Takeovers Code and
the Listing Rules, we have not carried out any independent verificarion of the information, opinions or
representations given or made by or on behalf of the Company as set out in the Response Document, nor
have we conducted an independent investigation into the business allairs or asscls and liabilitics of the
Group or any of the other parties involved in the Partial Offer.

We have not considered the tax and regulalory implications on the Qualifying Shareholders of
acceptance or non-acceptance of the Partial Offer since these depend on their individual circumstances. In
parlicular, the Qualilying Sharcholders who are resident overseas or subject to overseas taxes or llong
Kong raxation on securities dealings should consider their own tax positions, and if in any douht, should
consult their own professional adviser.

This letter is issued lor the inlormation ol the Independent Board Committee and the Qualifying
Shareholders solely in connection with their consideration of the Partial Oller, and cxcept for its
inclusion in the Response Document, is not to he quoted or referred to, in whole or in part, nor shall this
letter be used lor any other purposes, without our prior written consent.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion and recommendation to the Independent Board Commiltee in relation to
the Partiul Offer, we have considered the principal factors and reasons as set out below:

1. Baclkground of the Partial Offer

Eelerence is made to the Rule 3.7 Announcement, whereby the Board was notified in writing by
the Offeror on 30 September 2024 that the Olleror intended (o make the Partial Offer for 67,808,538
(Offer Shares, representing approximately 5.00% of the entire issued share capital of the Company as at
the date ol the Rule 3.7 Announcement, not already owned by the Offeror and parties acting in concert
with her.

Relerences arc also made to the announcements of the Offeror dated 1 Movember 2024 and 12
December 2024, whereby the Oller Price, [urther details of the Partial Offer and the revised timetable of
the Partial Offer were announced by the Offeror,



The making of the Partial Ofler is subjecl o lhe oblaining ol consent [rom the Executive in respeet
of the Parrial Offer pursuant to Rule 28,1 of the Takeovers Code, According to the announcement made
by the Offeror on 5 November 2024, the consent from the Executive in respect of the Partial Offer has
been oblained and the Pre-Condition has been [ullilled on 4 November 2024,

2. Condition of the Partial Offer

As disclosed in the Offer Document, the Partial Offer is subject to the condition that valid
accoptances are received (und not, where permitted, withdrawn) in respect of a minimum of 67,808,588
Offer Shares al or belore 4:00 p.m. (Hong Kong lime) on the First Closing Date, which shall be at least
28 days following the despatch dare of the Offer Document, or such later date as may be extended by Lhe
Offeror in aceordance with the regquirements of the Takeovers Code.

In the event that valid acceptances are received:

(i) for less than the requirsd nuomber of 67,808,588 Offer Shares by the Uirst Closing Date,
unless the First Closing Date is extended in accordance with the requirements of the

Tuakeovers Code, the Partial Oller will not proceed and will lapse immediately; and

(i)  for not less than the required wumber of 67,808,588 Offer Shares on or belore the Firsi
Closing Date, the Offeror will declare the Partial Offer unconditional as to acceptances on
or before the First Closing Date.

lior the avoidance of doubt, the Company has no knowledge and inlormalion as o whether the
condition above has heen fulfilled as at the Tatest Practicable Date,

Pursuant to the Offer Document, the Offeror will issue an announcement in relation to the revision,
exlension or lapse ol the Partial Olfer or the lulfilment of the condition above in accordance with
the Takeovers Code and the Listing Rules, The latest time on which the Offeror can declare the
Partial Offer unconditional in all respects is 7:00 p.m. on Monday, 24 March 2025,

3. Backzround information of the Group
i Principal business

As disclosed in the T.etter from the Board, the Group is principally engaged in the supply
chuin business for branded goods and consumer products in the Greater China region. The Group's
core aclivities encompass a comprehensive range of brand digitisalion services, such as brand
management, hrand promotion and brand supply chain, thereby establishing an integrated industry
chain, In addition, the Company is also cnguged in the supply chain, sales and marketing, and
brand building of daily cleaning, anti-epidemic and licensed branded consumer goods. The Group's
provision of hrand digitisation services, such as brand management, brand promotion and brand
supply chain, which [urms the Group’s supply chain business, has only started during FY2024 (as
defined below). As disclosed in the 2023 Annwal Report, the Group was principally engaged in
commaodities trading, sales, marketing and brand building of anti-epidemic, daily cleaning products
and licensed branded watches businesses during FY2023 (as defined below).



In summary, the Group principal business includes:
{2}  Supply chain

The Group is engaged in the comprebensive supply chain business lor commodilies,
branded goods and consumer products, focusing on assisting brand suppliers to expand their
onling and offline sales chunnels, cstablishing direct sales channels with end customers
(B2C2C), and offering various value-added services such as brand building, management
and promaotion for brand owners (or their advertising agents) to form a complete industry
chuin. The brand promotion services that Group offers includes digital intelligent marketing
plan to enhance customers’ brand awareness and boost product sales through different online
and offline platforms, including scenarin-based digital media in hotel venues and various
social media plutforms such as TikTok, Kuaishou. cte.

(hy  Draily cleaning and anti-epidemic products

The sales ol daily cleaning, anti-epidemic and other consumable products business of
Grroup is principally in relation to the sale, marketing and brand building of the products
under the brand 5% 7“E'ANSN" which the Group possesses and the supply chain
including the formula, brand and puckapge design of the anti-cpidemic and daily cleaning
produocts,

(¢} Licensed branded consumer goods

The husiness in relation to sale of licensed branded consumer goods includes licensed
branded watches and ladics’ handbags through the established sales channels, including
direcl exporl sales, a sell-operaled e-commerce app and live video streaming television
channels (covering several television networks in Beijing, Jiangxi, Shandong and Sichiuan).

) Commodities rading business
The commoditics sales business of the Group, which was discontinuned during

172024, mainly involved in the provision ol sourcing domestic guality products as well as
metals commodities for sale to retail channels or lower-tier agents in the PRC.



3.2 Histarical financial information

Sel out below is a sumunary of the audiled consolidated financial results of the Group for the
two years ended 31 March 2023 and 2024 (“IFY2023" and “FY20247, respectively) as eatracled

from the 2023 Annual Report and 2024 Annual Report:

Table 1: Historical finaneial information of ithe Group

Revenue
— Provision of brand promotion services
— Commodilies sales
— Sales of daily cleaning, anti-epidemic and other consumable
products

— dale of licensed branded consumer goods

Ciross profit

Selling expenses

Other operating expenses

Loss for the year attributahle to owners of the Company

Mon-current assets
Current asscts
Total aszels

Mon-current liahilities
Currenl habalitics
Total liabilities

Mel current assels
Equity attributable to owners of the Company

MNon-controlling inlerest
Tatal equiry

FY2023
HES'000
[audiled)
(restated)

238,840

223,759

8,191
6,890

1,867
{1,598)
(22,483)
(21,673)

As at

31 March
2023

HES 000
{audited)

4,312
73,638
T8, 150

13.615
38,923
52,535

34,715
08,825

(73.213)
25,612

FY2024
HES'000
(audited)

144,086
122,408
51,903

8,053
1,720

31,860

(4,211)
(24,096)
(32,008)

As al

31 March
2024

HEZ 000
(audited)

5,846
249,813
255,659

2,015
201 409
203,424

48,404
124,095

(71.8060)
52,235



FY2023 vy FY2024

The Group has recorded a revenue of approximately HK$184.1 million for Y2024,
representing a decrease of approximately HEK$54 8 million or approximately 22.9%, as compared
o the Group’s revenue ol approximalely HKS238.8 million lor FY2023. The decrease in revenue
during the year was attributable to the scaling down of copper rod sales to approximalely HKS9.5
million (FY2023; approximately HE$223.1 million) due to its low gross profit margin, QOn the
other band, the Group started to source taw materials for @ manufacturer of wine, beverages and
refined tea in China and generated revenue from commodily sales amounled lo approsimately
HER40.7 million during FY2024 (FY2023: nil), The toral revenue from sales of commaodities
amounted to approximately HES51.9 million for FY2024 (FY2023: approximately HEK$223.8
million). During Y2024, the additional headcount recruited by the Group generated revenues ol
approximately HER122.4 million (FY2023: nil) in the provision of brand promotion services,

Lior 1Y 2024, the cost of sales of the Group amounled lo approximalely HK$152.2 million
(FY2023: approximarely HEKS237.0 million), representing a decrease of approximately 35.8%. The
drop was mainly caused by the decrease in cost of sales of commodities to approximately HE$49.5
million (FY2023: approximalely HK$223.6 million) which is ollsel by the increase in cost of sales
in the provision of brand promotion services of approximately HE$94.2 million for 17Y2024
(FY2023: nil).

The Group's gross profit for I'Y2024 has increased lo approximalely HE$31.9 million
(FY2023:; approximately HK$1.9 million), representing an increment by approximately 16.1 times,
A gross profil of approximately HKS28.3 million was generated by the provision of hrand
promotion services that the Group started during FY2024 (FYZ2023: nil). The gross prolil margin
from sales of commodities has also improved to approximately 4.0% (FY2023: approximately
0.1%) duc to g higher margin in sourcing of raw materials for 8 manufacturer of wine, heverages
and refined lea in China,

Although the Group has achieved a gross profit of approximately HK$31.9 million during
¥ 2024, the Group has recognised nel allowance lor BCL on trade and other receivables which is
of non-cash natore during FY2024 of approximarely HE$27.8 million (FY2023: approximately
HES1.0 million). The significant increase was mainly due to the high level of impairment risk
related 1o a loan with a total oul standing balance ol approximately HKS20.6 million as al 31
March 2024, An additional provision for ECL of approximately 115145 million was recognised
during FY2024 that resulted in a provision allowance for the said loan in the amount of
approximalely HK$16.2 million as at 31 March 2024 (31 March 2023: approximately HES1.8
million).

Coupling with the increased selling expense, other operating cxpense and the taxation effect
which affected the profit margin for the same period, the Group recorded a loss altributable to
owners of the Company of approximately HES3I2.0 million (FY2023: approximately HE$21.7
million), representing an increase ol approximately 47.7%, which was mainly contributed by other
operating expenses of approximarely HE$24.1 million (I'Y2023: approximately HK$22.5 million)
For FY2024, the Group also resulted in a negative net profit margin of approximately 17.4%
(FY2023: negulive nel profit margin of approximately 9.1%) despite of the gross profit margin
recorded, with the increment in negative net profit margin due (o the reasons above,

8



During FY2024, the Group had nel cash oulllow [rom operaling setivities of approximately
HE$28Y million (FY2023: approximately HE$16.4 million), net cash inflow from investing
activities of approximately HES2,000 (FY2023: net cash ouiflow of approximately HE$41,000)
and net cash ioflow from financing aclivilies of approximately HEK$54.3 million (FY2023:
approximately HEKSE. million).

As al 31 March 2024, the Group had available cash and cash balances amounnted to
approximately HE$27.1 million (31 March 2023: approximately 1K$2.3 million). Net current
assets of the Croup on 31 March 2024 amounled lo approximately HEK$48.4 million (31 March
2023: approsimately HEKS34.7 million). As at 31 March 2024, the Group's total current assets and
current liahilities were approximately HE$249.8 million (31 March 2023: approximately HK$73.6
million) and 1K$201.4 million (31 March 2023: approximately HK$38.9 million), respectively,
while the current ratio was approximately 1.2 times (31 March 2023; approximately 1.9 tfimes), As
at 31 March 2024, the Group's assets liabilities ratio (total liabilities to total assels) was
approximately 0.8 times (31 March 2023: approximalely 0.7 tmes). The Group’s total equity
increased lrom approximalely HK$25.6 million as at 31 March 2023 to approximately HEK$52.2
million as at 31 March 2024, which was duoe to (i) the placing of new shares under general mandate
on 27 June 2023; (ii) placing ol new shares under general mandate on | November 2023; and (iii)
rights issue of new shares on 15 Febroary 2024,

Six months ended 30 Seplember 2024 vy six months ended 30 Seprember 2023

Reference is made to the announcement of the Company dated 22 November 2024, in
relation lo, among other things, the Profit Warning. As disclosed, the Group expected to record (i)
a significant increase in revenue of approximately HR$49.4 million; (i) a sipnificant decrease in
gross profit of approximately [IK$4.9 million; and {iii) an increase in loss for the six months ended
30 Seplember 2024 of approximately HEK$48 8 million compared to that of the previous
corresponding period.

With the commencement of the Offer Period, pursuant to Rule 10 of the Takeovers Code,
the Profit Warning constitutes a profit forecast and must be reporied on by the Company’s
financial advisers and audilors in accordance with Rule 104 of the Takeovers Code. As disclosed
in the Letter from the Board, as the Independent Forensic Accountant is still in the course of
preparing its independent investigation report for the independent investigation commillee ol Lthe
HBoard as at the Latest Practicable Date, the Company wuas nol able to appoint financial advisers
and suditors for the preparation of the report on the Profit Warning., As such, there is uncertainty
on whether the Profit Warning can be relied on.

Eecferenees are made to the announcements of the Company dated 29 November 2024, 12
December 2024, 7 January 2025, 10 Janvary 2023 and 28 January 2025 in relalion o, among other
things, the delay in the publication of the interim results of the Company for the six months ended
30 Scptember 2024, the establishment of the independent investipation commitiee, the appointment
of the independent forensic accountant and the suspension ol trading in the Shares. According to
the said announcemenls the Board (save and cxcept for Ms. Qin, Mr. Zhao and Mr. Guo Wei)
considered it to be inaccurate and misleading to publish the 2024 Interim Hesults at its present
stams, Accordingly, the recent business performance ol the Company is unclear until the
publicalion of the 2024 Inlerim Results and upon the investigation of the independent investigation
committee. We are of the opinion that the Qualifying Shareholders should bear in mind ol the
aforesaid when taking info account of the financial information as disclosed in the Profit Warning.



Background and intention of the Offeror
4.0 Hackgrownd of the Offeror

As set out in the "Letter from VBG Capital™ contained in the Offer Document, the Ofleror,
aged 43, is a businesswoman based in Hong Kong and the PRC, The Offeror has heen a vice
president of FERE(E SHESBEEMETMEA A (Trve Health (Guangdong Henggin) Medical
Technology Co., Ltd*) since March 2022, which is a medical surgical robol technology company
that blends robotics and artilicial intelligence, and acts as legal representatives of several of its
subsidiaries, Since August 2012, she has also been the general manager of B TG RESE L5 B4

M (Guangzhou Shi Ma Long Drug Co., Trd*), a company which sells traditional Chinese
medicinal oil and cream consumer products.

Further details are set out in the “Letter from VIBG Capital” conlained in the Offer
Document.

4.2 Intention af the Qfferor

As sel oul in the “Letler {tom VBG Capital” contained in the Offer Document, the Partial
Offer is conducted as part of the Offeror’s investmenl diversilication cfforts and the Offeror is
familiar with the Group’s supply chain business for branded goods and consumer products in the
Greater China region, having been personally involved in, among others, consumer pharmacentical
and medicine businesses for over 20 years.

Further detuils are sct out in the “Letter from VBG Capital® contained in the Offer
Document,

4.3 Public Float of the Company

As disclosed in the Letter from the Board, the Company had a public [oat of approximately
66.45% ol the Shares in issuc as at the Latest Practicable Thate, Assuming (i) full acceptances of
the Partial Offer by the Qualifying Sharecholders; and (ii) that there are no changes to the issued
share capital of the Company between the Latest Practicable Date and up to the Final Closing Date,
the Company will have a public float in excess of 25% of the Shares in issve lmmediately
following the close ol the Partial Ofler. Accordingly, the number of Shares in public hands will
continue to meet the 23% minimum public float requirement under Rule .08 of the Listing Rules,

Az disclosed in the Oller Document, the Offeror intends that the Company to remain listed

on the Stock Exchange. Please refer to “Leller lrom VBG Capital” contained in the Offer
Document.
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4.4 Compulsary Acquizition

The Offeror will not have the power of compulsory acquisition ol any OlTer Shares
outstanding and not acquired under the Partial Offer after the close of the Partial Offer. Further
details are sct out in the “Letter from VBG Capital” contained in the Offer Document.

4.5 Response of the Company on the Qfferor's intention in relafion (o the Parlial Offer

The Partial Ofler is wminviled and as al the Latest Practicable Date, the Offcror and the
Board have not had any discussion on the long-term sirategic and development plan on the Group.
Further, no concrete or detailed plan was provided by the Offeror in the Offer Document for the
business ol the Group and ils employees. As such, the Board is unable Lo lorm any view on the
Offeror’s intentions in respect of the Group and its employess.

4.6  Cur view

Considering that (1) the Partial Offer is uninvited and as ar the Latest Practicable Tate, the
Offeror and the Board have not had any discussion on the long-term strategic and development
plan on the Group, and (2) while the Olferor is personally involved in, among others, consumer
pharmaceurical and medicine businesses for over 20 years, the Offer Document lacks information
as to the development plan in relation to the business industry of the Group, we are of the view
that it is uncerlain whether the background and inlenlion ol the Ofleror are benelicial (o the
Company and in the interests of the Company and the Qualifying Sharsholders as a whole,



Future prospects and recent developments of the Group
5.1 Business performance

Az disclosed in the Letler rom the Board, the Group is principally engaged in the supply
chain husiness for branded poods and consumer produocts in the Greater China region,

As diselosed in the 2024 Annual Beport, the Group recorded continuous loss attributahle to
owners of the Company of approximately LICE76.9 million, HK$26.4 million, HE$40.8 million,
HEKS21.7 million and HK$32.0 million for each of the five years ended 31 March 2020, 2021,
2022, 2023 and 2024, respectively.

Despite the improvement in gross profit of the Group for the year ended 31 March 2024, it
15 worth noting that (&) the improvement in gross profit was generated by the provision of hrand
promotion services which the Group only staried in the same year; and (b) the revenue of the
Group recorded a decline of approximately 22.9%, It is unsure as to whether the business in lhe
provision of brand promotion scrvices can sustain the prospects of the Group with the overall
decline in the revenue of the Group as menlioned.

Further, as disclosed in the announcement of the Company dated 22 November 2024 in
relation lo the Prolil Warning, despile the growth in revenue during the period concerned, the gross
profit margin of the brand promotion businesses has reduced due (o the uwnlavourable markel
conditions and increased market competition. With the commencement of the Offer Period,
pursuanl e Bule 10 ol the Takeovers Code, the Profit Warning constitutes a profit forecast and
must be reported on by the Company's financial advisers and auditors in accordance with Rule
104 of the Takeovers Code, As disclosed in the T.etter from the Board, as the Independent
Forensic Accountant s still in the course of preparing its independent investigation report for the
independent investigation commitiee ol the Board as al the Lalesl Praclicable Date, the Company
was not ahle to appaint financial advisers and anditors for the preparation of the report on ihe
Profit Warning. As such, there is uncertainty on whether the Profit Warning can be relied on,

Evidenced by the continuous loss-making status of the Gronp, the Group has not been able
Lo recover or turnaround its financial performance. Accordingly, we are of the view that the future
prospects of the Group remain challenging and uncerlain,

5.2 Delay in publication af 2024 Tnterim Results

References are made to the announcements of the Company dated 29 November 2024, 12
December 2024, 7 Tanuary 2025 and 28 Tanuary 2025, in relation to, among other things, the delay
in the publication of the interim resulls of the Company for the six months ended 30 September
2024, the establishment of the independent investigation committee, the appointment of the
independent forensic accountant and the suspension of trading in the Shares. According to the said
announcements, the Board (save and except lor Ms, Qin, Mr. Zhao and Mr. Guo Wei) considered it
to be inaccurate and misleading to publish the 2024 Interim Resuolis al its present stalus, The recent
business performance of the Company is unclear until the publication of the 2024 Interim Results
and upon Lthe invesligalion ol the independent invesligalion committec. As at the Latest Practicahle
I3ate, the investipation is still ongoing.
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A3 Rights fssne

Referenees are made to the announcements of the Company dated 30 September 2024, 25
October 2024 and 21 November 2024, in relation to, among other things, the proposed issue by
way of rights shares on the basis of one (1) righls share [or every live (5) existing Shares held on
the record date at the at the subscription price of HE$0.10 per rights share. The righls issue is
expeclted W resull in a theoretical dilution effect (as defined under Rule 7,278 of the Listing Kules)
piven the discount in nature of the subscriplion price o the prevailing market price of the Shares.
Assuming no change in the number of Shares in issve, a maximum of 271,234,350 rights sharc
may be issued at the subscription price of HEK$0. 10 per rights share, which is below the Offer Price
of 1IKS0.11 per Share. It is also anlicipated that the rights issue may exert a downward pressure an
the market price of the Shares given the discount in nature. Accordingly, we are of the view that
Lthe Partial Ofler presenls an opportunity to exit at a fixed price above the subscription price of the
rights issue for Qualifving Shareholders.

5.4  Reguisitions

References are made to the announcements ol the Company dated 21 August 2024 and 30
August 2024, in relation to, among other things, the Invalid Purporled Requisition and the
announcement ol the Company dated 4 November 2024 and the circular of the Company dated 14
Movember 2024, in relation to, among other things, the Purported Requisition (together with the
Invalid Purported Requisition, the “Requisitions™).

The Invalid Purported Bequisilion dated 20 August 2024 requested the Board to convene an
extraordinary general meeting for considering, among others, the removal ol cerlain existing
Directors and appointment of Directors. The Tnvalid Purported Requisition was considered invalid
as disclosed in the announcement ol the Company dated 30 August 2024,

Subscquently, the Purported Requisition dated 25 October 2024 requested the Board Lo
convene an exlraordinary general mecting for considering, among others, the removal of certain
existing Directors and appointment of Directors. As a result, the exiraordinary general meeting was
capected (o be convencd and held on 24 December 2024 or any adjournment thereof, to consider
and, if thought fit, 1o approve the resolulions in the notice.

References are also made to the announcements of the Company dated 20 December 2024,
27 December 2024, 5 January 2025, 7 January 2025 and [0 Tanvary 2025 in relation to, among
other things, the postponement of the extraordinary general meeting and the application for
interlocutory injunction. The Board has resolved to postpone the exlraordinary peneral mecling
sine die (Le. withoul a future date affixed). One of the requisitionists has made an application for
interlocutory injunctions in relation to, among other things, the posiponement of the extraordinary
general mecting. Subsequently, the High Court of Hong Kong ordered that the hearing be
adjourned o 21 February 2023, Accordingly, such issue, which casts uncertainty on the future of
the Hoard, has not been resolved as at the Latest Praclicable Dale.



Whilst we are nol in Lhe posilion Lo provide any views as o how the Sharcholders should
vote in the extraordinary peneral meeting for consideration the resolutions in the notice ol the
Purported Requisition, the passing of the resolutions, especially in relation o the removal of
cerlain exisling Direclors, may allecl the operations of the business of the Group during the
transitional period and cast uncertainty as to the stability of the operations ol the Group.

Eegardless of the outcome of the voting at the extraordinary general meeting, we are of the
view that the management of the Company may be unstable wilh aclivism [rom the Sharcholders
casting douhts on the Board.

A3 Notice and reguest from Ching Innovation Investment Limited

Eelerences are made to the announcement of China Innovation Tnvestment Timited (Stock
code: 1217) ("China Innovation™) daled 4 November 2024 and the announcement of the Company
dared 4 November 2024 in relation to, among other things, the notice issved o the Company by
China Innovation where China Innovation stipulated that the proposed removal of certain Directors
who were nominaled w the Board pursuant to the nomination rights of China Innovation under the
Subscription Agreement (as defined in the announcement ol the Company daled 4 November 2024)
if approved hy the Shareholders at the extraordinary general meeting of the Company, would
seriously aflfecl the rights of China Innovation under the Subscription Agreement. Within the same
announcement, China lonovation also claimed such to have poteniially violate the Subseription
Agreement and it declares and reserves all its rights under the Subscription Agreement,

References are also made to the announcemenl ol China Innovation dated 11 December
2024 and the announcement of the Company 12 December 2024 in relation to, among other things,
requesting for an investigation into the legality of the purchase of the shares of the Company of
certain shareholders ol the Company.

Accordingly, with the looming uncertainty which may lead to further disputes or in turn,
disruptions lo the Company’s operalions, we arc of the view that the future of the Company may
he susceptible to conflicts and in turn, hinder the prospects of the Company.

3.6 Resignation of key personnel of the Company and suspension of duties af certain Dirvecrors

References are made to the announcements of the Company dated 20 November 2024, 290
Movember 2024 and 2 December 2024, in relation to, among other things, the resignation of
Mr. Chow Chi l'ai from the position of company secrelary and chiel linancial olficer of the
Company; the resignation of Mr, Chiu Sui Keung from the position of chief executive officer of
the Company; and the resignation of Mr. Zhang Shaoyan from the position of chief investment
officer of the Company.
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Reference is also made to the announcement of the Company dated 29 November 2024, in
relation e, among other things, the suspension of dutics and powers of executive Dhirectors of the
Company. The duties of Ms. Qtin Jiali and Mr. Zhao Zhenchong as the Dircclors has been
suspended until further notice pending the results of the investigation of the Independent
Investigation Committes, As referred to within the same announcement, the Board (save and
excepl for Ms, Qin Jiali, Mr. Zhao Zhenchong and Mr. Guo Wei) considers that the suspension
would not affect the daily operation of the Group in any material respects.

Eelerence 1s also made o the announcement of the Company dated 23 January 2025, in
relation to, among other things, the suspension ol duties and powers ol execulive Direclors ol the
Company. Mr. Chin Sui Keung, Mr, Zhang Shaoyan, Mr. Tam Williamson, Mr. Wong 1'sz Fong
and Mr. Moy Yee Wo, Malthew applied lo the Board to voluntarily suspend their dutics as
[irectors, As referred to within the same announcement, the Board considers that the suspension
would not affect the daily operation of the Group in any material respects.

We are of the view that the management ol the Company may be disrupled with the
resignation of multiple key personnel of the Company and suspension of duties arising [rom
vacuum in leadership and uncertainty in operational directions.

A7 The suspension of trading and the Resumplion Guidance

Eelerences are made o the anonouncements of the Company dated 29 November 2024, 12
December 2024, 7 January 2025 and 28 Janvary 2023, in relalion to, among olher things, the
suspension of trading in the Shares and the announcement of the Company dated 10 JTanuary 2025,
in relation lo, smong other things, the Resumption Guidance.

As a result of the delay in publication of the 2024 Tnterim Results, the trading of the Shares
has been suspended with effect from 2 December 2024,

O 15 Tanuary 20235, the Company received a letter from the Stock Lxchange setting out the
[ollowing resumption guidance for the resumption of trading in the Shares:

{a)  publish all outsranding financial results required under the Listing Rules and address
any audit modifications;

{(b)  conduct an independent forensic investigation into the issues aboul certain operaling
subsidiaries of the Company during the 2024 Tnterim Period, assess the impact on the
Company’s business operation and [nuncial position, announce the findings and take
appropriate remedial actions;

(¢} demonstrale that there 15 no reasonable regulalory concern about the integrity,
competence andfor character of the Group’s managemeni and/or any person with
substantial influence over the Company's management and operations, which may

pose a risk o investors and damage markel conlidence;



(dy  conduct an independent internal control review and demonstrate that the Company
has in place adequate internal controls and procedures to comply with the Tisting
Rules;

(e)  demonstrate the Company's compliance with Rule 13,24 of the Listing Rules; and

(1 inform the market ol all malerial inlormation [or the Company’s sharcholders and
other investors to appraise the Company’s position,

The Stock Exchange requires the Company o meel all Resumplion Guidance, remedy the
issues causing its trading suspension and fully comply with the Listing Hules to the Stock
Exchange's satisfaction before trading in its scourities is allowed to resume. Under Rule 6.01A(L)
ol the Listing Rules, the Slock BExchange may cancel the lisling ol any securities thal have been
suspended from trading for a continuous period of 18 months. In the case of the Company, the
| &-month period expires on | June 2026, Tf the Company fails to remedy the issues causing its
trading suspension, fulfill the resumplion guidance and fully comply with the Listing Rules to the
Stock Exchange's satisfaction and resume trading in its shares by 1 June 2026, the Listing Division
of the Stock Exchange will recommend the T.isting Committee of the Stock Exchange to proceed
with the cancellation of the Company’s listing. Under Rules 6.01 and 6,10 of the Listing Rules, the
Stock Lixchange also has ihe right 1o impose a shorier specilic remedial period or Lo cancel the
listing of the Company immediately, where appropriate,

We remind the Qualilyving Shareholders that il the lisling staius of Lthe Company is
eventually cancelled by the Stock Exchange, they will he holding the Shares of an unlisted public/
private company, where trading of the Shares will no longer be easily accessible and no

inlormation trunsparency as compared o the platform olfered by the Stock Exchange.

Accordingly, we are of the view that the Partial Offer presents an opportunity for Qualifying
Sharcholders to exit al g price which is al premium Lo the closing price of the Shares prior to the
suspension of trading of the Shares since 2 December 2024, with the suspension of the trading in
the Shares in place until the Company meets all Resumption Guidance and remedies the issues
causing its lrading suspension and lully complies with the Lisling Rules Lo the Stock Exchange's
satisfaction.
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Evaluation on the Offer Price

6.4

The Ofjer Price

The Offer Price of HE$0.11 per Offer Share represents:

(i)

(i1)

{111}

(iv)

(v}

{vi)

a premium of approximately 0.9% over the closing price of HKE$0.109 per Share as
quoted on the Stock Exchange on 29 November 2024, heing the last trading day prior
o the suspension in lrading ol the Shares since 2 December 2024 and up (o the Latest
Practicable Date;

a discounl of approximalely 7.6% Lo the closing price of HEKS0.119 per Shure as
quoted on the Stock Exchange on 1 November 2024, being the last trading day as
defined in the Offer Document (the “Last Trading Day™);

a discount of approximately 11.3% Lo the average closing price of approximalely
HEE0.124 per Share hased on the daily closing prices as quoted on the Srtock
Exchange for the five (53) consccutive trading days up to and including the Last
Trading Day,;

a discount of approximately 9.1% to the average closing price of approximately
HE$0.121 per Share based on the daily closing prices as guoled on the Stock
Exchange for the ten (10) consecutive trading days up to and including the Last
Trading Day;

a discount of approximately 22.0% to the average closing price of approximately
HES0.141 per Share as quoted on the Stock Exchange for the thirty (30) consecutive
trading days up to and including the Last Trading Day; and

a preminm of approximately 20.2% to the consolidated net asset value attributable to
owners ol the Company of approximately HK$0.0915 per Share, caleulated based on
the audited consolidated net asset valve attributable to owners of approximately
HE$124.1 million as at 31 March 2024 and 1,356,171,754 Shares in issue as at the
Latest Practicable Date.
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6.2 Historical performance of the Shares

We have reviewed the movements in the closing price of the Shares for the Review Period.
We consider that the length of the Review Period to be reasonably long enough Lo illusirale the
relationship between the historical trend of the closing price of the Shares and the Offer Price and
1% also a common approach when assessing historical performance of Shares in a general offer. Set
ont below is the chart showing the daily closing price ol the Shares as quoled on the Stock
Exchange during the period commencing from 3 October 2023, being the twelve-month period
priwr o the Olferor notified the Board in writing that she intends to make the Tartial Offer, and up
to the Latest Practicable Dale, where lhe lrading ol the Shares has been suspended (i) from 2
October 2024 to 24 October 2024 pending the release of the Rule 3.7 Announcement; and (i) since
2 December 2024 (the “Review Period™):

Dhaily closing price of the Shares
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Sowrce:! the websire af the Stock Exchange (wyinw ikex.cone k)

Nate:  Trading of the Shares haz heen suzpended fram 2 Ocrober 2024 0 24 Cetober 2024 pending the release of (he Rule
3.7 Announcement. Itading of the Shares has also been suspended from 2 December 2024,
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We noted from the above charts that, during the Review Perind, the Shares closed on the
Stock lixchange within the range ol the lowest ol HK$0.073 per Share on 17 September 2024 to
the highest of HEK$0.47 per Share on 18 December 2023, The Offer Price is lower than the average
closing price of approximately HE$0.235 per Share during the Review Period, which represents a
discounl of approximalely 53.3% over lhe average closing price per Share during the Review
Period,

We observed that the closing price of the Shares fluctuated between HES0. 15 o HESR0,2
from the start of the Review Period until around lale November 2023, Subscyuent to the
publication of the interim announcement on 29 November 2023, the closing price of the Shares
then expericnced a surge and rcached the highest of HEKS0.47 per Share on 18 December 2023,

After the announcement in relation to the rights issue on 28 December 2023 and the
announcemenl in relation o the completion of the rights issue on 9 Fehronary 2024, the closing
price of the Shares subsequenily exhibiled a downward trend and susiained for a long period of
time until early May 2024, reaching a low point of IIK$0.184 per Share on 7 May 2024,

Aller the announcement ol the annual results for the year ended 31 March 2024 on 28 June
2024, the closing price of the Shares then slightly recovered and reached HK$0.35 per Share on 3
Tuly 2024, Since then, the closing price of the Shares continued to experience a downward pressure
until mid-Seplember 2024 while reaching the lowest of HEK$0.073 per Share on 17 Septemhber 2024
after the announcement of the placing ol new shares under general mandale on 15 Seplember 2024,
The closing price of Shares recovered to HE$0.09 per Share on 19 September 2024, being the next
trading day aller 17 Seplember 2024, and stabilized around HE$0.103 to HKS0. 111 per Share up
to the trading halt pending the release of the Rule 3.7 Announcement, which might have been
driven by the surge in trading volume in the same period.

During the period {rom 25 Oclober 2024 {lrom the resumption of rading after the release of
the Rule 3.7 Announcement) up to and including the Latest Practicable Date (the “Posi-
Announcement Period™), the Offer Price of HER0.11 per Share represents (i) a preminm of
approximately 3.8% over the lowest closing price of HK$0.104 per Share; and (ii) a discount of
approximately 20.0% to the highest closing price of HE$0.135 per Share during the Posi-
Announcement Period. We belicve that the aforesaid recovery in closing prices of the Share prior
to the suspension of trading in the Shares was likely linked to the market reaction to the Offer
Announcement, which might be a temporary and unsustainable market reaction 1o the Partial OfTer.

Subsequently, the trading of the Shures has been suspended from 2 December 2024, Prior to

the suspension, the closing price of the Shares closed al HKSU. 109 per Share on 29 November
2024,



6.3 Historical trading volume af the Shares

Set out below is the table showing the daily trading volumes of the Shares on the Stock

Exchanpge during the Review Period:

Month/Teriod

et 2023 (from 3 October 2023)
Moy 2023
Dec 2023
Tan 2024
Feb 2024
Mar 2024
Apr 2024
May 2024
Jun 2024
Tul 2024
Aug 2024
Sep 2024
Ot 2024 12
Nov 2024
Dec 2024 ™
Jan 2025 =
Feb 2025 {up Lo the
Latest Practicable Date)

Sowrce: the website of the Sieck Exelange (wawRekes com fik)

Mores:

No, of
trading days

20
2
9
22
19
0
20
21
19
22
22
15

5
21

Average
daily

number of

trading
volume

847,630
2,135,036
5,680,163
4,711,399
3,191,788
[ 444 260
L648.870

BG8,152
1,273,684
2014657

333,836
614,421
5,826,600

912,443

% of lolal
issned
shares @

0.0983%
0.1992%
0.5241%
0.5037%
0.4594%
0. 1278%
0.1459%
0.0857%
0.64346%
0.1783%
0.0474%
.4 140%
0.4296%
0.0673%

% ol
public
flpat ¥

0.1231%
0.2370%
.6866%
1.0536%
0.6286%
0.1759%
0.2009%
0.1180%
{LRRG1%
0.2454%
0065345
0.6T56%
0.7012%
10145

{1} Trading of the Sharcs has heen suspended from 2 to 24 Cctober 2024 pending the releuse of the Rule 3.7

Announcement.

() Calenlared based on average daily trading volume over the month/peried divided by the total number of
shares at cach month/period end weeording w the monthly returns liled by the Company.

(3 Calculated based on average daily trading volume over the month/period divided by the total number of
public shares at each month/period end according Lo the announcements ol the Compoany disclosing
relevant information regacding the public fleat of the Company,

(4] Trading of the Shares has been suspended [rom 2 December 2024,
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Trading volume of the Shares doring the Review Period

The number ol issued shares of the Company was 903,208,712 Shares al the start of the
Review Period. On 1 November 2023, 180,640,000 Shares were allotted and issued to not less than
six placees under general mandate pursuant to the terms and conditions of the placing agreement
dated 13 October 2023, On [5 Febroary 2024, 46,323,042 rights sharcs were issued and allotted
pursuanl Lo the rights issue as delailed in the prospectus ol the Company daled 22 Janoary 2024
and the announcement of the Company dated 9 February 2024, On 25 September 2024,
226,000,000 Shares were allotted and issued to China Tnnovation under general mandate pursuant
Lo Lthe Subscriplion Agreement daled 15 Scpltember 2024 enlered inlo between the Company and
China Innovation as the subscriber,

The average daily trading volume ol the Shares on the Stock Exchange amounted Lo
approximately 3.3 million Shares during the Review Period, representing a range from
approximately 0.5 million Shares in August 2024 to approximately 8.7 million Shares in JTanuary
2024, or approximately 0.0474% in August 2024 to approximately (0.80379% in January 2024 in
terms percentage (o the total number of total issued Shares as al the end of the respeclive monlh
and approximately 0.0653% in August 2024 o approximately 1.0530% in Tanuary 2024 in terms of
perecntage to the public float of the Company as at the cnd of the respective month.

There are only 43 our of 271 trading days during the Review Period which recorded trading
vilume of more than 0.5% of the issucd share capital of the Company and only 7 out of 271
rading days during the Review Period which recorded lrading volume ol more than 1% ol the
issued share capital of the Company. This indicates that the liquidity of the Shares had heen
generally thin during the Review TPeriod.

As discussed above in the paragraphs headed “3.7 'The suspension of trading and the
Resumption Cuidance™ in this letter, the Tartial Offer presents an opportunity for Qualifying
Sharcholders to exil at a price which is at premium to the closing price of the Shares prior to the
suspension of trading of the Shares since 2 December 2024, with the suspension of the trading in
the Shares in place until the Company meets all Resumption Guidance and remedies the issues
causing ils trading suspension und lully complies with the Listing Rules o the Stock Exchange’s
satisfaction.

Monctheless, given the thin historical daily trading volume of the Shares during the Review
Period, il is uncertain as o whether there is sullicient liguidity for the Qualifying Shareholders Lo
dispose of a significant number of Shares on the Stock Exchange without creating downward
pressure on the Sharc price on the market when the trading in the Shares resumes after the
Company meels all Resumplion Guidance and remedies the issues causing ils lrading suspension
and fully complies with the T.isting Rules to the Stock Exchange’s satisfaction,
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As such, we are of the view thal the prevailing markel price of the Sharcs may not
necessarily reflect the actual proceeds that the Qualifying Shareholders (especially those with more
stzeable holdings) may reccive if they elect to dispose of their Shares on the open market when the
trading in the Shares resumes aller the Company meels all Resumption Guidance and remedies the
issues causing its trading suspension and fully complies with the Lisling Fules (o the Stock
Exchange’s satisfaction. Therefore, we are of the view that the Partial Offer presents an
opportunily for Qualilying Sharcholders to exit at g price which is at premiom to the closing price
of the Shares prior to the suspension of trading of the Shares since 2 December 2024,

o4 Historical discounts (o nel asse! value per Share

The Offer Price represents a premivm ol approximalely 20.2% to the audited consolidated
nct asset value attributable to owners of the Company per Share ("NAV") of approximately
HE$0.0915 a5 at 31 March 2024, The chart below illustrates the historical closing prices of the
Shares as quoted on the Stock Lxchange during the Review Period, and up Lo the Latest Practicahle
Drate against the Offer Price and latest available NAV of the Company at the relevant time,

NAY per Share

Coiwing prica pr Shorm
1
I
(iBa Price
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Sowree! the wahsite aof the Stock FExelange [waww ekex, com )

Nate:  The MAV per Share was calculated hased on the net assets as sef ont in the respective interim o annual resulls of
the Company divided by the total number of Shares in issue based on latest published monthly retum or nexe day
vetim of the Company at the tlime,
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lor reference of the Qualifying Shareholders, as shown in the chart above, the Shares have
heen trading at a substantial premium to the NAY per Share for most of the time during the
Eeview Peniod. The Shares have been lrading al an average premium of approaimately 141.3% Lo
the MAY over the Beview Period, which is substantially higher than the premiom of approximately
20,2% that the Offer Price represents, As the Offer Price still represents a substantial premium to
the MAY, on this basis, we arc of the view that the Offer Price 15 fair and reasonable (rom the
perspective of the NAVY per share so [ar as the Qualilying Shareholders are concerned.

6.5  Peer Comparables

In order to further assess the fairness and reasonableness of the Offer Price, we have
considered the price-to-hook ratio (the “P/B Ratio™), the price-to-carnings ratio (the “P/E Ratio™),
price-lo-sales ratio (the *P/S Ratile™) and dividend yield which are commonly adopled trading
multiple analyses. Given that the Group was loss-making for the vears ended 31 March 2022, 2023
and 2024 and no dividend was distributed for the years ended 31 March 2022, 2023 and 2024, we
were unable to analyse with reference o P/E Ratio and dividend yield, As [luclualion in revenue
lor the Company andfor any of the Peer Comparables would distort the results of analysis on P/S
Ratio, and P/S Ratio does not reflect the cost structure differences between different companies.
CGriven the aforesaid Imitations, P/S Ratio analysis is not included in our analysis below.
Accordingly, we consider lhe P/B Ratio 1o be an appropriate indicator of the fair values of the
comparable companies.

Based on the Olfer Price of HK$0.11 per Offer Share and the total number of issued Shares
of 1,356,171,754 as at the Latest Practicable Date, the Company is valued at approximately
HEK$149.2 million. The /B Ratio of the Company implicd by the Offer Price is approximately 1.2
times (the “Implied P/B Ratio™) based on the audiled consolidaled net assel value allribulable o
owners of the Company of approximately HHK$124.1 million as at 31 March 2024,

For the purposc of comparison, we have identilied an exhaustive list ol 3 other listed
companies on the Stock Lxchange based on the criteria that more than 30% of the revenue for the
latest full financial year was generated from the provision of supply chain business in the Greater
China region, which is similar Lo that ol the Company (the “Peer Comparable(s)™). Based on lhe
above, having considered the exhaustive list of Peer Comparables having met the selection criteria,
we are of the view that the Peer Comparables are representative samples and it is fair and
reasomable for the Peer Comparables to represent companies similar o thal of the Company lor
COMPATISON PUIPOSE,

We have included our search of the Peer Comparables with companics listed on GEM and
regardless of the size ol the markel capitalisation as the number of the Peer Companies were
limited, Although the number of the Peer Comparables were limited and that we have broadened
our search as mentioned above, we arc of the view that the valuation of the peer listed compunics
is comparable 1o thal of the Company becavse the Peer Comparables also engage in the provision
of supply chain business in the Greater China region and we consider that the Peer Comparahles
represent the companies operating in the same business scgment and in the same geographical
localion (o thal of the Company. Based on the above, having considered the exhauvstive list of Peer
Comparables having met the selection criteria, we are of the view that the Peer Comparahles are
representative samples and it is fair and reasonable for the Peer Comparables to represcnt
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companies similar to that of the Company for comparison purpose and thus provide a meaninglul
reference of the wvaluation based on market trading prices of companies for the Qualifying

Sharcholders o lake reference of,

The tahle helow illustrates the marker capitalisation and net asset value of the Peer

Comparables as well as the caleulated P/BE Ratio:

Market capitalisation

Company name as ol the Tast Trading  Net asset value

(Stock code) Principal activilies Day {Note 1)

Sinopharm Tech Holdings  Trincipally engaged in HE$62.1 million Met liahility
Limited (8136) inlernel services, mainly {Nara 3)

ieolved in the provision
of supply chain services
including operation of
supply chain lechnology
platfarm, provision of
supply chain management,
dala analysis and Lrading
of goods

China Ocean Group Principally cngaged in the HES5205.4 million
Development Led (80470 provision of supply chain

managemant SETVICES

Lall Smart Commerce Principally engaged in the  HESL09LE million
Crroup Lad. (2098) provizion of (i) supply
chain management and
trading business and (ii)
sales of properties and
related services

The Company Principally engaged inthe  TIK5149.2 million
supply chain husiness for {Note 2|
branded poods and
consnmer products in the
Greater Ching region

HE$485.5 million

LIES 15,1334 wallion
{Mara 4)

HER124.1 million

PD rulin

NiA (Nare 3]

(0.4 limes

0.3 limes

1.2 times

Sonrce! the website of the Ntock Exchange (www likex.com. k) and the financial reparts af the respective Peer Comparaliles
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Mestes:

1. The /3 Ratios of the Peer Comparubles are caleulated based on the markel capitalisation of the respective Peer
Comparables as at the Lagt Trading Day divided by the net assets valve of the respective Peer Comparables as
extracted from their respeetive latest published interim or annual results as at the Last Trading Day,

2. The Linplied F/B Ralie is calvulated based en the theoretical macket capitalisation of the Company with relerence Lo
the C¥fter Price.

3 Mel assel value s nol applicable due (o the net Babilities pesition of Sinopharm Tech Heldiogs Limited (3156) as at
31 Dccemhber 2023,

4. For the purpose of this table, the tanslatien of BEMD inte HHKS 15 based on the exchange rate of RMDBOS15 w
HESRI az quoted by China Forcign Exchange Trade System & Mational Tnterlank Funding Center on the Last
Trading Dhay.

As illustrated in the table above, the Implied P/ Ratio of the Company calculated based on
the theoretical market capitalisation of the Company with reference to the Offer Price is
approximately 1.2 times, which is higher than that of China Ocean Groop Development Lid (8047)
ol approximalely 0.4 tmes and Zall Smart Commerce Group Lid. {2098) of approximalely 0.3
times, Accordingly, this indicates the implied valuarion of the Company based on the Offer Price
is higher than the valuations of the Peer Comparables based on their respective closing share prices
[rom the perspective ol P/B Ratio, On this basis, lor the Qualilying Sharcholders’ relerence, we
are of the view that the Offer Price is fair and reasonable from a price-to-book valuation
standpoint.

a0 Parfial offer precedents

We are of the view that past partial offer transuctions of companics listed on the Stock
Lxchange may not be a good relerence for assessing the [airness and reasonableness ol the Oller
Price caonsidering these companies are from different industries and looking to acquire different
percentages of the respective offerce companies, which therefore have different market
fundamentals and prospectls. Accordingly, we consider the analysis in the seclions above o be
more relevant for the Qualifying Shareholders,

0.7 Conclusion
In conclusion, we noted that:

(i) notwithstanding the Offer Price represents a discount of approximately 7.6% to the
closing price as quoted on the Stock Exchange on the Last Trading Tay, the Offer
Price represents a premium ol approximately 20.2% of the audited consolidated net
assets attributable to owners of the Company of approximately HIKF0.0915 per Share
as at 31 March 2024, as discussed in paragraphs headed “6.1 The Offer Price” in this
letter;
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(ii}  despite the average closing price of the Shares during the Review Period was
approximately HK$0.235 per Share, the closing price of the Shares has demonstrated
a downward trend since mid-December 2023 until mid-Seplember 2024, where the
closing price of the Shares as low as HE$0.073 per Share on 17 September 2024,
which is below the Offer Price, as discussed in paragraphs headed 6.2 Historical
performance ol the Shares” in this leller; and

(111} the P/B Ratio of the Company implied by the Offer Price of approximately 1.2 times
1% higher than the P/B Ratios of the Peer Comparables, as discussed in the paragraphs
headed “6.5 Peer Comparables™ in this leller.

On balance, we are ol the view that the Offer Price 1s fair and reasonable so far as the
Oualifying Shareholders are concerned,

7. Public [loal and maintaining the listing status of the Company

The Stock Exchange has stated that if, upon close of the Partial Offer, less than the minimum
prescribed percentage applicable to the Company, hbeing 25% of the issued Shares, are held by the public,
or il the Stock Uxchange believes (hal

(1) a false market exists or may exist in the trading of the Shares; or
(ii)  that there are insufficient Shares in public hands to mainlain an orderly market,
il will consider exercising its diseretion to suspend dealings in the Shares.

According to the T.etter fraom the Board, the Company had a public floar of approximately 66.45%
of the Shares in issue as at the Latest Practicable Date. Assuming (i) full acceptances of the Partial Offer
by the Qualilying Shareholders; and (ii) that there are no changes o the issued share capital of the
Company between the Latest Practicable Date and up to the Final Closing Date, the Company will have a
public floal in excess of 25% of the Shares in issuc immediately following the close of the Partial Offer,
Accordingly, the number of Shares in public hands will conlinue o meel the 23% minimuem public Toat
requirement under Rule 8.08 of the Listing Rules,
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RECOMMENDATION

Based on the loregoing, having considered the alorementioned principal factors and reasons for the
Partial Offer, we noted that

(i}

(i1)

{iii)

(1v)

(v)

(vi)

the Group recorded conlinuous loss altribulable o owners ol the Company for each of the
live years ended 31 March 2020, 2021, 2022, 2023 and 2024, which demonstrares that the
Group has been operating in a challenging environment and has not heen able to recover or
turnaround its financial performance, as discussed in the paragraphs headed “3.1 Business
perlormance™ in this letier;

the recent business performance of the Company 15 yel o be made available lor assessment
pending the publication of the 2024 Interim Results for the six months ended 30 Seprember
2024, as discussed in the paragraphs headed “5.2 Tkelay in publication of 2024 Interim
Results”™ in this letter;

the proposed issue by way of rights of the riphts shares on the basis of one (1) rights share
for every five (5) existing Shares at the at the subseription price of HE$0.10 per rights share
which iz lower than the Oller Price of HE$0.11 per Share, which is expected exerl a
downward pressure on the market price of the Shares piven the discount in nature, as
discussed in the paragraphs headed “5.3 Rights Tssue” in this letter;

the Requisilions and nolice from China lonovation casts doubts on the continued
management and looms uncertainty as to the future of the Company, as discussed in the
paragraphs headed “5.4 Requisitions”, *5.5 Notice and request ftom China Innovaltion™ and
“5.6 Resignalion ol key personnel ol the Company and suspension of duties of certain
Directors™ in this letrer;

the Partial Offer presents an opporlunily for Qualilying Shareholders to exit at a price which
is at premium to the closing price of the Shares prior to the suspension of trading of the
Shares since 2 December 2024, with the suspension of the truding in the Shares in place
uniil the Company meels all Resumplion Guidance and remedies the issues cavsing its
trading suspension and fully complies with the T.isting Rules to the Stock FExchange's
satisfaction, as discussed in the paragraphs headed “5.7 The suspension of trading and the
Resumption Guidance™ in this letter;

notwithstanding the Offer Price represents a discount of approximately 7.6% tw the closing
price as gquoted on the Stock Exchange on the Lust Trading Day, the Oller Price represents a
premivm of approximately 20.2% of the audited consolidated net assets arrributable to
owners of the Company per Share of approximately HES0.0915 as at 31 March 2024, as
discussed in paragraphs headed “6.1 The Ofler Price”™ in this leller,
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(vii) despite the average elosing price of the Shares during the Review Period was approximately
1KS0.235 per Share, the closing price of the Shares has demonstraled a downward trend
since mid-December 2023 until mid-September 2024, where the closing price of the Shares
as low as HEK30.073 per Share on 17 September 2024, which is helow the Offer Price, as
discussed in paragraphs headed ©6.2 Histlorieul performance of the Shares™ in this letter;

(viii) the P/B ERatio of the Company implicd by the Offer Price of approximately 1.2 times is
higher than the P/} Ratios of the Peer Comparables, as discussed in the paragraphs headed
“6.5 Peer Comparahles™ in this letter; and

{ix) rthere are anly 43 out of 271 trading days during the Review Period which recorded trading
volume of more than 0.5% of the issued share capital of the Company and only 7 out of 271
trading days during the Review Period which recorded trading volume of more than 15 of
the issued share capital of the Company, which indicates that the liquidity of the Shaves had
been generally thin during the Review Period, and implies uncertainty as to whether there
would be sullicient liguidity in the Shares lor the Qualilying Sharcholders o disposc of 4
large volume of the Shares in the open market without depressing the Share price when the
trading in the Shares resumes after the Company meets all Resumption Guidance and
remedies the 1ssues causing ils rading suspension and fully complics with the Listing Ruoles
to the Stock Exchange's satisfaction, as discussed in the paragraphs headed “6.3 Hislorical
trading volume of the Shares”™ in this letter.

(On halance, we are of the view that the Partial Offer are fair and reasonable so far as the
Qualilying Sharcholders are concerned. On this basis, we recommend the Independent Board Committee
to recommend, and we ourselves recommend, the Qualilying Shareholders (o accepl the Parlial Offer.

Motwithstanding our recommendations, the Qualilying Sharcholders are sirongly advised that the
decision to accept the Partial Offer or to dispose their investments in the Shares is subject to individual
circumstances and investment objectives. As different Qualifying Shareholders would have different
invesimenl criteria, objeclives, risk prelerences and lolerance levels andfor circumstances, we would
recommend any Qualifying Shareholder who may require advice in relation to any aspect of the Ofler
Document, or as to the action to be taken, to consult a licensed securities dealer, bank manager, solicitor,
professional accounlant, tax adviser or other professional adviser belure making the decision to, whether
ar not, accept the Partial Offer,

28



The Qualifying Sharcholders also should note that acceptance of the Partial Offer may result in
their holding odd lots ol Shares. Furthermore, the Qualifying Shareholders are also reminded to read
carefully the procedures for accepting the Parlial Offer as detailed in the Offer Document, the appendices
to the Offer Document and the Form of Acceptance, if they wish to accept the Partial Offer,

Yours laithfully, Yours faithlully,
For and on behalf of For and on behalf of
Alpha Financial Group Limited Alpha Financial Group Limited
,f'..'.\_) :
i Ming, Andrew Irene Ho
Managing Director Vice President

Mr. Cheng Chi Ming, Andrew is the Managing Director of Alpha Financial Group Limired and is
licensed nnder the SFO as a Responsible Officer to conduct Type 1 (dealing in securities) and Type 6
{advising on corporate finance) regulated activities. Mr. Cheng has over 21 years of experience in the
corparate finance industry in Hong Kong.

Ms. frene Ho iy the Viee President of Alpha Financial Growp Limited and is licensed under the
SF( as a Responsible Qfficer to conduct Type 6 {advising on corporate finance) regulated activities.
Ms. Ho hax over 10 years af experience in the corporaie finance industry in Hong Kong,



