
ALTUS CAPITAL LIMITED
21 Wing WO Street Central, Hong Kong

To Ihe 111dependeni Boa, 'd Coini?Titlee and Ihe Independent Shareholders

C&N Holdings Limited
21st Floor, CMA Building
64 Connaught Road Central
Hong Kong

Dear Sir/Madam,

Tel : (852) 25226122
Fax : (852) 25226992
E-mail Address

mail@altos. coin. ER

PROPOSED RIGHTS ISSUE ON THE BASIS OF

THREE RIGHTS SHARES FOR EVERY ONE EXISTING SHARE

HELD ON THE RECORD DATE

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in respect of the terms of the
Rights Issue, details of which are set out in the "Letter from the Board" contained in the
circular of the Company dated 9 December 2022 (the "Circular"). Terms used in this lettei
shall have the same meanings as those defined in the Circular unless the context requires
otherwise

The Board proposes, subject to, amongst others, the Share Consolidation and the Change
in Board Lot Size becoming effective, to implement the Rights issue on the basis of three (3)
Rights Shares for every one (1) Consolidated Share held on the Record Date at the
Subscription Price of HK$0.26 per Rights Share, to raise gross proceeds of approximately
HK$325 million before expenses (assuming no other change in the number of Shares in issue
save for the Share Consolidation on or before the Record Date), by way of the Rights issue of
125,126,400 Rights Shares to the Qualifying Shareholders. There will be no excess application
arrangements in relation to the Rights Issue

9 December 2022
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011 21 October 2022 (after trading houi's ). the Coinpai^, and the Placing Agent entered
11/10 the Placing Agreement. PUTSuani to which the Placing Agent 11as conditionally agl'eed to
procure Placee(s), on a best effort basis. to subscribe for' the Unsubscribed Rights Shales and
the ES Unsold Rights Shares.

GEM LISTING RULES IMPLICATIONS

Since 111e Riohis Issue will increase the issued share capital of the Company by more than
50%. ill accordance with Rule 10.29(I ) of the GEM Listino Rules. the Riohts issue nTust be

made conditional on. amongst o1hei' things, the appi'oval by the Independent Shareholders at
whicli any controlling shareholdei's and 111eir respective associates or, where there are 110
controlling shareholders, the Directors (excluding tile independent lion-executive Directors)
and the chief executive of the Company, and their respective associates shall abstain from
voting in favour of the Rights Issue.

As such, Mr. Chua Kang Lim and Ms. Chua Sui Feng and their respective associates shall
abstain from voting in favour of the I'esolution to approve the Rights Issue and the transactions
contemplated thereunder at the EGM. As at the Latest Practicable Date. Mr. Chua Kana Lim
and Ms. Chua Sui Feno, who are executive Directors of the Company, taken 100ether, in
aggregate, hold 71,005,000 Existing Shares, representing approximately 8.51% of the existing
issued share capital of the Company.

THE INDEPENDENT BOARD COMMITTEE

The Independent B oard Committee comprising all the independent non-executive
Directors, namely Mr. Cheung Wai Kin, Ms. LO Suei Lai. and Ms. Wong Shuk Yee Camilla.
has been established to consider 111e Rights Issue and 10 Dive advice and recommendation to the
Independent Shareholders as to (i) whether the terms of the Rights Issue are fair and
reasonable: (Ii) whether the Rights Issue is in the interests of the Company and the
Shareholdei's as a whole; and (111) how to vote o11 the resolution to be proposed at the EGM ill
relation 10 the Rights Issue and the transactions contemplated thereunder, after taking into
account the recommendation of the independent Financial Adviser

THE INDEPENDENT FINANCIAL ADVISER

As the Independent Financial Adviser 10 the Independent Board Committee and the
Independent Shaleholders. our role is to Dive an independent opinion 10 the Independent Board
Committee and the Independent Shareholders as to co whether the terms of the Riohis Issue are
fair and reasonable; (ii) whether the RIDhts issue is in the interests of the Company and the
Shareholders as a whole; and (11i) now to vote on the resolution to be proposed at the ECM in
relation to the Rights Issue and the transactions contemplated thereunder

We nave not acted as an independent financial adviser or financial adviser for other
ITaiTsartions of the Group in the last two yeai's prior 10 the date of the Circular. PUTSuant to
Rule 17.96 of the GEM Listing Rules, and uiven that remuneration for OUT Gnuaoemeiit to
opine on the Rights Issue is at niarket level and 1101 conditional upon successful passino of the
relevant resolution at 111e ECM, and Inat our eilgaoemeni is o11 normal commercial terms, we
are independent of the Coinpany
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BASIS OF OUR ADVICE

in formulating our opinion, we 11ave reviewed. amongst oiliers, co the annual reports of
the Company for' the year ended 31 Decelliber 2021 (the "2021 Annual Report" ); (Ii) the
inter inI report of the Company foi' the six nionihs ended 30 June 2022 (the "2022 Interinl
Report"); (Iii) the Announcement; and (iv) other information contained o1' referred 10 ill the
Circular

We have also relied on the statements. information, opinions alld I'epreseiitations
contained or referred to in the Circular and/or provided to us by the Company, the Directors
and the Inariagement of the Group (the "A, Ianagenlent"). We nave assumed that all the
statements, infoi'Ination. opinions and representations foi' Inatters relating to the Group
contained or referred 10 in the Circular and/o1' provided to us by the Company, the Directors
and the MallaoemeilI wei'e reasonably made after due and cal'eful enquiry and \\, ere 11'ue,
accurate and complete at the time they were nlade and continued to be so as at the dale of 111e
ECM. The Independent Shareholders will be inforiiied as soon as practicable when we are
awai'e of any Inaierial change in all statements, information, opinions and representations
contained or referred to ill the Circular and/or provided to us by the Company. the Directors
and the Management.

We have 110 reason to believe that any statements. information, opinions or
representations relied on by us in for1111ng our opinion is untrue, Inaccuraie or misleading at
the lime they were nTade or will be unti'ue, Inaccui'ate or misleading at the date of the EGM,
nor are we aware of any ITiaterial facts the omission of which would render the statements.
information, opinions or representations provided to us to be untrue. in accurate or 11Tisleading.
We have assumed that all the statements, information. opinions and representations for niaiters
relating to the Company contained or referred to in the Circular and/or provided to us by the
Company and the Management nave been reasonably made after due and cal'eful enquiry. We
consider that we nave been provided \\, ith and nave Ieviewed sufficient information to reach an
informed \, iew and 10 provide a I'easonable basis for our opinion. We have relied o11 such
statements, information, opinions and representations alld have not conducted any independent
investigation into the business, financial conditions and affairs or futui'e prospects of the
Group

PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background information of 111e Group

The Gi'oup is principal Iy engaged in offering various transport and storage services to the
logistics industry in Singapoi'e and Hong Kong, primarily trucking and ITUbbing services

1.1 Fi, ,di, cial information of the G, .o11p

Set out below is a summary of financial illfoTmation of the Group extracted from the
2021 Annual Report and 20221nieriiii Report
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Extract of consolidated statement of profit or loss

Revenue

- TJ'!icki, Ig ., ei'\, ices
- Hi!bbiiig sei. \, ices
Gross profit
Gi'OSS PIOfii 111di'gill
Administrative expenses
Loss for the year/period

For the year ended
31 December

2020

S$'000

(audited)

Extract of consolidated statement of financial position

26,264
21,673

4,591
1,499

5.7%

(3,978)

(811)

2021

S$ '000

(audited)

For the six months ended

30 June
2021

S$ '000

(unaudited)

Current assets

- CdS/I filld ballk baldi!ces

Current liabilities

- ridde pro. dbles
- 01/1ei' prowb/e. , (!lid ticci'fro/s
- Loinis (!lid boil'o11,111gs
Non-current liabilities

- Loini\ uiid boi'1'011-^'Jigs
Net current assets

Net assets

26,219

21,497

4,722
1,341

5. I%

(5,970)

(3,605)

2022

S$'000

(uriaudited)

13,328

I0,921

2,407

764

57%

(3,772)

(2,536)

13,439

11,260

2,179
325

2.4 %

(3,874)

(3,367)

yedi' eijde(/ 31 Decejjjbei' 2020 colljp(lied 11,111j Itdj. allded 31 Decejjjbej' 2021

As at 31 December

2020 2021

SS'000S$ '000

(audited) (audited)

The Group's revenue for' the year ended 31 December 2020 ("FY2020" ) and
2021 ("FY2021") remained relatively stable at approximately S$262 1/1/1110n
However. the Group's gross profit decreased fronT approximately SS1.511/1/1101T for
FY2020 to approximately S$13 million foi' FY2021. which translated into gross
profit margins of appyoximately 5.7% and 5.1% respectively. Such decrease was
mainly allributable to decreases ill gross profit margins for boili trucking sei'vices
and hubbing services. WillI regard to trucking services. there was a decrease in trade
volume and as more than a third of the costs for trucking services are allribuiable to
fixed costs such as wages and depreciation, the gross profit niargiii of this sector
decreased accordi1101y. As to hubbing sei'vices, due to disruptions and port closures

11.644

As at

30 June
2022

S$ '000

(uriaudited)

1,244

1,228

1,445

I0,065

4,304
12,797

19,827

I. 033

I. 068

1,476

7,869

921

11,530
20,909

I. 773
823

1,819

9,719

19,046

-4-



during the global and local trade economy. subcontraciors 11ad to be engaged 10 store
containers for extended days as a result of vessel delays. lience operating costs
increased

Administrative expenses increased froiiT approximately SS4.0 million for
FY202010 approximately S$60 11/11/1011 for' FY2021 Inainly due 10 the recoonitioii
of share-based payment in relation 10 share options granted during FY2021. As a
result of 111e decrease in gross profit and increase in adniiiiistrative expenses. the
Group's loss for' tile year increased froiiT appi'oximately S$08 million ill FY202010
approximately S$36 In illion in FY2021

31 DeceiiibeJ' 2020 collipm'e(/ 1,111i 31 Dece!libel' 2021

The Groups cash and bank balances decreased from approxiinaiely S$1 1.6
million as at 31 December 2020 to approximately S$101 million as at 31 December
2021 mainly due to the net effect of (i) receipt of proceeds from placing of shares of
the Company ill June 2021; and (11) repayment of loans and borrowings. As a result.
the Group's net current assets decreased accordingly froni approximately S$12.8
111illion as at 31 December 2020 to approximately S$1 1.5 million as at 31 December
2021. Net assets of the Group increased fi'o1n approximately S$198 million as at 31
December 2020 to S$209 million 31 December 2021 due to equity raised fi'Qin 111e
aforesaid placing of shares, offset by the losses incurred durino FY2021

SI. \ 1110/11hs eiided 30 11/11e 2021 collip(fled 11,111i SI',\ 1110/11hs eiided 30 11/11e 2022

Notwithstanding that the Group's revenue I'emained relatively stable at
approximately SS13.4 million for the six nionths ended 30 June 202 I
("FY20211H") and 2022 ("FY20221H"), the Group's gross profit margin
decreased from approximately 5.7% 10 2.4%. Such 510nificani decrease was mainly
allributable to the increase in cost of diesel since February 2022

The loss for FY20221H amounted 10 approximately S$3.4 million, representing
all increase of approximately 32.7% as compared to a loss of S$25 million for
FY20211H. Besides tile abovementioned increase ill cost of diesel. there was all

absence of I'ecognitiolI of government grants during FY20221H (FY20211H
approximately S$05 nilllion of government grant was recorded)

30 11/11e 2022 collipm. ,(/ willI 31 Deceiiibei. 2021

TITe Group's cash and bank balances deci'eased froiil approximately S$101
million as at 31 December 2021 10 S$79 million as at 30 June 2022. Such

deterioi'ajion was Inainly allributable to net cash used in operating activities
amounting 10 approximately S$30 million. which was primarily due to the recorded
loss for the period during FY20221 H. Net current assets and net assets of the Group
had also decreased trolli approximately S$1 1.5 nilllioii and $209 11Tillioii as at 31
December' 2021 10 approximately SS9.7 niillion and S$190 million as at 30 June
2022 respectively in line willI the losses
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1.2 0,11100k of the Gro, JP

TITe PIOlonged CoVID-19 pandemic continues to cause uncertainties to the general
economy as well as the industry whiclT the CIOup opei'ales In. The I'e are mounting price
pressures due to supply chain disruptions and shortage of shipping containei's alongside
rising energy costs. primal'ily due to tensions between Russia and Ukraine. Supply chain
bottlenecks as well as 1'1sing energy prices have aggravated global inflationary pressures.

The Group's operations nave been adversely affected 10 a large extent and the Group
expects future adverse economic conditions would continue to negatively affect the
Group's financial position and perforntance. Amidst the uncertain alohal trade
environment, the Group ITas been cautious with its expansion plans, while being mindful
of the importance of niaintainino liquidity for the Group's on o01no operations. Hence,
prudent nianagemeni of caslT flow is critical

2. Reasons for' the Rights Issue

2.1 Fw"di, Ig needs

According to the paragraph headed "Reasons for the Rights Issue and use of
proceeds" in the "Letter from the Board" of the Circular aiTd the paraoraph headed "1.1
Financial informalioil of tile Group" above, the Group's casli and bank balances had
reduced fronT approximately S$101 ntillion as at 31 December 2021 to S$79 million as
at 30 June 2022. and further reduced 10 approximately S$41 nilllion as at the Last
Trading Day, being the date of the Company's announcement. Such deterioration ill the
casli level of the Company was due to cash flow used in business operatino activities as
well as investing activities. Furthermore, the Group's current liabilities (comprising trade
payables, other payables and accruals and loans and borrowings) had also increased from
approximately S$35 million as at 31 December 2021 to S$44 million as at 30 June 2022.

Taking into account (1) the recorded losses during FY2020. FY2021 and FY20221H;
(11) the incl'ease in current liabilities; (ill) the continued depletion of casli and bank
balances; and (Iv) 111e 11nceriainties brought about by the prolonged CoVID-I9 pandemic
as well as geopolitical tensions as mentioned in the paragraph headed " 1.2 Outlook of the
Group" above, the Mallaoement considers. and we concur, that conductino the Riohts
Issue under the current cii'cumstances is Important as it would improve the Group's
financial position and provide additional financial resources

2.2 Swimble Innd ratsi, ,g liretl, od

We understand that the Management 11as considered other tiliancino alternatives
including (i) debt financing: and (ii) other equity fund raising such as placement of new
Shares and open offer
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in respect of debt financing, Ihe Group has been encountering difficulties in securing
loans at conimei'cially reasonable Intel'est rates. We understand that as at the 1,111est
Practicable Date. the interest rates of loan financing froilT independent third pailles that
the Gi'oup has been offered ale genei'ally over 20% per allnum. whicli are prohibitively
high

In respect of equity financing, coinpai'ed 10 the Rights Issue, (i) placement of new
Shares would lead to immediate dilution in the shareholdino interest of existing
Shareholders without offering them the opportunity 10 participate 111 the enlarued capital
base of the Company: and (11) open offer, allhougli similar to a rights issue which offers
qualifying shareholders participation, does 1101 allow the trading of rights entitleiiTents in
the open market

Having considei'ed (1) the feasibility of the various fund raising methods: (11) the
potential financing costs: and (11i) the opportunity for the existing Shareholders to
maintain shareholding in the Company and additional flexibility afforded by the RIDhts
issue to the existing Shareholdei's. the Management is of the view, and we concur, that the
Rights Issue is the in OSI suitable fund raising method to the Group Linder the current
circuiiislances

3. Principal terms of the Rights Issue

3.1 Slimmary of tile key fur, ,, s

Basis of the RIDhts Issue

Subscription Price

Number of Consolidated

Shares ill issue upon the
Share Consolidation

becoming effective

Number of Riohts Shares

to be issued PUTSuant to
the Rights Issue

Three (3) Rights Shares for' every one (1)
Consolidated Shale lield at the close of business

on the Record Date

HK$0.26 per Rights Share

Amount 10 be raised

41,708,800 Consolidated Shares (assumin0 110

further issue or repurchase of Shares up to the
effective date of the Share Consolidation)

Up 10 125,126,400 Rights Shares with an
aggregate ITominal value of HKS25,025,280,
assuming 110 further Issue or repurchase of the
Shares or Consolidated Shares o11 o1' before the

Record Dale

Up to approximately HK$325 millioiT before
further Issue orexpenses. assuniing 110

repurchase of Shares or Consolidated Shares on
or before the Record Date
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For fullher infol'malloii of the Riohts Issue, please refer 10 the pal'agrapli lieaded
"Proposed Rights Issue" ill the "Letter trolli the Board" of the Circular

3.2 Tile S"bscriptio, , Price

As stated in the pal'agraph headed "Subscription Price" in the "Letter froni the
Board" of the Circular, the Subscription Price was determined by the Company with
reference to. among others, the recent mai'ket price of the Shares. the prevailino market
conditions, recent rights issue in the niarket, tile alliount of ftinds and capital needs and
the reasons foi' the Riglits Issue as discussed ill the paraorapli headed "Reasons for the
Rights Issue and use of proceeds" in the "Letter from the Board" of the Circular.

The Subscription Price of HK$0.26 pel' Rights Share represents:

(1) a discount of approximately 7.1% to the theoretical closing price of HK$0.28
per Consolidated Share (after taking into account the effect of the Share
Consolidation) based o11 111e closing price of HK$0.014 per' Existillu Share as
quoted o11 the Stock EXchange o11 the Latest Practicable Date;

(11) a discount of approximately 13.3% 10 the theoretical closing price of HK$03
per Consolidated Share (after taking into account the effect of the Share
Consolidation) based o11 the closing price of HK$0.015 per Existing Share as
quoted o11 the Stock EXchange o11 the Last Tradino Day;

(iii) a discount of approximately 3.7% to the the o1'etical ex-rights price of
approximately HK$0.27 per Consolidated Share (after taking into account the
effect of the Share Consolidation) based o11 the CIOsino price of HK$0.015 per
Existing Share as quoted on the Stock EXchange o11 the Last Trading Day;

(Iv) a discount of approximately 13.3% to the theoretical closing price of HK$03
per Consolidated Share (after taking into account the effect of the Share
Consolidation) based on the average closing price of HK$0.015 per Existing
Share as quoted on the Stock Exchanoe for the five consecutive ITadino days
prior to and excluding the Last Trading Day;

(v) a discount of approximately 22.6% to the theoretical closing pi'ice of
approxiiitately HK$0.336 per Consolidated Share (after Iakino into account the
effect of the Share Consolidation) based on the average closing price of
approximately HK$0.0168 per Existing Share as quoted o11 the Stock EXchange
for the 10 consecutive trading days prior 10 and excludino the Last Ti'adjng
Day:

-8-



(\I) a theoretical dilution effect (as defined under Rule 10.44A of the GEM Listing

Rules) I'GPi'esenied by a discount of approximately 3.7%. represented by the
theoretical diluted price of approximately HK$0.27 per Consolidated Share 10
the theoretical benchmarked price of HK$03 per Consolidated Share (after
taking into account 111e effect of the Shale Consolidation) (as defined under
Rule 10.44A of the GEM Listing Rules, Iakino into account the closing price on
the Last Trading Day of HK$0.015 per Shai. e and the average of the closing
prices of the Existing Shares as quoted o11 the Stock EXchange for the five
previous consecutive trading days prior to the dale of 111is announcement of
approximately HK$0.015 per Shale); and

(vii) a discount of approximately 90%, being HK$2.34 per Consolidated Share (artei
taking into account the effect of the Share Consolidation), over the Linaudited
net assets value per Consolidated Share of approximately HK$2.60 based o11 tile
published uriaudited consolidated net assets of the Company of approximately
S$190 million (HK$108.6 million) as at 30 lulle 2022 and 834,176,000 Shares
(41,708,800 Consolidated Shares) in issue as at the Latest Practicable Dale

We have conducted analysis o11 the Subscription Price relative to 111e Illstorical
closing share price of the Company and the historical net asset value per share during the
period froiii 22 October 2022. bein a 12 months immediately preceding the Last Tradino
Day. to the Last Trading Day (the "Price Review Period"). We consider that a period of
12 months is adequate to illustrate Ihe recent share price and net asset \, alue nTovements
for the purpose of illustrating the comparison. For ease of comparison and Illustraiive
purpose, we have adjusted the closing price and net asset value per share on the basis of
Consolidated Share
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We IToie Ihai the share price of the Company 11as been o11 a downwal'd trend dui'ing
the Price Review Period. Taking into consideration Inai recent niarket prices of the shares
of 111e Company ale indicative of the Inarket's evaluation o1T various aspects of the
Company. sucli as the Company's financial performance. prospects alld also leftects recent
market sentiment, we consider Inat using 1110re recent market closing pi'ices as reference
10 determine Ihe Subscription Price to be fair and reasonable

TITe Subscription Price is at a substantial discount to the uriaudited net assets value
per Consolidated Shale as at 30 June 2022. As the shale price of the Company has been
protractedIy trading at a discount 10 the Group's net asset value, we consider that the net
assets value per share is not a nleaningful benchmark to determine the Subscription Price
As such, Diveii that the Subscription Price is deter11Tined at a discount 10 the prevailing
Inarkei price of the shares of the Company (as mentioned under (i) 10 (v) above), we
consider the Subscription Pi'ice 10 be fair and reasonable

Colliprri'ISOii willI o111e, ' Jig/IIJ ISSNes

To further assess the fairness and reasonableness of the Subscription Price, we
have also conducted an analysis to compare it willI subscription prices of other
recent Tights issues. Based on the criteria of (1) rights issues conducted by companies
listed on the Stock EXchange; and (ii) rights issues that had issued relevant
prospectuses between 22 April 2022 and the Last Trading Day (being a 6-month
period up to the Last Trading Day) (the "Review Period"), we nave identified 21
other rights issues (the "Coinparables" )

While the Coinparables may nave different principal business activities and
scale of operations, Inai'ket capitalisations. profitability and financial positions as
compared to those of the Company. we are of the view that they call provide a
reasonable refei'ence as 10 now the recent market generally pel'CGIves Tights issues
We also considei' that the length of the Review Period is adequate, and cal\ fairly and
reasonably reflect prevailing nTarket conditions. We believe the list of Coinparables
below is exliaustive based o11 OUT selection criteria. h should be noted that. when

forming OUT opinion, we take Into account the below analysis together with all other
factors slated in this letter as a whole



The Inajor ternTs of the Coinparables are sunimarised below

Prospectus
Date

25 Apr 2022 Cliina ECo-Farniin" Limiied
16 May 1012 Vixiel Technologies Holdings Limited
27 \. lay 2022 Success Dragon Internal10nal Holdings Limiied
13 Iun 2022 Palinda Group Holdings Limi!cd
291uii 2022 Cliina Water industry Group 11miied
6lull022 Cameone 1101dings Limiied

8 Jul2022 Kiu Hung InIernaiioiial Holdings Limi!ed
29 lull022 Ocean Sinr Technology Group Limi!cd
5 Aug 2022 KOALA Financial Group Limited
23 Aug 2022 ER Enterprises IHoldings) Group Limiicd
24 Aug 2022 Progressi\e Pain Group Holdings Limiied
24 Aug 2022 Xinyi Eleciiic Slurage Holdings Limited
26 Aug 2022 Kwan On Holdin, s Limited

29 Aug 2022 Easy Repay Finalice & In Yesinieni Limiicd
30 Au" 2012 SI\I Holdings Limited
I Sep 2022 Zioncnm Holdin"s Limiied
26 Sep 2022 Be sun}en Holdin"s Company Limiied
30 Sep 2022 \\'an Chemg Metal Packaging Company Limiied
30.1 2022 11a Yao Holdings Limited

China Financial Leasing Group LimiiedI Oct 2022

10 0.1 2022 Life Concepis Holdings Limited

Company name

Stock

code

Percentage
of rights

shares 10 the

enlarged
share capital I, TD Pric"

8166

1782

1182

8179

1129

8282

381

8297

8226

8347

1581

8328

1559

8079

880

8287

926

8291

1626

2312

8056

Discount of Suhscriplioii
Price over

33n

33%

6011

33{;

33<1

33n

75<1

33c;

67C;

33Q

sort

9q

loci

33<;

10.1

net

67n

SOCt

50tt

67e;

60C;

Theoretical Theoretical

Ex-riglils dilution

Price efl'cci

10.1 I q

34.50Cr

I86Q

39.76Ct

31,711

40.40ti

18.00Q

4120*

4.76Q

5,56't

422, e;

18.82q

0.00*

44.95%

33.80%

16.70Q

14.2, %

25.00q

1429q

29.10ei

6.98Q

The Company

6.98f;

16.00C;

1,16'}

13.25Q

23.25, I

'':04;

509C;

32 uuq

1.64q

3.68e;

26.76%

17.41%

0.00*

35.14C;

19.00Cj

I 1.76<I

5.91n

14,30<;

7,694t

12 0441

2.91n

Sufii'c, .' 7/1c Slot'A Etc/!tillge \ lidbsi'IC

Based o1} the above analysis, save for one, all the other Coinparables nave set
the subscription prices of their rights issues at discounts to (i) the prevailing Inarkei
closing prices of the relevant last trading days (the "LTD Price(s)") of the11' I'ights
issues; and (11) the theoretical ex-rights prices (the "Ex-rights Price(s)") based on
LTD Prices

5.26(}

13.60*

270<}

13:5:1

10.46c;

13.50Q

13.43Q

13.90q

4.70, ;

1,94<;

21.11Ct

1,71<;

0.13 e;

16,09<I

7.10Cr

5.60(t

I0.58 t;

16.50;I

7.14Ci

19.60, I

9.28*

Maximum

Minimum

\lean

Median

Discounts to LTD Prices range froiil approximately 45.0% 10 2.9%, with Inean
and median of approximately 23.7% and 21.9% respectively. Meanwhile, discounts
10 Ex-rights Prices range froiiT approximately 35.1% to 1.1%, willlinealI andiiTedittn
of approximately 15.3% and 12.6% respectively. For the remainino one Coinparable,
its Tights issue subscription pi'Ice 11as been set ill the salne price as its LTD PI'ice and
Ex-rights PI'Ice

8430

44.95 %

0.00 %

22.60 %

18.82 %

75%

35.14 %

0.00 41

14.6341

12.04 %

13.30%

21.11%

0.13 %

9.88 %

10.46 %

3.70% 10.00 %
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h call be concluded 111ai. as with the case of this Rights Issue, it is common for
subscription prices of rights Issues to be at discounts to their respective LTD Prices
and Ex-riohis Prices. The discounts of the Subscription Price 10 this Riohis Issue's
LTD Price and Ex-riohis Price of 13.3% and 3.7% fall within the above ranoes of the

Coinparables

In terms of theoretical dilution effect (as defined in the Listing Rules), the
Coinparables' range is between approximately 21.1% and 0.1%. willI boili mealT and
Inedian of approximately 10%. The theoretical dilution effect of this Riohts Issue of
10.0qc is will1111 the range and approximates the mean and median of the
Coinparables

Based o11 the above, froiii the perspective of discounts to LTD Prices and Ex-
riohts Prices as well as theoretical dilution effect. we are of the view that 11Te

Subscription Price is fair and reasonable

3.3 No excess rrpplicntio, ,

Among the Coinparables, we noted that six of the 21 Coinparables do not nave
excess application ai'rangements in relation 10 their rights Issues. Of the six Coinparables
without excess application arrangements. placing agents were engaged to procure placees
to subscribe for unsubscribed riohts shares. The Company 11as entered into the PIacino
Agreement with the Placing Agent for similar arrangements, and hence we consider that it
is acceptable for the Rights issue 1101 to nave excess application airangeiiients. Please
refer to the paragraph lieaded "3.4 The Placing Agreement" for details of the Placing
Agreement

3.4 Non-w, ,derwriite, , bttsis

The Rights Issue will proceed o11 a non-underwritten basis irrespective of the level of
acceptances of the provisionally allotted Rights Shares. in the event the Rights Issue is
not fully subscribed, ally Rights Shares 1101 taken up by the Qualifying Shareholders will
be placed to independent placees under the Compensatory Arrangements. o11 a best effort
basis. 11 is noted that eioht of the 21 Coinparables are on a lion-underwritten basis. As
such, we are of the view that it is 1101 uncommon for^'10hts issues to be conducted on a

non-underwritten basis. in addition, we noted that the Company had consulted brokerage
companies for underwriting the Rights issue but has 1101 received any favourable feedback
due to the current capital market situation. apart fronl the Placing Agent who expressed its
interests in acting as a placing agent o11 best effort basis

Despite that there Is 110 guarantee of ITTinimuin amount to be raised by the Rights
Issue, given that the Rights Issue provides an opportunity for the Group to raise funds for
its financials needs, we consider the Riohts Issue to be in the interests of the Company
and Shareholders as a whole

-12-



3.5 T/, e Placing Agree, ,, e, it

As stated ill tile "Letter fi'o11T the Board" of the Circular. the Riuhis Shal'es will

proceed o11 a non-underwritten basis irrespective of the level of acceptances of the
provisionally allotted Rights Shares. The Company and the Placing Agent nave entered
into the PIacino Agreement o11 21 Octobei' 2022 (alla' tradino hours). PUTSuant 10 which
the Placing Agent 11as conditionally agreed to procure Placee(s), o11 a best effoi'I basis, to
subscribe for the Unsubscribed Riohis Shares and the ES Unsold Riuhis Shares. For terms

of the Placing Agreement, please refer' 10 tile pal'agraph headed "The Placing Agreement"
ill tile "Letter from the Board" of the Circulai'.

According to the Placing Agreement, the Company will pay the Placing Agent a
placing commission (the "Placing Commission") of 1.5% of the amount which is equal
to the Placing Price (as defined below) ntultiplied by the Unsubscribed Riohts Shares and
ES Unsold Riohts Shares that have been successfully placed by the PIacino Agent

To assess the fairness and reasonableness of the Placing Commission, we have
identified the placing commission for those rights issue of the aforementioned six
Coinparables (i. e. those whicli do not nave excess application arrangements) (the
" Coinparables Commissions" ). We noted that the Coinparables Coinmissions ranoed
f^om 0.5% to 7.0% willI a mean and niedian of approximately 2.8% and 2.5%
respectively. The Placing Commission of 1.5% falls within range and is lower than the
mean and 111ediaii of the Coinpai'ables Commissions. Hence, we consider that the Placing
Commission PUTSuant to the Placing Agreement Is fair and reasonable

3.6 Tile placing price

TITe placing price (the "Placing Price") of the Unsubscribed Rights Shares and/or
the ES Unsold Riohts Shares shall be not less than the Subscription Price. By seijino the
Piacino Price at not less than the Subscription Price, the PIacino will not be prejudicial to
the Qualifying Shareholders. Given Inat we consider the Subscription Price is fair and
reasonable for the I'easons above. we lience consider the Placing Price to be fair and
reasonable

3.7 Section s"minary

Taking into consideration (1) the Subscription Price is fair and reasonable; (ii) the
PIacino offeis additional nTeans to facilitate the subscriptioiT of 111e lintakeii portions of the
Rights Issue to the maxiniuin extent considering the fundino needs of the ConTpaiiy and
the difficulties in conductinu alternative fund raisino methods as 111entioned in the

paragraph headed "2. Reasons foi' the Rights Issue" above; and (111) the Placing
Coiniiiissioii and Placing Price ai'e fair and reasonable. we concur with the Management
that the terms of the Riohts Issue are fair and I'easonable
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4. Financial impacts of the Rights Issue

11 should be noted that Ihe analysis below is for Illustraiive purpose only and does not
purport to represent how the financial position of the Group will become upon completion of
the Rights Issue

5.1 Liquidity

Accordin0 10 the 20221nieriiii Report, the casli and bank balances of the Group amounted
to approxintately S$79 11Tillion as at 30 June 2022. Since part of the net proceeds froni the
Rights Issue will be applied as working capital for' the existing business of 111e Group (i. e. (1)
approximately HK$62 million for payment of rental expenses aiTd Inaiiageineni fee for the next
12 months; (Ii) HK$200 111illion for' the payment of salaries of the Group's employees for the
next 6 1110nihs; and (11i) HK$5.2 million for general working capital), the Group's liquidity
position would be improved upon completion of Rights Issue.

5.2 Net tangible assets

According to the "Uriaudiied pro forma financial information of the Group" as set out in
Appendix H to the Circular, assuming that the Rights issue ITad been completed on 30 June
2022. Diveii the discount of the Subscription Price over the uriaudited net assets value per
Consolidated Share as discussed above, the Group's net tangible assets per Share would be
decreased from approximately S$0.45 per Consolidated Share (after taking into account the
effect of the Share Consolidation) to approximately S$0.15 per Consolidated Share

Given the above. we are of the \, iew that the overall financial impact to the Group upon
completion of the Rights Issue is ill the interests of the Company and the Shareholders as a
whole.

6. Possible dilution effect

All Qualifying Shareholders are entitled to subscribe foi' the Rights Shares. For those
Qualifying Shareholders who take up their full provisional allotments under the Rights Issue,
their shareholding iiTterests ill the Company will remain unchanged after the Rights issue
Qualifying Shareholders who do not accept the Rights Issue call, subject 10 the theIT prevailing
market conditions, consider selling their nil-paid riohis to subscribe for the RIDhis Shares ill
the market. However, they should note that their shareholdings ill the Coinpany will be diluted
upon completion of the Rights Issue

For those Qualifying Shareholders who do 1101 lake Lip their full provisional allotments
under the Rights Issue, depending on the extent to whicli they subscribe for the Rights Shares,
their shareholding interests ill the Company upon completion of the Rights Issue will be
diluted by up to a maximuin of approximaiely 75.0%

For illustrative purposes only, set out below are the shai'eholding structure of the
Company (i) as at the Latest Pi'acticable Date: (11) immediately after the Share Consolidation
becoming effective but before coinpletion of the Rights Issue: (Iii) immediately after
colripletion of the RIDhts issue assuming all Shareholders take Lip their' ^espective allotment of
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Rights Shares ill full; and (Iv) immediately afiei' completion assuming nil acceptance of the
Rights Shares by the Qualifying Shareholders and all Unsubscribed Rights Shares and ES
Unsold Rights Shares nave heelT placed by the Placing Agent:

Mr. Chua Kang Lim
Wring Huh
Public Shareholders

in dependeni placees

As at the I, alesl

Practicable Dale

Millibt! of .411p!'"\. q
Slim'ti 111"!cj

Toiai

64,605,000

209,435,000

56/11/6.000

Immediate11 after the
Share Consolidation

bccoming effective but
herorc crimplclion of

inc Rights Issue
Nil!libti of Allyii'"' '

511n!A ill"I, !

Altijc

Having considered (i) the dilution effect is not prejudicial as all Qualifying Shareholders
are offered an equal opportunity to participate in the enlargement of the capital base of the
Company and shareholdei's' interests ill the Company will not be diluted if they elect to
exercise their full provisional allotments under the Rights Issue; and (11) the Qualifying
Shareholdei's nave the opportunity to sell ill the niarkei. subject to availability, their nil-paid
rights 10 subscribe for the Rights Shares. we are of the \, iew that the potential dilution effect
o11 the shareholding. which Inay only happen to 111e Qualifying Shareholders who decide 1101 to
subscribe for their PTO-rata RIGhis Shares. is acceptable and justifiable.

The above percentage figures are subject 10 rounding adjustments. Accordingly. jigui'us shown as 101al
may not be an arithmetic aggi'egaiion of the 1'1gui'es preceding it

7.74q

25.11r;-

67.15, ;

834,176.000

immediately afirer

coinplclion of the
Riglils issue assuming
all Shareholdcrs lake

un Ihcir respecti\re
allotment of Rights

Shares in lull

I\'1,111bt! of Aji!11', \. e;
Shin ts innic)

3230 250

10,471.750

28,006,800

100.00, t

11nmedialely afirer
completion assuming nil

acccplance of the
Riglits Sharcs by the

Qualifying Sharcholders
and all Unsubscribed

Rights SIIares and ES
Unsold Rights Shares

have been placed by the
Placing Agent

Nil!!Ib, I' of Aji!;I'u \. *
Slim t, 11/01, !

7.74*

251 IC;

67.15*

41,708,800

12,921,000

41,887.000

I 12,027,200

100.00Q

7747

25.1 lit

67.15 e;

166,835,200

3230 250

10,471,750
28,006,800

125,126,400

100.00Q

I 94<1

6.28c;

16.78Q

75.00{;

166,835,200 100.00;I



RECOMMENDATION

Having considered the above principal factors and reasons, we are of the view that (i) the
terms of the Rights Issue (including the Subscription Price) are fair and reasonable; and (ii) the
Rights Issue is in the interests of the Company and the Shareholders as a whole. Accordingly,
we recommend the Independent Board Committee to advise the Independent Shareholders to
vote in favour on the resolution at the EGM in relation to the Rights Issue and the transactions
contemplated thereunder.

Mi'. Chang Semi Pey ("Mr. Chang") is a Responsible Officer of Anus Capitol Limited
licensed 10 carry on Type 4 (advising on securiiies), Type 6 (advising oil corporale findnce)
and Type 9 tossei 171nnngemeni) regulared aciiviiies ", Ider Ihe SFO and pel'Innied 10 it riderlake
work OS a sponsor. He is also a Resp0,1stble Officer of Anus Invesi, ?tenis Li, niled libelised 10
cal'ry on Type I (dealihg ill securiiies) regu/died aciivi!y undei. 1/1e SFO. Mi'. Chang has ovei'
25 years of experience in banki, 18, corporote finance advisory and myesi, neni manogente, 11. in
painculn, ., lie has pal. Iicipaied in sponsorship wo, .k for ninjal public offerings and acred as
filialICial advise, ' or illdependeni financial adviser ill various corporate filialice advisory
ironsaclio, is.

Yours faithfully,
For and on behalf of

Altus Capital Limited

Chang Sean Pey
Execwtive Direcior

Mr. Leo Tmn ("Mr. Tm" ") is a Responsible Officer of Allws Capiial Lintiied licensed to
cal'ry o11 Type 6 (advisi7ig o11 corporale finance) I'eguloied aciiviiy under Ihe SFO and
permiiied 10 undei'joke work OS a sponsor. He 11ns over eighi years of experience ill coipoi'ale
nilonce and Qdvisoiy in Hong Kong, ill porncwloJ', lie lids po, 'ticipoted ill sponsorship wo, 'k 101'
illiiinl PMblic offei'illgs and acred OS lividncial advisei' or illdependeiii lividiicial adviser in
voi'iows coiporote filialice Ironsociions. Mr. min is a ce, 'Iofied public accow, 1101/1 of Ihe Hong
Kong Irisiiiuie of Ce, 'fried Public ACcou, Iranis.

Leo Tam

ExecMtive Direcior


