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Dear Sir and Madam,

PROPOSED RIGHTS ISSUE ON THE BASIS OF Two (2) RIGHTS
SHARES FOR EVERY ONE (1) ADJUSTED SHARE HELD ON

THE RECORD DATE ON A NON. UNDERWRITTEN BASIS

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the

Independent Board Committee and the Independent Shareholders in respect of Ihe Rights Issue,
details of which are set out in the "Letter from the Board" contained in the circular of the

Company dated 9 April2024 (the "Circular"). Terms used in this letter shall have the same

meanings as those defined in the Circular unless the context requires otherwise.

On 9 February 2024, the Company announced that it proposes, subject 10 Ihe Capital

Reorganisation becoming effective, to implement the Rights Issue on the basis of two (2) Rights

Shares for every one (1) Adjusted Share held on the Record Date at the Subscription Price of

HK$0.12 PCr Rights Share, to raise up to approximatcly HK$30.54 million bcforc expcnscs
(assuming no change in the issued share capiial of the Company on or bel'ore the Record Dale,

and all the Qualifying Shareholders taking up their respective allotment of Rights Shares in full)

by way of the rights issuing up to 254,528,000 Rights Shares (assuming as aforesaid) to the

Qualifying Sharcholdcrs. The net proCCcds itom Ihc Rights Issuc (altor deducting Ihc CSiimaicd
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expenses) are estimated 10 be approximately HK$28.74 million (assuming no change in the

issued share capital of the Company on or before the Record Date and all tile Qualifying

Shareholders taking up their respective allotment of Rights Shai'es in full)

The Riuhis Issue will proceed on a non-underwritten basis irrespective of the level of

acceptance of provisionally allotted Rights Shares. There is no minimum subscription level or

minimum amount to be raised under the Rights Issue

GEM LISTING RULES IMPLICATIONS

As the Rights Issue, if proceeded with. will increase the issued share capital of the

Company by nTore Inaii 50%, the Rights issue is subject to approval of the Independent

Shareholders at the EGM by a resolution on which any controlling Shareliolders and their

respective associates o1', where there are no controlling Shareholders, the Directors (excluding the

independent lion-execuiive Direciors) and the chicl' execuiive o1 the Company. and Iheii

respective associates shall abstain froni voting in favour of the Rights issue LindeT Rule 10.29(I)

of the GEM Listing Rules

The Company has no controllino shareholdei'. Mi'. Liu shall abstain from voting in favour of

the resolution to approve the Rinhis Issue and the transactions contemplated thereunder at the

ECM. As at the Latest Practicable Date, save for Mr. Liu, none of the Directoi's or chief

executives o1 the Company had any inluresIs in the Shares

THE INDEPENDENT BOARD COMMITTEE

An independent Board Committee comprising all independent non-executive Directoi's.

namely Mr. Tai Chin HD, Ms. Lain Yuen Mall Maria and Mr. FU Yan Mina, has been established

to advisc Ihc Indcpcndcni Sharcholdcrs as 10 (1) whcihci' Ihc ICrms of Ihc Rights TSSuc arc fair

and reasonable: (ii) whether the Rights Issue is in the interests of the Company and the

Shareholders as a whole; and (Iii) how to vote on the resolution at the ECM in relation to the

Rights Issue. Iakino into accouni the recommendation of the Independent Financial Adviser

THE INDEPENDENT FINANCIAL ADVISER

As the Independent Financial Adviser to the Independent Board Commitiee and the

Independent Shareholdei's, OUT role is 10 give an independent opinion 10 the Independent Board

Committee and the independent Shareholders on (i) whether the terms of the Rights Issue are fair

and reasonable; (ii) whethei' Ihe Rights Issue is in the interests of the Company and the

Shareholders as a whole; and (Iii) how 10 vote on the resolution at the ECM in relation to the

Rights Issue
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We have not acted as an independent financial adviser or financial adviser for other

11'an sactions of the Company in the last two years prior to the dale of Ihe Circular. Pursuant 10

Rule 17.96 of the GEM Listing Rules, and given Inai remuneration for our engaoemeni to opine

on the Rights Issue is at market level and not conditional upon successful passino of the

resoluiion. and Ihai our engagemeni is on normal commercial terms. we ai'c In dependeni o1' the

Company

BASIS OF OUR ADVICE

In formulating our opinion. we have reviewed, amongst others, (1) the annual report of the

Company for the year ended 31 December 2022 (the "2022 Annual Report"); (ii) the annual

results announcemeni o1' Ihe Company 101' Ihe year ended 31 December 2023 (Ihe "2023 Annual

Results Announcement"); and (iii) o1hei information contained or referred to in tile Circular

We have also relied o11 Ihe slate menis. inIUTmaiion. opinions and TCPrcsenitttions contained

or referred 10 in tile Circular and/or provided 10 us by the Company, the Directors and the

management of the Group (the "Management"). We have assumed that all the statements.

information, opinions and rcprcscntaiions for maticrs Tclating 10 Ihc Group containcd or rcfcrrcd

to ill 111e Circular and/or provided 10 us by Ihe Company. the Dii'eciors and Ihe Management were

reasonably made after due and carefiil enquiry and were true, accurate and complete at the lime

they wei'e made and continued to he so as at the dale of the Circular

We have no reason 10 believe that any of such statements. information, opinions or

representations are untrue. Inaccurate or misleading, nor are we aware of any Inaterial facts the

Qinission of which would render thenI unirue, Inaccuraie or misleadino

We consider that we have been provided with, and have reviewed, sufficient information 10

reacli an informed view and provide a reasonable basis for OUT opinion. We nave not, nowever,

conducted an independent investigation into the business, financial conditions and affairs or

future prospects of tile Group.

-3-



PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background information of tlie Group

The Group is principal Iy engaged in (i) developing and Inarketing of patented server based

techiiology and the provision of communications software pi atform and software related services

(the "Software Platform Business"); and (ii) game publisliing, development of mobile game

and related intellectual property and platform, mobile applications and data solutions and

provision of IT related solutions (the "Mobile Games and Applications Business")

1.1 Financial inforn, ation of the Group

Set out below is a summary of key financial information of the Group extracted from

the 2022 Annual Report and 2023 Annual Results Announcement

Consolidaied skiiemeni of profii o1' loss

Revenue

- Software Piaiforin Busincss

- Mobile Gaines and Applica!ions
Business

Gross profit

Administrative and other operating

expenses

impairment loss o11 goodwill
Finance costs

Loss for the year IN"I" ,I

For the

year ended
31 December

2023

("FY2023")

(audited)

HK$'000

For the

year ended
31 December

2022

("FY2022")
IN, ,IC I)

Norcs

(1)

24,493

24,493

For tlie

year ended
31 December

2021

("FY2021")

touchted)

HK$'000

Th. be represenietl Ihe resiaicd amuunis presenietl in Ihe 2023 Annual Resulis Annuuncemeni

(2)

(audited)

HK$'000

This repiesenis 111e loss for the year froni continuing operaiions of the Group (being lite Sonwai'e

Platform Business and the Mobile Games and App!ICaiions Business). For details. please refer 10 lite

2022 Annual Repori and 2023 Annual R'Sulis Announcemcni

15,642

21,436

21,436

(23,998)

(1,728)

(890)

(12,384)

12,700

20,258

20,213

(17,358)

(18,508)

(274)

(22,047)

45

8,369

(28,315)
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FY2022 vs. FY2021

Revenue of the Group Increased slightly by approximately 5.89, from

approximately HK$203 million in FY2021 10 approximately HK$214 million in

FY2022. All of the Group's revenue in FY2022 was derived from Sol'Iware Platform

Business. Due mainly to the obsolescence of its mobile games and postponement of

mobile game development plan as a result of the reassessment of the Group's strategy,

scgmcnt rcvcnuc of Ihc Mobilc Camcs and Applications Busincss dcci'cascd to nil in

FY2022 froin approximately HK$45,000 in FY2021

Gross profit increased by a larger extent of approximately 51.8% from

approximately HK$84 million ill FY2021 10 approximately HK$127 million ill

FY2022. Such increase was mainly due to the aforementioned increase in revenue as

well as the Group's lowei' cost of sales incurred as the Group engaged less
subconiiaciors in FY2022 \vhilc in orc staff was divci'ICd to Ihc rcscarch and

development division 10 cope with the business of the Group

Although Ihc Group cxpcricnccd an cnhanccmcni in gross PI'of it. Ihc Group

recorded a higher loss iru' Ihc yea^ o1' approximately HK$220 million in FY2022

compared with approximately HK$110 million in FY2021. This was mainly

alitihuiahle to Ihe Group's impairment loss incui'red o11 goodwill or an pi'oximately
HK$185 million in FY2022 related 10 its Software Platforni Business. while there was

no such impairment loss recorded in FY2021. The above was partially offset by the

decrease in administrative and other operating expenses (comprising administrative

expenses. researcli and development expenses and selling and disii'ibution expenses)

from approximately HK$283 million in FY2021 10 approximately HK$174 nilllion in

FY2022 mainly due 10 Ihe decrease in depreciation o1' properly, plani and equipmcni

o1' approximately HKS3.3 million, and that no additional written-off deposit and o1hei

receivables and intangible assets was recorded during FY2022 (FY2021

approximatcly HK$83 million)

FY2023 vs. FY2022

Revenue o1' the Gi'uup Increased by appi'oximaiely 14.3% IToin approximatcly

HK$214 million in FY2022 to approximately HK$245 million in FY2023. Such

incl'ease was mainly due to the increased sales orders from existing and new

customcrs of Ihc Softwarc Platform Busincss. Thc Group did not gcncraic any ICvciiuc

from the Mobile Games and Applications Business in FY2023 duc 10 the

abovementioned reassessment of strategy
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Gross profit of the Group increased by approximately 23.2% froin approximately

HK$127 million in FY2022 to approximately HKS15.6 million in FY2023. This was

mainly due 10 the Groups increase in revenue as abovementioned

Loss for the yeai' narrowed to approximately HKS12.4 million in FY2023 from

approximately HK$220 million in FY2022 due nTainly 10 (1) the significant reduction

in impairment loss on goodwill from approximately HK$185 million in FY202210

approximatcly HK$17 million in FY2023; alld (ii) Ihc Group's incrcasc in rcvcnuc

and cross plotit as above meniioned. Sucli POSiiive effects were partially offset by the

incl'ease in adminisiraiive and other operating expenses of appi'oximately 38.3% from

approximately HK$174 million 111 FY2022 10 approximately HK$240 million in

FY2023. which was mainly due 10 Ihe increase in SIal'I costs and pro1Cssiunal lees in

support of the Group's business operaiions

Consofjdatcd staleincnt o1' fihaiicial POSiiion

Total assets

- Goodwill

- Cash and casli equi\, alents
Total liabilities

- In Ieresi-bearing boi7'owings

Net current assets/(liabilities)

Total equity/(Capital

deficiency)

Geai'ing ratio IA',, it 2)

As at

31 December

2021

(audiied)

HK$'000

As at

31 December

2022

jN, ,IC I)

Nores

(1)

35,678

20,236

3,791

8,796

908

5,648

Tilese represented tile restated alliounis piesenied in the 2023 Annual Results Announcemeni

(2)

(audiled)

HK$'000

Gearing ratio is calciilaied as 101al Iiabiliiies over 101.1 assets

The Gi'oup's 11nancial and liquidiiy positions had been deterioi'allng between 31
December 2021 and 31 December 2023

As at

31 December

2023

(audited)

HK$'000

19,570

I, 728

4,445

14,796

3,808

(1,903)

26,882
24.7%

8,703

4,774

75.6%

3,198

13,264
790

(3,183)

(4,561)
152.4%
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Total equity decreased significantly from approximately HK$26.9 million as at

31 December 2021 10 approximately HK$48 million as at 31 December 2022 mainly

due to the reduction in goodwill balance as impairment loss was incurred in FY2022

as abovementioned. While the Group's cash and casli equivalents increased from

approximaiely HK$38 niillion as ill 31 December 2021 10 approximaiely HK$44

million as at 31 December 2022, sucli increase was mainly allribuiable 10 new

borrowings of HK$29 million obtained in FY2022, and partially offset by the Group's

nci cash uscd in opcrating and in VCsting activiiics of approximatcly HK$1.0 million

and HK$02 nilllion respeciively in FY2022. As a result. Ihc Gi'uup's gearinu Tallo

increased significantly from approximately 24.7% as at 31 December 2021 10

approximately 75.6% as at 31 December 2022. and the Group also recorded a net

currcnt Iiabi!itics position as coinparcd to a 11ct currcni asscis position as at 31
December 2021

Thc financial position of Ihc Group 11ad Iui'ncd 10 dcficit as at 31 DCccmbcr 2023

as a result of the continuous loss incurred. Cash and cash equivalents of the Gi'oup

decreased 10 approximately HKS3.2 million as at 31 December 2023 from

approximately HK$4.4 million as at 31 December 2022. The Group's gearing ratio

and net curreni liabilities position further increased 10 approximately 152.4% and

HK$32 million respectively as at 31 December 2023

Section conclusion

We observed that while the Group had been experiencing revenue and gross

profits glowili, it required significant operating expenses 10 support the continued

business expansion whicli resulted in incl'easing losses. From a financial position

SIandpoini. we noicd Ihat substantial exiernal borrowings 11ad been ohmined 10 support

the Gi'oup's business operations whicli led to the Group's relatively hioh level or

gearings

1.2 Outlook of the Group

Thc Group SIaicd in its 2023 Annual Rcsulis Announccmcni and third quartcrly TCPori

for the nine months ended 30 Sepiember 2023 Ihai Ihc 1110hcr level o1' adoption o1'

infoi'mallon technology ( "IT" ) solutions among small and niedium enterprises ( " SMEs" ) is

driving the growth of Hong Kono's IT market. For example, SMEs in Hong Kong ai'e

incrcasingly implcmcnting cntcrprisc rcsourcc planning (ERP) solutions and customcr

relationship management (CRM) software to enhance customer retention and loyalty. in

addition. they are Increasing their investments 10 advei'lise and promote their producis and

services Ihi'ough social media and e-commerce platforms. which enables SMEs to expand

their reach of customers and lower marketing costs. Tile Manageineni also observed that the

higher level of adoption of big data solutions is another prominent trend within the IT
market
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Considering the industry trends mentioned above, the Management believes that Hong

Kong's IT market will continue to grow. In light of Ihis, the Group Intends to coniinue 10

allocate resources to nTeei the increasingly Innovative industry SIandards as well as 10 lullil

customers' demand for their products. in addition, it is 111e Group's strategy to conceniraie

on expanding in 111gh-growlli secioi's will Ie maintaining presence in slower-growlli areas

2. Rationale for the Rights Issue and proposed use of proceeds

2.1 The funding needs

While the Group's existing Software Platform Business is expeliencin0 1110derate

orowth as discussed above, it necessiiaies substantial operating costs 10 support the

continued growth, resulting in the Group incurring losses. According 10 the Management.

challenging market conditions have contributed to losses since 2014 and the Group is

Implemeniing cost up 11misaiion measures 10 adapt 10 the current business environmeni

We understand that tile Management has conducted a thorough review of the Group's

cxisting busincsscs with an aim to improvc its financial PCrformancc and position

Lever aging the Gi'uup's capabilities and experience in soilware development. and in line

with the Management's observations of growing demand for e-commerce platform as

discussed in Ihe paragraph headed "1.2 Outlook of the Group" above, we 11ndersiand that

Ihe Group has launched lis first aidveriising e-commerce planl'orm in Iaic 2023. For details

about this platform, please refer to the paragraph headed "Reasons for' and henefiis of the

Rights Issue and intended use of proceeds" in the "Leiter from the Board" of the Circular

Since its lauricli in Iaie 2023 and up till the Latest Practicable Dale, as advised by the

Management. the registered user of the advertising e-commerce piaiform has reached over

900,000. in order for this plaitorni 10 funhei' develop and expand so as to capitalise on the

prevailing market opportunity. additional investments have 10 be made

Having considered the Group's existing financial resoui'ces. for instance, as at 31

Decembei' 2023, its cash and cash equivalents amounied 10 only approximaiely HK$32
million, we concur with the Management's view that there is a need for funding in order 10

continue the development of its adveriisiiig e-commerce platform

As elaborated in the paragraph headed "Reasons for and benefits of the Rights Issue

and inlended use o1' proceeds" in Inc "Leitcr irum the Board" o1' tile Circular. all o1' the net

proceeds front the Riohis issues will be allocated 10 the further development and expansion

of the advertising e-commerce platform. Taking into account that the Group's existing

busincsscs havc rccordcd consccutivc loss. \VC considcr that Ihc Mariagcincni's asscssmcni

and decision 10 develop a new line o1' business by leverauing on iis CSiablishcd skills and

know-how in developing successful mobile gaines, as well as 10 capture prevailing market

Irend with the aim of impi'oving 111e Group's financial performance 10 he commercially
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reasonable. Independent Shareholders should however note Ihat as willI all business

ventures, there is no guarantee of the success or profitability of the advertising e-commerce

platform which is to be developed

2.2 Alternative fund-raising methods

We understand from the Management that when the Rights Issue was 11nder

contemplation, the Company had also considered various fundraising nieihods, including (i)

debt financing: and (Ii) other equity fund-raising methods sucli as placing of new Shares

and open offer, and the Company decided to propose the Rights issue. We have analysed

and compared such other niethods below

in respect of debt financing, we concur Ihai given the prevailing higli interest rate

environment, the financing cost for loan or debt will be high. As the uses of proceeds are 10

fund long term business uruwth. we concur with Ihc Managemeni Ihai it is prudeni 10

finance tile Group's long-term growth willI long term financing. preferably in the torni of

equity which will not incur ongoing financial burden such as interest costs and repayment

or liquidity risks. In addition, considcring (i) Ihc Gi'oup's alrcady high gcaring ratio of

approximately 75.6% and 152.4% as at 31 Deccmbei' 2022 and 2023 respectively; (ii) a

consecutive loss-making financial 11'ack record of the Group; and (iii) its deficit and net

current liabilities positions. we concur with the Management that it would he difficult for

the Group 10 obtain further debt financing at reasonable cosis

in respect of placing of new Shares, it results in a certain dilution o11 the shareholding

of existing Shareholders. in comparison, the Rights Issue provides existinu Shareholders the

OPPoriuniiy 10 participate in the fund raising exercise and maintain their proportionate

shareholdings in the Company

Comparing the Rights Issue willI an open offer. while they are similar in nature, an

open offer does not allow free trading of rights entitlements in the open market. The Rights

Issue will have the mechanism which allows existing Shareholders 10 (1) increase theii

respective shareholding in the Company by acquiring additional Tights entitlements in the

markcts (subjcct to availability); and (ii) potcniially rccoup somc valuc of Ihcir rights

entitlemenis il' Ihey do 1101 wish to pariicipaic in the Rights issue by disposing their nil-paid

Rigliis Shares in the market (subject to demand)

Havinu considered and compared the various lurid-raising meIhods, 111 particulm' Ihe

flexibility afforded to tile existing Sharelioldei's under the Riohis issue 10 maintain their

proportionate shareholding, potentially increase their shareholding if they wish 10 and to

rccoup Ihc valuc o1' Ihcir Tights cniiilcmcnis If Ihcy do not participaic in Ihc Rights 15suc,

we concur wiih the Managemeni's view that the Rights Issue is the most appropriate fund

raising method for the Company under the current circumstances

-9-



3. Principal terms of the Rights Issue

3.1 Summary of the key ternis

Basis of the Rights Issue:

Subscription Price:

Number of Existing Shares in
issue as at the I, alest

Practicable Date:

Number of Adjusted Shares in

issue upon the Capital

Reorganisation becoming
effective:

two (2) Rights Shares foi' every one (1) Adjusted
Share held on the Record Date

HK$0.12 per Righis Share (after the Capital

Reorgaiiisaiion has become effective)

Number of Rights Shares:

1,272,640.000 Existin a Shares

127,264,000 Adjusted Shares (assuming no change
in the number of Shares in issue on or before the

dale on which the Capital Reorganisation became

effective)

Gross proceeds and net

proceeds :

(assuming the Capital Reorganisation has become
effective and no further issue of Shares or

repurchase of Shares o11 or heroi'e the Record

Date) lip to 254,528,000 Rights Shares,

I'CDrcscniing 2007, of Ihc Company's issucd

number o1' Adjusted Shares as at the Laiesi

Practicable Dale and approximately 66.67% of the

enlarged issued share capital of the Company upon

coinplction of Ihc Rights 15suc

As at the Latest Praciicable Dale. the Company has no outstanding convertible

securities, options or warrants in issue which confei' any right to subscribe for, convert or

exchanoe into Shares. For further information of the Riohis Issue. please refer 10 the
"Letter from the Boai'd" of Ihe Cii'CUIar.

Assuminu no change in the issued share capital of

the Company on or before the Record Dale. and

all the Qualifying Shareholders taking up their

respective allotment of Rights Shares in full

Gross proceeds: up to appi'oximaiely HKS30.54
million

Nct pro^Cds (an CT dcduciing Ihc CSiimatcd

expenses): up 10 approximately HKS28.74 million
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3.2 Subscription Price

As slated in the paragraph headed "Subscription Price" in the "Letter from the

Board" of the Circular, Ihe Subscription Price was determined by the Board with Telei'ence

10 (1) the market price of the Shares under the prevailing market conditions; (Ii) the latest

business pel'formance and financial position of 111e Group; and (iii) the reasons for and

henetiis of the Rights issue

TITe Subscription Price of HK$0.12 per Righis Share represents (assuming the Capital

Reorganisation 11as become effective as at the Latest Practicable Date)

(i) a discount of 20.0% to the theoretical closing price of HK$0.15 per Adjusted

Share (after taking into account 111e effect of 111e Capital Reorganisation) based

on the closing price of HK$0.015 per Existing Share as quoted on the Stock

EXchange on the Lasi Trading Day:

(ii) a discount of 40.0% 10 the theoretical closing price of HK$0.20 per Adjusted

Sharc (aftcr taking into account Inc cffcct of Ihc Capital Rcorganisaiion) hascd

o11 tile closing price of HK$0.02 per Existing Share as quoted on the Stock

EXchange o11 the Latest Practicable Date:

(iii) a discount o1' approximately 25.93% 10 the Ihcoreiical benchmarked price o1

HK$0.162 per Adjusted Share (after Iaking into account the effect of 111e Capital

Reorganisation) based on the benchmarked price of HK$0,0162 per Existing

Sharc (as dcfincd 11ndcr Rulc 10.44A of Ihc GEM Listing Rulc!;. taking into

account the closing price on the Last Trading Day of HKS0.015 per Existing

Share and the average of the closing prices o1' the Shares as quoted on the Stock

EXchange for the five (5) previous consecutive trading days prior 10 the

Announcement of approximately HKS0.0I 62 per Existing Share);

(iv) a discount of approximately 10.45% 10 the theoretical ex-I'ighis price of

approximately HK$0.134 pel' Adjusied Share (after taking into accouni the

effect of the Capital Reorganisation) based on the theoretical benchmarked price

or HK$0.162 pel' Adjusted Share;

(v) a premium of approximately 380.0% over the net asset value of the Company of

approximately HK$0,025 pel' Adjusicd Share based on the 11naudiicd net asset

value of the Company of approximately HKS3.175,000 as at 30 June 2023 as

disclosed in the interim report of the Company for the six months ended 30 June

2023 and 127,264,000 Adjustcd Sharcs assuming Ihc Capital Rcornanisation has

become effective; and
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(vi) a theoretical dilution effect (as del'ined 11nder the GEM Listing Rules)

represented by a discount of approximately 17.28% of the Iheoretical ex-righis

price of HK$0.134 per Adjusted Shale (after taking into accouni the effect of the

Capital Reorganisation) to Ihe theoretical benchmarked price of HK$0.162 per

AdJusted Shale

His fortcal PI'ice pel'formance of tile Shares

Set out below is a chart illusti'alliig Ihe theoretical closing price of Adjusted

Shares (after taking into account the effect of the Capital Reorganisation) during the

period froin 9 February 2023, being 12 months immediately preceding the Last

Trading Day. 10 Ihc Last Trading Day (Ihc "Review Period"). We consider that a

period of 12 months, \vhicli reflects historical and prevailino mai'kei sentiment, is

adequate to illustrate the recent price movement of the Shares for the purpose of

conducting a ICasonablc comparison
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As showii above, 111c the o1'eiical closing prices of the Adj listed Shai'es were

above the Subscription Price at all times dunnu the Review Period. ranging from

HK$0.15 PCr Adjustcd Sharc on 26 January, 7.8 and 9 FCbruary 2024 10 HKS0.98 PCr

Adjusted Share on 24 April 2023. in other words. the discounis of the Subscription

Price 10 the Iheoretical closing prices or the Adjusted Shares ranged from

approximately 20.07 10 87.8% dunno the Review Period. The Subscription Price also

represenied a discount of approximately 81.8% to the theoretical average daily closing

price per Adjusted Share of approximately HK$0.66 during the Review Period
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The theoretical closing price remained relatively stable during Ihe period from 9

February 2023 to early April 2023. Shortly artei' the Company's publicaiion of its

annual results announcemcni 101' 111e year ended 31 Decemhei' 2022 on 2 April2023

and before the Company's publication of its announcement in relation to the proposed

changc or company namc on 5 May 2023, Ihc Ihcoi'CTical closing pricc surgcd ITom

HK$0.41 per Adjusted Shai'e on 12 API'il 2023 10 its high of HKS0.98 per Adjusted

Share on 24 April 2023. Such I'elativeIy higli level of theoretical CIOsino price did not

susiain long whicli subsequently dropped drastically from HK$0.70 per Adjusted

Share on 12 December 2023 to HK$0.24 per Adjusted Share on 21 December 2023

The theoretical closing price declined further to its low of HK$0.15 per Adjusted

Share immediately before and on tile Last Trading Day. Overall, we did not notice any

SPCcific rcasons tor Ihc aforcmcntioncd inovcmcnis of Ihc Ihcoi'CTical closing pricc of

the Adjusted Shares dunno the Review Period. As advised by Ihe Mariaoement. the

Company Is also noi aware of any reasons for the aforementioned Share price

fluctuations. The Iheoi'etical closing price I'ebounded SIIohily after the Last Trading

Day and closed at HK$0.20 per Adjusted Share as at the Latest Piacticable Dale

Notwithstanding the aforesaid sionificani Huctuations durin o Ihe Review Period.

110m the perspective o1 encouraging pariicipaiion in the Rights issue, 11 is piacticable

to make reference to most recent prevailing theoretical closing price and with

rcasonablc ICvcl of discounts. in this rcgard. Ihc Subscription PI'icc TCPrcscnts a

discount of appi'aximaiely 20.07 to the 111eoreiical closing price of HKS0.15 per

Adjusted Share on the Lasi Tradinu Day. We noticed that the theoretical closing price

had surged to as high as HK$0.98 per Adjusted Share during the Review Period but

such high levels did not sustain as abovementioned. The reasons for such fluctuations

are also unknown 10 the Company but they seem unrelated 10 any positive change in

the fundamenials of the Group as it continued 10 incur losses during the Review

Pel'iod and iis jinancial POSiiion had IUTned 10 dellcii as at 31 December 2023 as

discussed in the paragrapli headed " I. I Financial information of the Group" above

Despite the Subscription Price is below the theoretical CIOsino prices of the Adjusted

Shale at all time during the Review Period, naving considered (i) it is mai'kei piactice

10 sei the subsci'IPIion PI'ices o1 righis issues at discounts 10 prevailing Inarkei pi'ices

as furiher elaborated in the paragraph headed "Comparison with recent rights issue

transactions" below; (ii) selling the Subscription Price at a reasonable discount to the

Iheorciical closing price sei'ves 10 ciicoui'age pal'11cipatioii in the Righis issue and

accordingly, 10 maximise the f11nds raised; (Iii) the 20.0% discount of Subscription

Pricc 10 Ihc IhcoTciical closing pricc PCr Adjustcd Shui'c on Ihc Last Ti'adjng Day is

willTin the range o1' those of the Coinparables (defined below) as further elaborated in

the paragraph headed "Comparison with recent rights issue Iransaciions" below; (Iv)

the I'act that the Group 11as incurred consecutive losses over the years and recently

Iurned 10 a deficit financial position; and (v) the Group's imminent need of luriding

for developing the new business venture as discussed in the paragraph lieaded "2.1

The fundino needs" above, we consider the Subscription Price to he fair and
reasonable



Trading liquid^^y o1' Ihe Shares

Set out below is the average daily trading volume of the Shares on a nionilily

basis and the respective percentage of the average daily trading volume of the Shares

during the Review Period as compared 10 (1) the 101al number of issued Shares as at

the Latest Practicable Date; and (ii) 111e total number of issued Shares lield by the

public Shareholders as at 111e Latest Practicable Dale

Montij

2023

February in Qin 9 February 2023)
Maticli

April

May
Iunc

July

August

September
Ociobei

November

December

Average daily

trading \. o1ume

Average daily as a percentage
to the totaltrading volume
number ofas a percentage

to the total issued Shares

number of held by public
issued Shares as Shareholders as

at 111e I, atestat the I, alert

Practicable Practicable

Date Date

(%) (%)

Average daily

trading volume
of Shares

2024

Januiii'y

February Iup 10 Ihe Last Trading Day)

960,071

307.783

5,667,353

742,952

492,238

346.000

9832/7

356,842

95,000

162,727

2,023,474

Max

Min

0075

0024

0445

O 058

0039

0027

0077

0028

0007

0013

0159

Sunice The websiie o1' Ihe SIuck Exchan"e I\vw\v likex. combk)

0106

0034

0628

0,082

O 055

0038

0109

0040

0011

0018

0224

4,103,919

1,650,000
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0322

0130

0,445

0,007

0455

0183

0,628

0,011



As illustrated in the above table, the percentage of average daily tradino volume

10 (i) the total number of issued Share; and (ii) the total number of Shares held by

public SITareholders, ranged froin approximately 0.007% to 0.445% and 0,011% to

0.628% respectively. The average daily trading volume of the Shares during the

Review Period was approximately 1,310,000 SIIai'CS, representing approximaicly
0103% and 0145% of the total number of issued Shales and the total number of

Shares held by public Shareholders as at the Latest Piacticable Dale, indicatino that

Ihc Sharcs wcrc gcncrally illiquid in Ihc opcii markci

Given the Ihin trading volume of 111e Shares. we consider that the Company is

unlikely to he able to raise equity funds from third parties without a substantial

discount 10 Ihe prevailing Shale pricu. Taking into account the low trading liquidiiy o1'

the Shares. we are of the view that, from the perspective of trading liquidity of the

Shares, the Rights issue is an appropriate equity financing method for Ihe Group and

Ihc Subscription Pricc Ihcrcundcr is fail' and rcasonablc

Coinpari'son wiih receni riglits issue Iransactions

In assessing Ihe iaimess and reasonableness o1' the Subscripiion PI'Ice. we have

also conducted all analysis on the subsci'IPIion prices of o1her I'ecent rights issue

exercises. Based on the criteria of (i) rights issues conducted by listed companies on

tile Stock EXchange; and (Ii) rights issues that had issued relevant prospectuses during

the three months prior 10 the Last Trading Day (Ihe "Comparison Review Period"),

we have identified an exhaustive list of 16 coinparable rights issues (the

' ' Coinparahles" )

While the exact terms of the Tights issues conducted by the Coinparables are

diffei'Grit and the Coinparables may have different principal business activities and

scale of operations. niarket capitalisations, prolitabiliiy and tinancial positions as

coinparcd 10 thosc of Ihc Company. wc arc of Ihc vicw that such analysis can

neverIhcless provide a Iaii' and represeniative Telerencc as 10 how the recent market

generally perceives rights issues, including their prevailing terms. We also consider

that the length of the Comparison Review Period is adequate, and can fairly and

reasonably I'cueci prevailing markei condiiions



The Inajor terms of the Tights issue conducted by tile Coinparables
summarised as below
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, This r. prcs. ills 111c discouni o1 Subscription Pricc 10 Ihc Ihcorc!ICUI CIOsiiig pricc o1 HKS0 15

PCr Adjusicd Sharc ("11cr inking In 10 "ccouni Ihc cl'itci o1' Ihc C, piia1 1<. 01uanisation) buscd

on Ihe closing price of HKS0 015 per Existing Share as quoted on Ihe SIock Excliange on Ihe

Last Trading Day

3 Tliis represents the discouni of Subscripiioii Price 10 tile Iheoreiical average closing price of

HKS0.162 per Adjusied Share trifler Iaking in10 accouni Ithe effect of tile Capiial

Reorganisation) based on the a\erage of closing prices of Ihe SITares as quoted on Ihe Stock

Excliange for 111e five pre\IOUs consecuii\. e 11'adjng days prior to 111e Announcement of

approximately HK$0.0162 per Existing Share

4 Tills TCPrcscnts Ihc prcmium o1' Subsci'ipiioii Pricc DNCr Ihc nci us 5.1 valuc o1' Ihc Company o1'

approxima!cly HKSU 025 PCr Adjustcd Shuic (assuming Ihc Capii"I It corg"nis"lion hits

become effective) based on the uriaudiied net asset value of the Company of approxiinaiely

HKS3.175.000 as at 30 June 2023 as disclosed in 111e in tel'inI repori of Ihe Company for 111e

six nionths ended 30 June 2023

We note Irom Ihe above lable that, with the exception of three Coinparables,

hcino Gainconc Holdings Limitcd, Da YU Financial Holdings Limitcd and Elifc

Holdings Limited, all the o1hei' Cumparables had sei the SIIbscripiion prices o1' IhciT

rights issues at discount 10 (i) the prevailing market closing price (the "LTD Price")

of the relevani shares on the last tradino day in relation 10 the respective rinhis issue;

(ii) the a\, erage closing price for the five consecutive trading days (the "Five Days

Average LTD Price") of the relevant shares prior 10 and up 10 the last trading day in

relation 10 the respective Tights issue; and (iii) the theoretical ex-rights price (the

"Ex-right Price") based on the LTD Price. Therefore, we consider that it is a normal

market practice for listed companies to set the subscription prices of Tights issues at a

discouni 10 the LTD Price. Ihc Five Days Avcragc LTD Price and the Ex-right Price.

so as to encourage 111eir shareholdei's' participation

Thc discount/prcmium of Ihc subsci'IPIion Driccs 10 Ihc LTD Pricc of Ihc

Cumpai'ables I'djigcd ITUm a premium o1 approximaiely 11.11% 10 a discount o1

approximately 39.58% willI mean and median of a discouni o1' approximately 16.59%

and 17.06% respectively. The discount of approximately 20.0% or the Subscription

Pricc to Ihc Ihcorctical closing pricc of Ihc Adjusicd Sharcs on Ihc Last Tradino Day

falls within the ranoe of those of the Coinparables

Thc discount/prcmium of Ihc subscription Driccs to Ihc Fivc Days Avcra, ,c LTD

Price o1' Ihc Cumparables ranged 11'0ni a pi'cmium o1 approximatcly 11.11% 10 a

discount of approximately 38.46% with Inean and Inedian of a discount of

approximately 14.99% and 18.05% ICspeciively. The discount of approximately

25.93% of the Subsci'iption Price to the theoretical average closing price of the

Adjusted Shares for the live previous consecutive trading days prior 10 the

Announcement falls within the ranoe of those of Ihe Coinparablcs



The discount/premium of the subscription prices 10 the Ex-right Price of the

Coinparables ranged from a premium or approximaiely 4.90% 10 a discount of

approximately 30.31% willI mean and median of a discount of approximately 8927.

and 7.85% respectively. The discount of approximately 10.45% of the Subscription

price 10 the Ex-righi Price lulls \\, iihin Ihc range o1' those o1' the Cumpai'ables

Despite the discounts of the Subscription Pi'ice 10 both Ihe theoretical closing

pricc of Ihc Adjustcd Sharcs on Ihc Last Trading Day. Ihc fivc days avcragc PI'10r to

the Announcement and 111e Ex-right Pi'ice are 11iolier 111aii the means and medians of

Ihe Coinparables, taking into account the financial situation and tnnding needs of the

Group as mentioned in the paragraphs headed "1.1 Financial information of the

Gi'uup" and "2.1 The luriding needs" above, ill purlicular, its consecutive loss-makinu

records and the recent deficit and net current liabilities positions coupled with the

needs of funds for developino the new business venture, we are of the view that the

discounts hcing Tclativcly highcr than Ihc incans and incdiaiTs of Ihc Coinparablcs arc

reasonable so as to encourage Qualifying Shareholders 10 participate in the Rights
Issue

When coinpai'Ing the I'especiive subscription price 10 the net asset value per

share of the Coinparables, we note that Inajoriiy are at a discount willI the exception

of imperiuiit Financial Group Limited, Universe Pi'in ishop Holdings Limited and Elite

Holdings Limited. The discount/premium of the subscription price 10 the net asset

value per share of Ihe Coinparables ranged from a premiuni of approximately 333.90%

to a discount o1 approximaicly 86.40% willI mean o1 a premium o1 approximaiely

0.79% and median of a discount of approximaiely 56,007 . TITe premium of

approximately 380.00% of the Subscription Price 10 the Company's net asset value

PCr Adjustcd Shai'c is highcr than Ihosc of Ihc Coinparablcs

From a theoretical dilution elfect perspective. the range of the Coinparables

varicd from nil to approximatcly 22.67% wiih incan and incdian of approximatcly

9.78% and 9.38% respectively. The theo1'etica! dilution ell'eci o1' Ihe Rights issue o1

approximately 17.28% falls within the range of the Coinparables. Although such

theoretical dilution is higher than the mean and median of the Crimparahles. taking

in10 account (i) such theoretical dilution level is within the 25% Ihreshold as

permitted 11nder Rule 10.44A of 111e GEM Listing Rules; and (ii) the financial

situation and the funding needs of the Group as abovementioned. we are of the view

that the 111eoi'eiical diluiion elfeci of the Rights issue is reasonable



Taking into accouni Ihc above. in particular, (1) despite the price discounts and

theoretical dilution of the RIDhis Issue are higher than the Ineans and Inedians of the

Coinparables. they are willTin the I'ange of the Coinparables and is within the

permitted threshold under the GEM Listing Rules (as the case niay be); (Ii) the

Gi'uup's consccuiive loss-making records and Ihc dellcii and net CUI'rent Iiabiliiics

positions; (iii) the Group's funding needs toI' developing Ihe new business venture;

and (iv) the fact that the Subscription Price represents a premium of approximately

380.00% to Ihc Company's nci assci valuc PCr Adjustcd Sharc. which is hiohcr than

those o1' 111e Cumpai'ables. we consider Ihc Subscription Price is lait and reasonable

3.3 Other terms

Excess applicaiion

As discussed in the "Leiter nom the Boai'd" o1' the Circular. all Qualil'ying

Shaleholders shall be entitled 10 apply, by way of excess application. for (1) the

Rights Shares representing the entitlemeni of the Non-Qualifying Shareholders which

cannot bc sold at a nct prcmium; and (Ii) any Rights Sharcs provisionally alloticd but

noi validly accepted by the Qualil'ying Shareholders or transl'erees o1' nil-paid Righis
Shares

A Shareholder who applies 10 lake lip all or pari o1' his/her/its cntiilcmeni undei

Ihe PAL and/or excess Riohts Shares undei' the EAF Inay 11nwitiingly incur an

obligation 10 make a general offer for the Shares under the Takeovers Code or cause

the public float of the Company 10 decrease to bclow 25%. Accordingly. the Rights

Issue will be niade on terms that the Company will provide for the Shareholders 10

apply on the basis that if the Rights Shares are not fully taken up, the application of

any Shareholder for his/her/its assured entitlemeni under the Rigliis Issue or excess

Rights Shares under the EAF will be scaled down 10 a level which (a) does not trigger

an obligation on part of Ihc Tclcvant Sharcholdcr 10 Inakc a gcncral offcr undcr Ihc

Takeovers Code 111 accordance 10 The note 10 Rule 10.26(2) of the GEM Listing Rules:

and (b) does not cause tile Company's public float to deci'ease 10 below 25%. Shares

subject 10 scale down \\, ill he available for application as excess RIDhts Shares to

o1hci' Qualil'ying Shareholders. any subscription monies not utilised due 10 scaled-

down application of Gritiiled Rights Shares or excess Rinhts Shares will be refunded to

the affected applicants

Among the Coinparables. seven out of 16 of the Coinparahles allow application

for excess righis shares. Therefoi'e, we consider that Ihe Rights issue which allows

application for excess Riuhts Shares and the possibility of applying for excess Righis

Shares under the Rights issue are not uncommon in the market
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Non-11nderwriiten basis of Ihe Riohis Issue

Thc Rights Issuc \\, ill proCCcd on a non-undcrwrittcn basis irrcspcctivc of Ihc

level of acceptance of provisionally allotted Rights Shares. in the event 111ai 111e

provisional allotincnts for Ihc Rights Issuc arc 1101 fully subscribed. any Rights Sharcs

not taken up by the Qualifying Shareholdei's logethei' with 111e Rights Shai'es 1101

provisionally allotted 10 the Non-Qualifying Shareholders will be made available for

excess application under the EAFs. There is no minimum subscription level or

minimum amount to he raised under the Rights issue

As the RIDhis issue is not 11nderwriiien and 11as not set a minimum subscription

amount, a Shatcholdcr who applics to Iakc Lip all or pail of his/hcr/its cntitlcmcnt

under the PAL and/o1' excess Rights Shales under tile EAF may unwiitinuly incur an

obligation to make a general offer for the Shares under the Takeovers Code or cause

the public 110ai o1' the Company 10 decrease 10 below 25%. Accordingly. the Riuhis

is snO will be niade on terms that the Company will provide for' the Snareholders to

apply on the basis that it' the Rights Shares are not fully taken lip, the application of

any Shareholder for 11is/her/its assured entitlement under the Rights Issue or excess

Rights Shares 11nder the EAF will be scaled down 10 a level \vhicli (a) docs noi ITiggei

an obligation on part of Ihe relevant Shareholder 10 make a general offer under tile

Takcovcrs Codc in accoi'dancc to Ihc noic to Rulc 10.26(2) of Ihc GEM Listing Rulcs;

and (b) does 1101 cause the Company's public float to decrease to below 25%. Shares

subject 10 scale down will be available for application as excess Rights Shares 10

other Qualifying Shareholders, any subscription monies not utilised due to The scaled-

down application of entitled Riuhts Shales or excess Rights Shares will he refunded 10

the affected applicants

Undcrwi'it ing arrangcmcni is subjcci to whcthcr Ihc Company can sccurc suitablc

underwriters at reasonable terms and costs, which is subject to. among oiliers. market

conditions at the Tele\. ant lime. We note that ten out of the 16 Coinparables were

conducted on a non-underwritten basis, implying it is not uncommon for rights issues

to PIOceed on sucli basis

in addition, as the Company is raising capital for expansion instead of

discharging 11nancial obligations o1' lull'illing a 1'01ihcoming contractual cuminiimeni.

111ere is no necessity 10 have an assured amount to be raised. Underwriting

arrangcmcnt also involvcs undcrwriting fccs which will rcducc Ihc 11ct proCCcds of Ihc

Rights Issue

Taking into account Ihai (1) the purpose of the Rights Issue is raising capiial for

expansion and even if the amount successfully Iaised is lower than initially targetcd, it

would enable Ihc Mariauemeni 10 coniinuc 10 develop its I'eccnily launched advcriisinu

e-commerce platform; and (ii) the I'act that it is not uncommon for righis issues 10

proCCcd o11 non-undci'wi'illcii basis. wc arc of Ihc vic\\, that it is fair and ICasonablc foi

the Rights Issue to proceed on a non-underwritten basis

-20-



3.4 Conclusion

Taking in 10 account the above, we are of the view that the terms of the Rights Issue
are fair and reasonable

Financial impact

11 should be noted Ihai the analysis below is for illustraiive purpose only and does not

purport 10 represent how the financial position of Ihe Grouj, will become upon completion of the

Rights Issue

4. r Net tangible assets

in terms of net tangible assets per Share, as set out in Appendix H 10 the Circular,

upon coinpleiion of the Capital Reorganisation and the Rights Issue, the uriaudited PTO

forma adjusted consolidated net Tangible assets per Share allribuiable to owners of the

Company as at 31 December 2023 would be approximately HK$0.08 (assuming all

Qualifying Shareholders have taken up the Rights Shares), representing an increase of

appi'oximaiely 700.0% as coinpai'ed to 111e unaudited pro foi'in a consolidated net tangible

assets per Share allributable 10 owners of the Company as at 31 December 2023

jinmcdiaicly aficr coinplciioii of Ihc Capital Rcorganisation but prior 10 Ihc coinplciion of

the Rights issue o1 approximaiely HK$0.01

4.2 Liq, ,idity

In terms of liquidity position, the Group 11ad casli and cash equivalents of

approximately HK$32 million. current assets of approximately HK$87 million and CUI'rent

11abiliiics of approximaicly HK$119 million as at 31 DCccmbcr 2023 rcspcciivcly, o1ving

rise 10 a curl'cni I'aiio (being curl'cni assets divided by CUI'Tent liabilities) o1' approximately

0.73 times (i. e. a net current liabilities POSiiion). immediately upon completion of the

Rights Issue. the cash and cash equivalents of the Group may increase by up 10 the amount

of net proceeds from the Rights Issue; that is up 10 approximately HKS28.74 million. in

such case, the current Tallo of the Group will potentially increase from approximately 0.73

limes 10 3.15 limes, indicating potential improvemeni from a nei current liabilities position

10 a net curreni assets position

Overall, we note that Ihe Group's financial position will improve following the Rights

4.

Issue

5. Possible dilution effect

All Qualifying Shaleholders are entitled 10 subscribe for the Rights Shares
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For those Qualifying Shareholders who lake Lip their full provisional allotments 11nder Ihe

Rights Issue, their shareholdino interesis in the Company will remain unchanged after the RIDhis
issue

Qualifying Shareholders who do not take up the Rights Issue can. subject 10 the then

PI'cvailing mai'kci conditions, consider selling Iheir nil-paid rights 10 subscribe IUT Ihe Rights

Shares in the market. However. they should note Inat their shareholdings in the Company will be

diluted upon completion of the Rights Issue. For those Qualifying Shareholders who do not take

up thcir full provisional allotincnts undor Ihc Rights issuc. Ihcir proportionalc sharcholding in Ihc

Company will be diluted

Having considei'ed (i) Ihe dilution effect is not prejudicial as all Qualifying Shareholders

are offered an equal opportunity 10 participate in the enlai'gemeni of the capital base of the

Company and Shareholders' interests ill the Coinpany will not be diluted if they elect 10 exercise

their full provisional allotments under the Rights issue; and (ii) the Qualifying Shareholders have

Ihe OPPoi'Iunily 10 realise Iheir nil-paid nohis to subscribe 101' the Righis Snares in the market,

subject 10 availability, we are of the view That the potential dilution effect on the shareholding.

which may only happen 10 the Qualifying Shareholders who decide not to subscribe for their pro-

Taia Righis Shales. is arcccpiablc and justiliable

RECOMMENDATION

Having considered the above principal I'aciors. we are o1' the \, iew Ihai (i) the letms o1' the

Rights Issue are fair and reasonable: and (ii) the Rights Issue is in the interests of the Company

and the Shareholders as a whole. Accordinoly, we recommend the Independent Board Committee

10 advise the In dependciti Shareholders to voic ill I'avuuT on Ihe resolution at the EGM in Tclation

to the Rights Issue

Mr. Chang Sean Pey ("Mr. Chang") is a Responsible Officer o1' Allus Caintal Limiied

I^^cnscd 10 cal'ry on Typo 4 (advising on A'cciiritics), Typc 6 (advising on corpoi'atc financc) and

Type 9 (asset managenieni) regulated activiiies under the SFO and permiiied 10 underlake work

as a sponsor. He is also a Responsible Officer of Altus Invesimenis Li'miled licensed 10 carry on

Type I (dealing in securilies) regulaied aciiviiy under Ihe SFO. Mr. Chang has over 25 years of

experience in banking, corporale finance advisoiy and inves!nien! managemeni. in pariicular. he

has panici:paled in sponsorship work for Initial public offermus and acied as financial adviser or

illdepeiiden1 1111ancial adviser in vanous corporate 1111ance advisory Iransactioiis

Yours faithfully,
For and o11 behalf of

Altus Capital Limited

Ch rig Sea Pey

Responsible 0111cer

I
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