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Important Notices

This report has been compiled by Frank Forensic and Corporate Recovery Limited
{“Frank Recovery”) based on documents and information provided by China U-Ton
Future Space Industrial Group Holdings Limited {In Liquidation) {the “Company”,
together with its subsidiaries, the “Group”). The scope of work underlying the report
is different from that of an audit and it cannot, therefore, be relied upon to provide the

same level of assurance as an audit.

The accuracy of a report of this nature is primarily dependent on the accuracy and
completeness of the information provided by the Company and the representations
given to Frank Recovery, The staff of Frank Recovery have not verified the veracity of
the information on which this report is based. Frank Recovery is, therefore, not in a
position to give assurance as to the accuracy or completeness of this report given the

limitations on scope and available information as disclosed herein.

This report content is solely for the use of the special investigation committee of the
Company (“SIC”} which was established in August 2022, comprising the independent
non-executive directors, namely Mr. Mok Hon Kwong Thomas and Mr. Ma Yu-heng and
the executive director of the Company, Mr. Mok Kwan Leong. No part of this report can
be included or referenced in any document without a prior written approval by Frank
Recovery. Frank Recovery does not accept any liability and/or will not be held
responsible In any circumstances for any losses incurred by any third party as a result

of reliance on the contents of this report,

The analyses and conclusions presented in this report are not to be used for any other
purposes, In any other context or by any other person except for the purposes

described in Section D herein,
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Possession of this report does not imply a permission to publish the same or any part
thereof. No part of this report is to be communicated to the public by means of
advertising, news releases, sales and promotion materials or any other forms of media

without the prior written consent and approval of Frank Recovery.
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Definitions

Application The criminal case acceptance monitoring application (517
22 B i i ) dated 24 June 2022 submitted by U-Ton
Beijing to the Police in mainland China

Arrangement The appointment of Guo, under the supervision of Sun, to act

as the legal representative in U-Ton Beijing and as the sole

bank signatory of Citic Bank Account

Available Documents The documents set out in Appendix 1

Authorisation Letter An authorisation letter dated 2 January 2020

BEA Bank Account The bank account of U-Ton Beijing maintained with Bank of
East Asia
Reijing Yin Ao Beijing Yin Ao Law Firm (JL5T AT 6 BRELTIZE & FIT), a PRC law

firm engaged by the Company

Beijing Future Space Beijing Future Space Zhizhai Technology Company Limited
(6 g2 A sfe e ) B B RCA IR 24 1), incorporated on 30

June 2015 in the PRC with limited liability
Beljing Xinan Beijing Xinan Hengcheng Trading Co., Lid. (3L 5{E2HE RS
FHHMR Y E]), incorporated on 3 April 2015 in the PRC with

limited liability

Citic Bank Account A bank account of U-Ton Beijing with Citic Bank with account

number 8110701012401965401 on 20 August 2020

Company China U-Ton Future Space Industrial Group Holdings Limited
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(In Liquidation) (HKEX stock code: 6168), incorporated in

Cayman Islands with limited fiability

Delegation Letter A defegation of payment letter ({3 5k Zgt. 8 )dated 15 August

2020 and issued by Xin Jiang Bo Run

Deng Mz Deng Mingshan (N3H33), husband of Guo

HKEX The Stock Exchange of Hong Kong Limited

Frank Recovery Messrs. Frank Farensic and Corporate Recovery Limited

Group The Company together with its subsidiary and associate
compantes

Guo Guo Yezi (5T}, former legal representative, executive

director and general manager of U-Ton Beljing she is also wife

of Deng

interviews Interviews of the Relevant Persons conducted by Frank
Recovery

Jiang Jiang Changaing {2517, executive director, chairman and

co-founder of the Company

Jang Interview Interview of Jiang conducted by Frank Recovery held on 24

October 2022

Jubang Jiujiu Beijing Jubang Hujiu investment Management Co., Ltd. (15T
Ht 304 g IS IIA IR 2L E]), incorporated on 28 October

2014 in the PRC with limited liability



> ) FRANK RECOVERY

MOou A memorandum of understanding dated 3 January 2020
entered into between the Company, Xin Jiang Bo Run and

Beljing Future Space

Pang Ms. Cathy Pang, Chief Financial Officer of Well Alliance
Management Limited, the compliance advisor to the

Company

Potential Cooperation A potential business cooperation with an independent
investor, namely, Xin Jiang Bo Run and a company, namely,
Beijing Future Space principally engaged in the green and
smart building materials, decoration and renovatien business

in the PRC

Purported Cooperation  An undated #5745 {Eiak purportedly entered between U-

Agreement Ton Beijing as party A and Beijing Future Space as party B
Purported New The new business of trading of green and smart building
Business materials, decoration and renovation business of U-Ton

Beljing under the Purported Cooperation Agreement
Relevant Period The period from 1 January 2020 to 31 August 2020

Sic Special Investigation Committee of the Company sei up by

the Board of Directors on 22 August 2022

Subscription Shares 417,269,077 ordinary shares of the Company issued to Xin

Jiang Bo Run in accorcance with the Subscription Agreement

Subscription The ailotment of 417,269,077 Subscription Shares at the
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subscription price of HKS$0.31 per Subscription Share

pursuant to the Subscription Agreement

Subscription A subscription agreement dated 23 April 2020 entered into
Agreement between the Company and Xin Jiang Bo Run
Subscription Money The gross proceeds from the Subscription  of

HK$129,353,413.87, equivalent  to  approximately

RMB116,819,068.67

Sun Sun Xiao{Fifi), authorised representative of Xian Jiang Bo
Run

Transition Period The period between the date of signing of the Subscription

Agreement and the date of payment of the Subscription

Money

U-Ton Beijing U-Ton Future Space {Beijing) Technology Development Ltd.
(thagAdEE (JEE) PHYAREERAE), Incorporated
on 25 March 2013 in the PRC with limited liability and is

wholly-owned by U-Ton Hong Kong

U-Ton Hong Kong China U-Ton (Hong Kong) timited (ch{EI(K3#@ (F#) BIRA
), incorporated on 1 February 2013 in Hong Kong with
limited liability and an indirect wholly-owned subsidiary of

the Company

Unauthorised Transfers  The transfer the Subscription Money to Bejing Xinan on 21

August 2020



Xin Jiang Bo Run or

the Subscriber

Ye

Ye Interview

Yuen

Zhao
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Xin Jiang Bo Run Investment Holding Holdings Limited (¥758
e S R I AR F R\ 51 incorporated on 20 September
2011 in the PRC with limited liability and is a state-owned
enterprise and wholly-owned by Urumgi Gangquanbao
Economic and Technological Development Zone (Industrial
Zone) Finance Bureau { SR H RS FIOAH A (T
W) BUR)

Susan Yu Ye Chen alias Susan Ye (M4 alias I Fg),

representative of Jiang

interview of Ye conducted by Erank Recovery heid on 24

October 2022

Yuen Tsz Chun, Frank, Managing Director of Frank Recovery

Zhao Feng (#AllE), executive director of the Company
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Appointment

Frank Recovery has been appointed by the Special Investigation Committee of the
Company to prepare a report on the issues as detailed in Section D of this report. This
report Is compiled under the supervision of our Managing Director, Yuen Tsz Chun,

Frank ("Yuen’), to set out our findings.

The curriculum vitae of Yuen is appended at Appendix 16.
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Introduction

Description of the Assignment

Frank Recovery has been appointed by the Company to provide a report for the
investigation of the Subscription pursuant to the engagement letter dated 12 October

2022 which are reproduced helow.

- Conducting inquiry and review on the accounts, documents and records of the

Company in refation to the Subscription; and

- Attending interviews and making enquiries with the appropriate management of
the Company and/or the relevant persons to obtain information in relation to the

Subscription.

Declaration of Independence

To the best of our knowledge and belief, the reported analyses, opinions, and
concluslons are limited only by the reported assumptions and limiting conditions
outlined below. Frank Recovery has no present or prospective interest in the property
that is the subject of this report, and Frank Recovery has no personai relations or
interests with respect to the parties involved. Frank Recovery has no bias with respect
to the properties that are the subject of this report or to the parties involved with this
assignment. Our professional fee is not contingent on any actions or events resulting

from the analyses, opinions, conclusions in, or the use of this report.

-10-
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11,
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Sources of Information and Documents

For the purpose of this assignment, Frank Recovery has been provided with the

documents set out in Appendix 1 (the “Available Documents”).
Statement of Limiting Conditions
This report relies upon the following contingent and limiting conditions:

a. Frank Recovery has relied on the information, documentation and
representations provided to it by the Comparny. Frank Recovery has assumed that
such information and documentation are true and accurate at the time they were
provided and continue to be so on the date of this report, and that all available
information relevant to addressing the Issues has been provided to Frank
Recovery. However, Frank Recovery offers no assurance as to the accuracy

thereof,

b,  The information and documents including internal correspondence among

the directors and staff are limited to the Available Documents.

c.  Frank Recovery has invited the then directors of the Company and those
individuals involved in the Subscription at the material time whom we believe
could provide information to attend interview. Only four invitees have
attended interviews as at the date hereof. The details of the interviews will

he discussed in Section H below.

d.  The extracted Wechat conversations between various individuals who were
involved In the Subscription were provided by the Company, SIC and the
representatives of iang. We have not conducted a forensic discovery on the
devices storing the Wechat conversations. We offer no assurance as to the

accuracy and completeness thereof.

S11-
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Frank Recovery assumes no responsibility for any legal matters including, but not

timited to, legal or title concerns.

Our opinion and analyses given in this report are based on the limited and
incomplete information and documentation made available to Frank Recovery
and subject to time constraint., Should other new documents or additional
information become available and additional Invitees attend interviews, we may
need to reconsider our opinions expressed herein and this could lead to a revision
of our opinions in whele or in part in this report. As such, Frank Recovery

expressly reserve all its rights in this regard.

-12 -
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13.

14.

15,

Background Information

The Company was incorporated in the Cayman Islands on 7 March 2011 and its shares
were listed on the GEM Board of the Stock Exchange of Hong Kong Limited (the “HKEX")
on 12 June 2012 and subsequently listed on the Main Boérd of the HKEX on 1 August
2014 {HKEX stock code: 6168).

According to the Company's interim report for the six months ended 30 June 2020, the
principal activities of the Group were provision of design, deployment and
maintenance of optical fibers services, other communication networks services,
environmentally intelligent technical products and services, and money lending

services.

On 23 April 2020, the Company entered into a subscription agreement (“Subscription
Agreement”) {Appendix 2) with the ¥TiE#RIGE AT EIR 22 5] (“Xin Jiang Bo Run”
or the “Subscriber”) pursuant to which the Subscriber conditionally agreed to subscribe
for, and the Company conditionally agreed to allot and issue 417,269,077 new shares
of the Company at the subscription price of HKS$0.31 per new share {the
“Subscription”). The gross proceeds from the Subscription was in the sum of
HK$129,353,413.87 equivalent to approximately RMB116,819,068.67 (“Subscription

Money"”).

An organisational chart showing the ownership of U-Ton Beijing is as follows.

-13-
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Ownership chart of U-Ton Beijing

mcorporatad In

Cayman
Islands

Y]

Note

Chalrman
Jiang Changalng (<)

100%

FRANK RECOVERY

Bright Warm Limited

Public shareholders

BRI

18.95%

China UI-Ton Future Space Industrial Group Holdings Ltd
chE (3l sz U R TR R A R AT

Note 1

B1.05%

100%

China U-Ton international Etd

100%

1. The Company was ordered to be wound up by the High Court of Hong Kong on 5 May 2021.

14 -
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F Work Perfoermed

17. To investigate the Issues, we performed the following work:
a. Reviewed the Available Documents;
b.  Arranged and conducted interviews with those persons involved in or related to
the Subscription including directors of the Company during the period from 1

January 2020 to 31 August 2020 {the “Relevant Period”); and

c Performed background searches on the relevant companies and relevant

individuals in the public domain.

-16 -
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18.

18,

20.

G2

21,

The Subscription

Strategic Cooperation Memorandum

On 3 January 2020, the Company entered into a memorandum of understanding {the
“MOU”") |Appendix 3} for a purported potential business cooperation (the “Potential
Cooperation”} with an independent investor, namely, Xin Jiang Bo Run and a company,
namely, b 51K 22 25 (48 2 Bl 4% H IR 42 §) (“Beijing Future Space”) principally
engaged in trading of green and smart building materials, decoration and renovation

husiness in the mainland China.

The Company considered that the Potential Cooperation was in line with the business
development strategies and planning of the Group, and offered good opportunities for
U-Ton Beijing to expand its business to trading of green and smart building materials,

decoration and renovation business (the “Purported New Business”}.

According to the authorisation letter dated 2 January 2020 {the “Authorisation Letter”)
{Appendix 4), Mr. Sun Xiao {“FhG{") (“Sun”) was authorised by Xin Jiang Bo Run to
represent it to handle the Potential Cooperation. The Authorisation Letter was affixed
with the company chop of Xin Jiang Bo Run. Sun was authorised to represent Xin Jiang
Bo Run to negotiate, draft, witness, sign, receive and serve documents to the Company
and {BE e i (3ha0) BHE 8 EAIRAE ("U-Ton Beiling”). Sun was also
authorised to represent Xin Jiang Bo Run to handover, preserve and monitor the
certificate, company chop, bank accounts of U-Ton Beijing and to approve the receipts

and payments of U-Ton Beijing.
Xin Jiang Bo Run

According to the company search conducted on 17 October 2022, Xin Jiang Bo Run was
incorporated on 20 September 2011, Its principal activities are “ e B AT H R

SRR IR K (T ) WEGR (EEHFEBERERE) MISNMEL

-17 -

) FRANK RECOVERY



G3

22,

G4

23.

G5

24,

25,

MESEB VAT - RS E TR BRI ERE
T s R Harg RS - (RCABUSILANTIM R » f2AE5E0 MR
HEIFFRELRE G AN ) . Itis wholly-owned by & ARFTHREBLFHNATAK (1
W) BT (EE = BT 6 . Its current legal representative is 5%
.

Beljing Future Space

According to the company search conducted on 17 October 2022, Beijing Future Space

was incorporated on 30 June 2015, Its principal activities are BIEHFTRITE AR F
Al BT RIRI R S~ BRI RS ~ BRI IR & and 4
#% own 51% and 49% of the capital of Beijing Future Space, respectively. Its current

legal representative is Y445,

Subscription Agreement

On 23 April 2020, the Company purportedly entered into the Subscription Agreement
(Appendix 2) with Xin Jiang Bo Run. Pursuant to which Xin Jiang Bo Run conditionally
agreed to subscribe for and the Company conditionally agreed to allot and issue
417,269,077 ordinary shares {“Subscription Shares”) at the subscription price of
HK$0.31 per share.

Purported Business Cooperation Agreement

After signing of the Subscription Agreement, U-Ton Beijing as party A and Beijing
Future Space as party B purportedly entered into an undated #2¥% & {F fh it
(“Purported Cooperation Agreement”) (Appendix 5) to expedite the development of

the Purported New Business.

According to the company search conducted on 17 October 2022, U-Ton Beijing was

incorporated on 25 March 2013, Its principal activities are 0TI ARl -

-18 -
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Gb6

27,
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i FORLRIR AL - AR gl « ARG IR 4 . ttis wholly
owned by China U-Ton {Hong Kong) Limited which is a wholly-owned subsidiary of the

1 5t

Company. lts current legal representative is ZE 7%,

The principal terms of the Purported Cooperation Agreement provided, among others,

the follows:

o

Beijing Future Space’s business operation was to be transferred to U-Ton Beijing.

b, The funding for development of the Purported New Business was agreed to be
sourced from the Company’s allotments of its new shares to Xin liang Bo Run,

The expected funding amount is RMB200 million.

c.  The management team, supply chain, current and potential customers was to be

transferred from Beijing Future Space to U-Ton Beijing.

d.  Beijing Future Space would share 49% of the profit generated from the Purported

New Business,

e, The interests of Beijing Future Space In the Purported New Business would be
acquired by U-Ton Beijing and the consideration was satisfied by issuing new

shares in U-Ton Beijing to Beijing Future Space.
Change of legal representative of U-Ton Beijing

By a shareholder’s resolution of U-Ton Belijing dated 9 June 2020 (Appendix 6}, it was
resoived, among others, B[ifof4i1 was removed as executive director of U-Ton Beijing
and Ms. Guo Yezi{F{#F) (“Guo”) was appointed in her piace. Subsequently, Guo
opened a bank account of U-Toen Beijing with Citic Bank with account number

8110701012401965401 on 20 August 2020 {“Citic Bank Account”}.

.19
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G7

29.

30,

31,

G8

32.

GS

33,
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Accaording to the bank account opening form of the Citic Bank Account dated 20 August
2020 (Appendix 7), Guo, as legal representative of U-Ton Beijing, opened the Citic Bank

Account and was the sole authorised signatory.
Completion of the Subscription

According to Clause 3.1 6f the Subscription Agreement, the Subscription Money should

be paid into the bank account designated by the Company.

On 15 August 2020, Xin Jiang Bo Run issued a delegation of payment letter ({fZIZ5E
#Y) (the “Delegation Letter”) (Appendix 8) to Jubang Jiujiu, appointing 3L FEFEA
AL EAEIRATR A0 F) (“Jubang Jiujiu”) to pay on behalf of the Xin Jiang Bo Run, the
Subscription Money for the 417,269,077 Subscription Shares to the Citic Bank Account.
According to the Delegation Letter, the delegation was only valid for the period from

15 August 2020 to 21 August 2020,

On 21 August 2020, the Subscription Money was received by U-Ton Beijing irom Jubang
Jiujiu, the paying agent of Xin Jiang Bo Run. According to the Company’s
announcement dated 21 August 2020, the Subscription was completed on the same

date,

Payments to Beijing Xinan

On 21 August 2020, the Subscription Money was transferred to a bank account of J[;
5 {92 1E B RS W O IR & 7] (“Beijing Xinan”) by three bank transfers (the
“Unauthorised Transfers”).

Actions talen by the Company

in the announcement of the Company dated 16 September 2022, it was stated that the

Company through its legal advisor had taken varlous actions ih respect of the

220 -
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Unauthorised Transfer and received response from Guo. The relevant passages therein

are reproduced below:

- “On 2 December 2020, the Litigation Lawyer [Beijing Yin Ao] issued a legal letter to
Beijing Xinan, requesting, among other things, to return the Subscription Amount

plus interest to the Group. The Legal Letter was later returned by China Post.”

- “On 29 January 2021, the Litigation Lawyer [Beijing Yin Aoj issued a legal letter to
Ms. Guo, requesting, among other things, to return the Subscription Amount plus

interest to the Company.”

- “On 7 February 2021, Ms. Guo issued a letter in reply to the Litigation Lawyer, in
which Ms. Guo claimed that she transferred the Subscription Amount to Bejjing
Xinan as she received a notice (the "Notice”) from Jubang liujiu that the
Subscription Amount was mistakenly transferred to U-Ton Beijing and lubang Jiujiu

requested U-Ton Belfing to return the said amount to a specified account.”

- "On 26 September 2021, the Litigation Lawyer issued a legal letter to Jubang Jiujiu,
requesting, among other things, to confirm whether it has issued the Notice as
claimed in Ms. Guo’s reply letter dated 7 February 2021, The Legal Letter was later

returned by China Post.”

- “On 27 June 2022, the Litigation Lawyer issued a legal letter to the Subscriber,
making enquiry to the Subscriber on, among other things, the Transfers to Beijing

Xinan.”

According to the indictment (§%54543) dated 8 April 2021 {Appendix 9), U-Ton Beijing
authorised Beijing Yin Ao to report the Unauthorised Transfers against Guo to AT

SR 4\ 92, According to the internal records of the Company, It Is noted that Jf;

-21-



35.

36,

37.

U S 292 issued a notice of non-acceptance for case-filing in respect of the

indictment on 9 March 2022.

On 24 June 2022, U-Ton Beijing submitted a criminal case acceptance monitoring
application (| 95 37 % 5 B W 3% 49) (“Application”} {Appendix 10} to the
Procuratorate in Tongzhou against 11517 38 MR 2222 g in respect of the non-
acceptar.wce of the case-filing against Guo and Sun. According to the Application, the
board of the Company reported the Unauthorised Transfers to the police in mainland
China on 11 January 2022. On 9 March 2022, the police in mainland China issued @

notice of non-acceptance for case-filing (“<- 717 2L H03).

The status of the Company’s report to the regulatory authorities on the Unauthorised
Transfers was stated in the announcement of the Company dated 16 September 2022

which is reproduced below.

“Since April 2021, the Group has been communicating with the relevant police and
judiciary authorities regarding the suspected misappropriation of the Subscription
Amount by Ms. Guo. To the best knowledge of the Company, the case was still under

investigation of the refevant authorities as at the date of this announcement.”

Interviews with the Relevant Persons

Frank Recovery has written to the then directors of the Company during the Relevant
Period and individuals who were involved in the Subscription (Collectively,
the “Relevant Persons”) mviting them to attend interviews (the “Interviews”). The

responses from them are set out in Table 2 below.

S99
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Table 2: Responses from the Relevant Persons

@ FRANK RECOVERY

Response from
Invitation sent | the Relevant
No. Name Position on Persons
1 GUO Yezi | Bii{biAcsze al(Jt g))fHE4 | 18 October 2022 | No reply has
(FH) | BHRARMTES - AFNA been received
L3 AR AT as of the date
| of this report.
pi LU Wenxiu | LB EHENEFREERRL | 18 October 2022 | No reply has
G5’ L E M AR heen received
as of the date
of this report.
3 JIANG P ER A SR 2E (Rl $E 1% | 18 October 2022 | Attended an
Changqging | FETR 2 ) B interview on 24
(Fe ) October 2022.
4 | ZHAO Feng | PFE{EHEA Jeze P L £ 7% | 18 October 2022 | Attended an
(A ) HfE N T T E interview on 26
{"Mr. October 2022,
ZHAO"}
5 ZHANG | LB IR 2 A G BRI AERR Y | 18 October 2022 | Mail returned
Guangwen | H], JL5I(EZFEB R EIR O on 27 October
BRAESD) | B) kEREA 2022.
6 | SUNYancun | JdEFm A A3 HAEBAHRAY | 18 October 2022 | No reply has
UNETF) | 7, JEs (e E s s A IR A been received
EiAE:! as of the date
of this report,

.93 .




7 | LIU Xuedong | s mEie gt HIR AT 18 October 2022 | No reply has
CHEEBR) | EEREA been received
as of the date
of this report.

8 CAO 1581k seze [ A BHE IR | 18 October 2022 | No reply has
Chengguang | & been received
(R ¥) as of the date
of this report.

g YE Yu oy ] 388 sk 2 (8] L B2 192 | 18 October 2022 | Attended an

(IH-§F) BRI IRNE] BT interview an 24

October 2022.

10 SUN Xjao | i it st iy AR T | 18 October 2022 | No reply has
{(FRIF) = been received
as of the date
of this report.

11 | CathyPang | The Company's compliance 24 October 2022 | Attended an

(F2EL%) | advisor interview on 26

October 2022

12 | MENG Fanlin | Director of China U-Ton Future | 26 October 2022 | No reply has
(ZER) | Space Industrial Group Holdings been received
Ltd as of the date
of this report.

13 | WANG Haiyu | Director of China U-Ton Future | 26 October 2022 | No reply has
(FEE) | Space Industrial Group Holdings been received
Ltd as of the date
of this report.

14 ) Huifang | Director of China U-Ton Future | 26 October 2022 | No reply has
(i+Z235) | Space Industrial Group Holdings been received

Ltd

as of the date

of this report.

-4 -
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15 | GE Lingyue | Director of China U-Ton Future | 26 October 2022 | No reply has
(B8 1EK) | Space Industrial Group Holdings been received
Ltd as of the date
-of this report.

16 | LIU Jianzhou | Director of China U-Ton Future | 26 October 2022 | No reply has
SR Space Industrial Group Holdings been received
Ltd as of the date
of this report.

17 CHEN Director of China U-Ton Future | 26 October 2022 | No reply has
Qizheng Space industrial Group Holdings been recelved
(M5 | Lud as of the date
of this report.

18 LIU Zhen Director of China U-Ton Future | 26 October 2022 | No reply has
(1] 72=) Space Industrial Group Holdings peen received
Ltd as of the date
of this report.

19 TENG Xun | Director of China U-Ton Future | 26 October 2022 | No reply has
i) Space Industrial Group Holdings been received
Ltd as of the date
of this report.

20 | WU Hanpu | Director of China U-Ton Future | 26 October 2022 | No reply has
(Z1¥¥) | Space Industrial Group Holdings been received
Ltd as of the date
of this report.

21 Lt Xiaohui Director of China U-Ton Future | 26 October 2022 | No reply has
(H=REE) | Space Industrial Group Holdings been received

Lid
(Date of Cessation: 1 luly 2020}

as of the date

of this report.
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38.

39,

40.

H2

41.

42,

43,

44,

Interview with Zhao, Executive Director of the Company

On 26 October 2022, Zhao attended an interview conducted by Frank Recovery

through videc conference.

Zhao alleged that he had visited the office Xin Jiang Bo Run located in Urumgl together
with Jiang in 2019 to meet the then legal representative of Xin Jiang Bo Run, Mr. A

#R to discuss the Potential Cooperation,

Zhao also alleged that he was mainiy' responsible for the administrative work such as
accounting, tax, secretarial, external communications, etc, for those subsidiary
companies of the Company based in Hong Kong. He did not handle the Subscription

exercise,
Interview with Cathy Pang, the CFO of Well Alliance Management Ltd

On 26 October 2022, Cathy Pang (“Pang”} attended an interview conducted by Frank

Recovery through video conference.

Weil Alliance Management Limited of which Pang was the CFO, was the compliance
advisor to the Company. Pang’s role was to advise on matters concerning compliance
of Listing Rules which included liaising with legal advisors and reviewing the draft

announcement prepared by legal advisors,

Pang afleged that she had been instructed by the Company to follow up on the

completion of Subscription and the payment of Subscription Money.

Pang alleged that she had been informed by the Company that the Subscription Money
was deposited into the bank account of U-Ton Beijing on 21 August 2020. However,
she had not been told that the Subscription Money was transferred to Belling Xinan on

the same date.

Z76 -
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45.

H3

46,

47.

48,

Pang alleged that she had advised the Company to publish an announcement to inform
the shareholders of the Company about the Unauthorised Transfers. But, the Company
responded to her that the Unauthorised Transfers were under the investigation of the
regulatory authorities, and it was not appropriate to issue an announcement at the

time.

Interview with Susan Ye {IHFR), the representative of Jiang

On 24 October 2022, Susan Ye (“Ye") attended an Interview conducted by Frank

Recovery through video conference {“Ye Interview”).

In the Ye Interview, she alleged that prior to June 2020, Jliang was responsible for
handling the cooperation between the Group, Xin Jiang Bo Run and Beljing Future
Space. InJune 2020, liang left mainland China and no longer dealt with the matters
regarding the cooperation between the Group, Xin Jiang Bo Run and Beijing Future
Space in the PRC. She was requested by Jiang to act as his representative to assist him
in dealing with all compliance matters, in particular internal control polices and
financial reporting. She further alleged that she was only responsible for tax and legal
matters of U-Ton Beijing but not the business operation of U-Ton Beljing. Apart from
her appointment as the representative of Jiang, she held no formal position in the

Group.

Ye further alleged that:

a. Management of the Company had conducted search en Xin Jiang Bo Run in the
National Enterprise Credit Information Publicity System against before the
payment of the Subscription Money. Ye advised that accordlng to the search, Xin
Jiang Bo Run was a state-owned enterprise and wholly-owned by 1 57 EBRATELR).
The responsible officer of Xin Jiang Bo Run was a Mr. 5ili who was also the

secretary for management committee (54 @ Bil).
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A Mr. 7% 3% was the legal representative while Deng Mingshan (3505 3%)
("Deng”) was the actual controlling person of Beljing Future Space. Deng and
Guo were married couple. There was a chat group created in Wechat to discuss
the Subscription and Potential Cooperation among its participants including

Deng.

Sun was the authorised representative of Xin Jiang Bo Run. liang and Zhao
attended the office of Xin Jiang Bo Run in Xin Jiang to meet Sun in early 2020. Ye
had a meeting with Sun and Deng thereafter to discuss the Subscription and the

Potential Cooperation. In addition to Sun, a Ms. Z24§ also claimed to be the

authorised representative of Xin Jiang Bo Run,

A due diligence on the background of Guo was conducted to ascertain among
others whether Guo was involved in any litigations through an official channel of
which she did not recall its name, before the appointment of Guo as the legal
representative of U-Ton Beijing. As far as she could recall, the due ditigence
indicated that Guo was not involved In any litigation and was not a dishonest
judgment debtor, After the completion of the Subscription on 21 August 2020,
the Company had engaged AT RIS %P7, a PRC lawyer, to conduct another
due diligence on Guo and provided the same findings as per the previous due

diligence.

Ye was not sure if there were any business activities at the time of commencing
the cooperation between the Group and Beijing Future Space. At the time that
Yen was appointed as the representative of Jiang in June 2020, U-Ton Beijing was
a company within the Group and did not have any business activities. Jiang
considered that U-Ton Beijing was a suitable corporate vehicle to take over the
business of Beijing Future Space, which was subject to the approval of the
Company. Her understanding was that U-Ton Beijing had not commenced

business when she was appointed as the representative of Jiang in June 2020.
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According to Ye, due to the COVID-19 pandemic, the Purported Cooperation
Agreement with Beljing Future Space was electronically signed by the parties, but

undated.

In respect of the arrangement for Guo, under the supervision of Sun, to be appointed
as legal representative of U-ton Beijing and sole bank signatory of the Citic Bank

Account (“Arrangement”), Ye alleged the follows:

a. The Arrangement was made upon the request of Sun, being the authorised
representative of Xin Jiang Bo Run during the period between the date of sighing
the Subscription Agreement and the date of payment of the Subscription Money
{“Transition Period”). During the Transition Period, Sun held a position in U-Ton

Beijing as deputy general manager and investment director,
b.  The Company agreed with the Arrangement due to the following reasons;

(i)  Xin Jiang Bo Run would become one of the five major shareholders of the
Company after the Subscription. Ye was of the view that it was common
for an investor to appoint its representative (i.e. Sun) to oversee its

investment,

(i) Guo was supervised by Sun. They were two independent parties. There

was certain controls over Guo's act.

(i) The Subscription Agreement and Purported Cooperation Agreement were
duly signed. The Company considered that despite appointing Guo as legal
representative and her possession of the company chop of U-Ton Beijing,
the Company as the major shareholder could still exercise control over U-
Ton Beijing in accordance with the Subscription Agreement and Purported

Cooperatlon Agreement,
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51 In respect of the transfer of Subscription Money into Citic Bank Account, Ye aileged

that;

a.  She had once questioned the necessity of the opening of the Citic Bank Account
while U-Ton Beijing aiready had a bank account with Bank of East Asia (“BEA Bank
Account”). She had also raised to the working group that the change of legal
representative of U-Ton Beijing hinder withdrawal of funds from BEA Bank
Account as there were internal procedure for Bank of East Asia to update the
change, but it would not affect depositing funds into the BEA Bank Account.

However, her advice was not taken;

b,  Given Xin Jiang Bo Run is a state-owned enterprise, it was impossible to conduct
due diligence on its source of fund to pay the Subscription Money. Even the
Company intended to conduct an investigation, the Company had no expertise
to ascertain if the Subscription was involved in any money laundering activities.
Her understanding was that only regulatory bodies in mainland China with the

statutory authorities and powers could conduct such investigation;

¢.  She was only informed by Pang that the Subscription Money was paid by a paying
agent instead of Xin Jiang Bo Run on 21 August 2020. Once she became aware
of the Delegation Letter, she made an enquiry to the internai legal department
to confirm if it was acceptable for the paying agent to pay the Subscription Money.

The internal legal department confirmed it was acceptable.

-30 -



> ) FRANK RECOVERY

d.  Around 11:00 am on 21 August 2020, Sun provided a screenshot showing the

deposit of the Subseription Money into Citic Bank Account.
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52. In respect of the Unauthorised Transfers, Ye alleged that:

a.  After the Subscription Money was paid into Citic Bank Account, the Company
made a request to U-Ton Beijing to transfer a sum of RMB16million to the

Company as agreed. Sun replied that it was not right timing to make the transfer.

b.  She asked XI5, who was the finance officer of Beijing Yourui liahe Electronic
Technology Company Limited, a follow subsidiary of U-Ton Beijing, overseeing
the subsidiary companies of the Company based in mainland China including U-
Ton Beijing, to provide the bank statement of Citic Bank Account for August 2020.
After recelving the bank statement of August 2020 in or about September 2020,

she found out the Unauthorised Transfers.
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¢.  Guo did not notify her about the Subscription Money was transferred to Beljing

Xinan.

d.  On 15 September 2020, U-Ton Hong Kong issued a notice to suspend Guo from
acting as the legal representative, executive director and general manager of U-
Ton Beijing. Both Sun and Guo signed on the notice to acknowledge their

responsibilities for the Unauthorised Transfers.

e, On 20 October 2020, it was resolved by U-Ton Beijing to remove Guo as the legal

representative, executive director and general manager of U-Ton Beijing.

f. On 19 October 2020, Beljing Yin Ao issued letters to jubang liujfiu and Beijing
Xinan requesting an explanation of the Unauthorised Transfers. Staff of Beijing
Yin Ao also made a visit to the offices of Jubang Jiujiu and Beijing Xinan but found

out they did not exist.

E. Beifing Yin Ao had issued a letter to Guo requesting an explanation of the
Unauthorised Transfers. On 7 February 2021, Guo replied that the Subscription

Money was paid to Bejing Xinan in accordance with a request from Jubang liujiu.

h.  After the Unauthorised Transfers was uncovered, management of the Company
made enquiry with Xin Jiang Bo Run in October 2020. Xin Jiang Bo Run only made
a response in July 2022 alleging that no authorisation was given to Sun to deal
with the Subscription; the signatories and company stamps affixed on the
Subscription Agreement and the relevant documents were forged; and they had

no knowledge of the Unauthorised Transfers.

Ye alleged that the Company enquired with the Police In mainland China in around
September 2020 if it can file the complaint under the charge of misappropriation of
funds. Police in mainland China advised them that under * dhiE A RN 30

" itis necessary to prove the funds being misappropriated has been misa ppropriated
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for over 3 months. Therefore, their report to Police was not accepted at that time.

At the end of the Ye Interview, Ye alleged that given the Group had already filed a report
on potential conspiracy to defraud to Court in mainland China, it would not be
appropriate to make further contact with Guo, Deng, Sun and Xin Jiang Bo Run and

demand return of the Subscription Money.
{nterview with Jiang Changging (38-5-57), the executive director of the Group

On 24 October 2022, liang Changging (3% B F) (“Nang”) attended an interview

conducted by Frank Recovery through video conference (“fiang Interview”).

In the Jiang Interview, he advised that he was an executive director, a major
shareholder and a co-founder of the Company. He caused the shares of the Company
to be listed on HKEX in 2012. Due to business commitments, he travelled to Bangkok,
Thailand in February 2020. Due to the COVID-19 pandemic and travel restrictions in
2020, he was not able to return to mainland China. In this regard, Jiang authorised Ye
to deal with the Subscription and Potential Cooperation together with Zhao. lJiang had

communicated with Ye regularly on the said matters,
Jiang alleged that:

a. Jiang alleged that he enrolled in an EMBA course in Peking University. He was
invited by colleagues to visit certain well-established companies, one of which
was Beljing Future Space, in Beijing. He was acquainted with Deng in that visit.
By invitation of Deng, liang subsequently also visited the office of Beijing Future
Space two to three times and attended two product introduction events in 2019.
During the visits, he noticed that there were 400 to 500 staff working in the office.
He was advised that the annual turnover of Beijing Future Space was around

RMB300 million to RMB500 million.
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b.  Jang alleged that Deng introduced Sun to him. Sun was the authorised
representative and the only contact person of Xin Jiang Bo Run. His fast

communication with Sun was on 31 January 2021.

C. The Group had conducted search on Xin Jiang Bo Run in National Enterprise
Credit Information Publicity System. Xin lJiang Bo Run was a state-owned
enterprise and wholly owned by H R B/ FJ5. Jiang made a visit to the office

of Xin Jiang Bo Run trying to meet a Mr, FIPIFR, a senior officer of Xin Jiang Bo

Run, However, Mr. ER1A4R was not in the office at the time,

d. Jiang did not personally acquaint with #4111, Sun sent Jiang a screenshot showing
the conversation between Sun and %Ll demonstrating that % il paid close
attention to the Subscription. The Group had conducted online search on ikl
and noticed that 7%11] was the secretary to management committee (BZE &5

i b

i) in Ganguanbao Industrial Zone {Economic Development Zone) (B 5 BT

<) in Urumgi, Xin Jiang Uygur Autonomous Region, the PRC.

e.  Jiang advised he was not acquainted with Guo, Accordance to Jiang’s recollection,
Deng introduced his wife, Guo, to him around one month before the execution

of the Subscription Agreement. Jiang had only met Guo once.
f.  lJiang alleged that he did not know Jubang Jiujiu.

In respect of the nitiation of the Subscription and Potential Cooperation, Jiang alleged

that:

a.  The Group commenced a litigation against China Mobile in mainiand China to
recover unpaid construction fee. Although the final judgment was made in
favour of the Group, the Group had lost the business with China Mobile, which
was the then largest customer of the Group covering 80% of the total turnover

of the Group, as a result of the litigation.
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b.  Due to the loss of the business from China Mobile, the Company started to look
for a new business opportunity. Sun procured Xin Jiang Bo Run to invest in the

Group and proposed the Group to acquire the business of Beijing Future Space.

c. The Purported New Business had no actual development since the signing of the

MOU.
in respect of Arrangement, Jiang alleged as follows;

a.  The Arrangement was requested by Sun. Initially, Sun requested the Company
to appoint himself as executive director of the Company before the completion
of the Subscription. The Group declined Sun’s request because the Subscription
was yet to complete at that point in time. Sun then suggested the Arrangement

as an alternative.

b,  Jiang discussed the Arrangement with Sun and Deng and requested to retain the
existing legal representative of U-Ton Beijing to supervise the affairs of U-Ton
Beijing. However, Sun and Deng declined Jiang’s request and insisted on the

execution of the Arrangement.

C. In order to procure the Subscription and Potential Cooperation, the Company
had finally agreed with the Arrangement but requested Guo and Sun to strictly
comply with the Company's internal policies and procedures on approval of the

company chop.

In respect of the delegation letter of Xin Jiang Bo Run appointing Jubang Jiujiu as agent

to pay the Subscription Money, Jiang alleged that:

a.  Inorabout June/July 2020, Sun advised that the Subscription Money was ready
but the Subscription Money would be paid by a third party because there were
non-compliance concerns about a state-owned enterprise to directly acquire the
shares in a Hong Kong listed company.,
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b.  The Group had once requested the Subscription Money to be directly paid to the
Company’s bank account in Hong Kong, However, Sun refused it due to the

restriction of foreign exchange control in mainland China.

¢.  The Group obtained a legal opinion confirming the Subscription Money could be

paid by the Subscriber or its agents.

In respect of the transfer of Subscription Money into Citic Bank Account, Jiang alleged
that around two to three days after the receipt of the Subscription Money, Jiang was

informed by Ye that the Subscription Money had been received.

in respect of the Unauthorised Transfers, Jiang alleged that:

a.  After the Subscription Money was received, the Company made various requests

to U-Ton Beljing to pay a sum of RMB16million to the Company as agreed.

b. The Group discovered the Unauthorised Transfers after obtaining the bank
statement of U-Tan Beljing. Jiang did not recall the date when the Unauthorised

Transfers was discovered.

c. Jiang had a discussion with Ye requesting the Company to report the
Unauthorised Transfers to the Police if the Subscription Money did not return to
U-Ton Beijing. He was toid by Ye that she had been advised by the police in
mainland China that under * oFE A R FIBRIEEETEAEY, it was necessary to
prove the Subscription Money had been misappropriated for over 3 months in

order for it to be considered as criminal offence.

d.  Sun once admitted in Wechat message on 13 September 2020 that he took the
Subscription Money. Ye asked %355 to provide the bank statement of Citic

Bank Account for August 2020, After recelving the bank statement of August

-36 -



» } FRANK RECOVERY

2020 on 15 September 2020, she then discovered the Unauthorised Transfers,

e.  Jiang added that Sun had once made an enquiry about if the Subscription Shares
could be deposited into a securities account held by a third party in Hong Kong,
Jiang rejected Sun’s suggestion and advised Sun that the Company could issue

physical share certificates and deliver the same to Xin Jiang Bo Run.

f. in respect of the delay in publishing the announcement regarding the
Unauthorised Transfers, Jiang explained that Sun kept advising he would assist in

recovery the Subscription Money during the year 2021.
g. In liang’s view, the Subscription and Potential Cooperation were genuine,
However, he had no idea as to the development of the Subscription and Potential

Cooperation,

Our observations

Findings from the Interviews

The findings obtained from the Interviews are summarized as follows:

a. The Company conducted background searches on Xin Jiang Bo Run, Beijing

Future Space, Guo and Sun, and apparently nothing unusual was discovered;

b.  Management of the Company placed heavy reliance on Sun's representation

without independent verification with Xin Jiang Bo Run or its legal representative;

C. The hoard of the directors of the Company did not insist In appointing a board

member into the hoard of directors of U-Ton Beijing;

d.  On the reguest of Xin Jiang Bo Run, the Group allowed Guo to be appointed as

sole bank signatory of the bank account of U-Ton Beijing without putting in place
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any control measures;

e.  The Purported New Business had no actual development since the signing of the

MOU and appeared to have no substance;

f. The source of the Subscription Money was unknown; and

g. No legal action has ever been initiated by Xin Jiang Bo_'Run against the Company

to recover the Subscription Money.
The Authorisation Letter

According to the Authorisation Letter, Sun was appointed as the authorised
representative of Xin Jlang Bo Run to handle the Potential Cooperation, to sign the
necessary documents and to handover the share certificates, company chops and bank

accounts of U-Ton Beijing.

According to the MOU, Xin Jiang Bo Run was only a strategic investor in the Potential
Cooperation, it is abnormal that Xin Jiang Bo Run authorised Sun to handover the share
certificates, company chops and bank accounts of U-Ton Beijing prior to the completion
of the Subscription. Moreover, on 4 July 2022, Xin Jiang Bo Run replied to the Company

that the Authorisation Letter was forged.
Unusual arrangement to transfer the company chop of U-Ton Beijing to Guo

According to the "S> TFEIERSISHE TN kA 21" (Appendix 11) dated 13 April 2020
issued by U-Ton Beijing, Guo had kept the seal and chop of U;Ton Beijing between 13
April 2020 and the date of transferring the seal and chop to the board of U-Ton Beijing.
The seal and chop of U-Ton Beijing would be adopted after obtaining the authorisation

of U-Ton Hong Kong under the supervision of Sun.

Given Guo was only appointed as executive director of U-Ton Beijing on 9 June 2020, it

.38 -
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appears to be improper to allow a person who had yet to hold a position in U-Ton

Beijing to take custodian of the company seal and chop.

It was stated In the "7 A BJTHITES TR #Y 13" dated 21 August 2020 issued by U-Ton
Hong Kong (Appendix 12} that Guo had been appointed as executive director, legal
representative and general manager of U-Ton Beijing. The “J% A B HLITHIRZA B
which was affixed with the chop of U-Ton Hong Kong and endorsed by Guo setting out
the authorities in respect of signing of contracts, use of company chops, payment of
fund, etc of U-Ton Beijing and the liabilities of Guo in respect of any unauthorized acts

which are reproduced as follows.

1 GIHE SN RN AT RS e, A BE S AT
50 1A TR LU BEEFE I 3 P T S E S 100 T A BT R L
HY, FELE (L3 the Company] G IEHL R 7 T i R &4,
4.2 HIBHEH: M 45 FTALG TR 2 B 5 32 B 1IRIE P E L8 the Company] 3
R A Nang] FLBHTEIEE T 758
4.3 FERGI R E i the Company] ZETIH 4.8 i XX FlLau] 1R, A TR
B T BB RS H A B D — [ T 50, AT FPY 9 — P BB T Y )
S IESO I RIS, T F P R E BV S A 100 7
TTR LU EHTEE b F (L3 (the Company} i 1L

5. BIHHEFTH I B IECIEE I H N B A FE A A RO (E R 7 I
BRI X FHTHEIT, IR E 22 05 (A5 A U-Ton Belfing) 24 FTENIZE, FI
-2 A Guol BEBERE LU T 17T, 29 (CRIFR A7E LI U-Ton Hong Kong],
AL U-Ton Hong Kong] 7 Yol re fU S0 7 (AT 7700 A1 78 (L0 57

B vees o T — Dl T T AT, i 24T 51Guo) 87T 015G 24677
{U-Ten Hong Kong] -1~ TH/3 (F 1 Fi{F...

It is noted that the date of “J#& A RJILTFREIFZILF" was same as the date of the

Unauthorised Transfers.
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We also note that none of the directors of the Company has been appolinted as

member in the Board of U-Ton Beijing since 9 June 2020.

Unusual transactions in the Citic Bank Account

According to the bank statement issued by Citic Bank (Appendix 13), on 20 August 2020,
one day before the payment of Subscription Money, there were bank transactions in

the Citic Bank Account in the following order:

Table 3 Transactions of the Citic Bank Account on 20 August 2020

Transaction Counterparty RMB
Inward remittance lubang liujiu 50,000
Qutward remittance Beijing Xinan 50,000
Inward remittance Beijing Xinan 50,000
Outward remittance Jubang Jiufiu 50,000

According to the general ledger of U-Ton Beijing, the inward remittance from Jubang
Jiujiu was credited to the current account with Jubang Jiujiu with description “JE5RT5
HAALEERHFMRAT L AERS (BuF 7)) &HEH BT
131265 2020.08.20" while the outward remittance to Jubang Jivjiu was debited to
the current account with Jubang Jiujiu with description “=z (L B FRA A FE FHE
HIRATFSES M) 4G BRil-_935227_2020.08.20".

According to the general ledger of U-Ton Beljing, the inward remittance was credited
to the current account with Beijing Xinan with description “JL i (E4HE AR L
BN AR (i) _gia b SBiH-T-_922294_2020.08.20” while the outward

H—f=

remittance was debited to the current account with Beljing Xinan with description 7
(Fab i EE R A R A5 R (i) EE 8T
_167569_2020.08.20",
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It appears that these transactions were a testing exercise to ensure the Citic Bank
Account was functional and could receive the Subscription Money and make

remittances to Beijing Xinan.
Misappropriation of Subscription Money

According to Clause 3.1 of the Subscription Agreement, the consideration of the
Subscription of HK$129,353,413.87 should be paid into the hank account designated
by the Company. From our review of the Available Documents, we are not aware that
the Cofnpany did provide any information of the designated bank accounts to Xin liang

Bo Run,

On 21 August 2020, there were bank transactions in the Citic Bank Account in the

following order:

Table 4 Transactions of the Citic Bank Account on 21 August 2020

Transaction Cotinterparty RMB
Inward remitiance Jubang Jiujiu 6,819,068.67
Inward remittance Jubang Jiujiu 110,000,000.00
Outward remittance Beijing Xinan 55,000,060.00
Qutward remittance Beijing Xinan 55,000,000.00
Outward remittance Beijing Xinan 6,819,068.67

A sum of RMB116,819,068.67 was received by U-Ton Beijing as Subscription Money on

21 August 2020 which in turn was remitted to Beijing Xinan on the same day.

According to the general ledger of U-Ton Beljing, the inward remittances from Jubang

Jiujiu were credited to a current account with Jubang liujit with description It 5T
B AR K ORI S (5 [ O 3 P AR LA G 1% Bl while the outward

remittances to Beijing Xinan were debited to a current account with Beijing Xinan with
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description “ /L5 L I H BT AR AN EITENGE (50T ) 558 D T8 7
_147732_2020.08.21" .

As a result, the Subscription Money received on 21 August 2020 was remitted out to

Beijing Xinan on the same day.

According to the company search conducted on 17 October 2022, Jubang Jiuliu was

wholly-owned by Beijing Xinan.
Wechat Message in relation to the Subscription

We have been provided two screenshots apparently showing the message sent by 5un

to Jiang via wechat as follows:
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82. The first message showing Sun’s admission that the Subscription Money was taken by
him. He also added that he could return “an agreed amount” to the Company and the

halance needed to be settled through various procedures before the audit of the Group.

83.  The second message showing Sun’s admission that the Purported New Business would
be injected into U-Ton Beijing and he would resolve the taxation costs arisen from

recognition of fictitious revenue.
i7 The Development of Purported New Business

84,  According to the Purported Cooperation Agreement, Beijing Future Space’s business
operation would transfer to U-Ton Beijing. We have performed a search on Beijing
Future Space in Baidu, a search engine in mainland China. The results shows that
Beijing Future Space {formerly known as Jb gl 5 8RR R AR A ) was

involved in various financial scams? in 2020.

! hieps:/ /www,cn315 net/wikigicyltsszidampxizgsypda/;
hitps://www.163.com/dy/article/G1B7688P0534)4HX html;
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It is noted from the Interviews that the Purported New Business had no actual
development since the signing of the MOU, and it is highly questionable as to whether

it had any substance.

The Wechat message from Sun admitting that U-Ton Beijing would recognise fictitious

revenue of the Purported New Business.
The Response from Guo

The Company has appointed Beijing Yin Ao to issue a letter to Guo on 29 January 2021
to remit the Subscription Money to Beijing Xinan. According to the reply tetter from
Guo under the letterhead of “tif} 222" dated 7 February 2021 (Appendix 14), Guo
alleged that 2020 #8421 H, 1EiHA R UM R) B LR A IR A A7 (IS
8110 7010 1240 1965 401), Y745 A G H [F TVl 5 HEFRIIIR RFIBAA R T EH
FHRLY G FENE 116819068, 67 5. BB/, 2 A EIIL FFIBA AR EHHG WA vl
< <<WMHF > >, HHATBIF TS L IS A L7 RIEIFrE, TFER IR
AE, RIS LE . KL I FEA RGN, W GG R A5, I H
HIHETIT, FTRERRET G797, MG AR, T2 2 i B %
XA IEEW T (1 E: IR T A IRA R ), HE /75 91200078 8011
00000868, 77717 LU H ZIRIRIT)e HEE, KAITHTEFFELEHMIE H
FFE KA TSR, FEA P Sl NI 7, OS5 TR EXT e

At the date of this report, no copy of the “iRMI" was provided. If it is true that the
transfer was mistakenly made by Jubang Jiujiu and she had great concern about the
potential liability of U-Ton Beljing, it is questionable as to Guo did not transfer the
Subscription Money back to Jubang Jiujiu. In contrast, Guo authorised the Subscription

Money returned to Beijing Xinan’s Bank account.

From our review of the bank transactions in the Citic Bank Account, it is suggested that
Guo has performed a “testing” exercise of the Citic Bank Account one day before

receiving the Subscription Money. It is believed that Guo had knowledge about Jubang
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Jiujiu and Beijing Xinan. She was one of the senior management handling the Potential
Cooperation and should have knowledge that the RMB 116,819,068.67 recelved was
the payment of Subscription Money. Itis unexplainable for her to approve and execute
the Unauthorised Transfers without first seeking advice/approval from or informing the
Company before doing so. Moreover, even though she claimed that it was in the
interest of U-Ton Beijing to return the Subscription Money, but she had not reported
the Unauthorised Transfers to the Company thereafter. The Company only discovered
the misappropriation of Subscription Money in September 2020. Reference is made to

paragraph 54,

According to the Wechat message discussed in Section 16, it is indicated that Sun
misappropriated the Subscription Money. There are evidence suggesting Guo was
under Sun’s instruction or colluded with Sun to remit the Subscription Money to Beijing

Xinan.
The Response from Xin Jiang Bo Run

Beljing Yin Ao issued a letter dated 4 July 2022 to Xin Jiang Bo Run, On the same day,
Xin liang 80 Run replied that the Authorisation Letter, MOU, the Subscription
Agreement, the Delegation Letter and 37 88 [H-183 3 22 11 were all forged. Xin Jiang
Bo Run did not authorise Sun to represent them to handle the Subscription. Xin Jiang
Bo Run also alieged that they had no knowledge of the Unauthorised Transfers. The
reply from Xin Jiang Bo Run is attached at Appendix 15, But it remains unclear in their

reply as to whether the Subscription Money was actually pald by them.

The negligence of the management of the Company

According to our findings in the Interviews, the Group had performed due diligence
works on Beijing Future Space, Xin Jiang Bo Run, Sur, Deng and Guo before entering
the into the MOU, the Purported Cooperation Agreement and the Subscription

Agreement, Apparently, due to the eagerness to bring in the Purported New Business
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and to secure the capital injection from Xin Jiang Bo Run, the Company compromised

with Xin Jiang Bo Run and Beijing Future Space on the Arrangement.

The above compromises provided opportunities for Sun and Guo to misappropriate the

Subscription Money.

Conclusion

It appears from the below that both of the Purported Cooperation Agreement and the
Subscription were part of the fraudulent scheme orchestrated by Sun with the

assistance of Guo to embezzle the Subscription Money:

a.  Xin Jiang Bo Run represented that the Authorisation Letter, the MOU, the

Delegation Letter and the Subscription Agreement were all forged;

b.  The Subscription Money was paid to a bank account not controlled by the

Company;

c.  There was no evidence to substantiate the projects stated in the Purported

Cooperation Agreement;

d.  Guo did not inform the Company before or after making the Unauthorised

Transfers;

e.  There were Wechat messages from Sun admitting that the Subscription Money

was recejved by him; and

f, Jiang failed to discharge his duties by reporting to the board of directors of the

Company on the Arrangement, which obviously was a red flag incident.
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95,  The Board of directors of the Company at the material time may have breached their
fiduciary duties in respect of its or their failure to take due care of the Subscription
Money; to institute sufficient representation in the board of directors of U-Ton Beijing
and to impose sufficient controls over U-Ton Beijing, in particular, the Citic Bank

Account,

This report is prepared by

Frank Forensic and Corporate Recovery Limited
Y\@B/TSZ Chun, Frank

Managing Birector
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Frank Forensic and Corporate Recovery Limited

Unit 703, Capital Centre, 151 Gloucester Road, Hong Kong
BEMFEIITIEISIN T A POT0IE

Tel fREE: {852) 2684 2366  Fax f¥J4:{852) 2684 2323

Frank Yuen
Managing Director

Education

+ BSc Accounting, Queen's University Belfast, UK
+ LLM, The Chinese University of Hong Kong

Professional Qualifications

« Member of the Hong Kong Institute of Certified Public Accountants

« Certified Fraud Examiner, Texas, United States

+ Registered Appointment Taker and Insolvency Praciitioner of the Administrative Panel of
Insolvency Practitioners for Court Winding-Up in Hong Kong

« Specialist Designation in Insolvency, SO {Insolvency) awarded by the Hong Kong Institute
of Certified Public Accountants

Membership of professional committee

« Member of the Restructuring and Insolvency Faculty Executive Committee (“RIF”), Hong'
Kong Institute of Certified Public Accountants (from 2010 to 2016 and from 2020 to 2021)
« RIF Technical Sub-Committee {2019 -)

Other appecintment

+ Independent non-executive director of Global Sweeteners Holdings Limited {HKEX stock
code: 03889) (Mar 2016 to Dec 2018)

Summary Profile

Frank has over 23-year experience in bankruptcy, compulsory liquidations, voluntary
liguidations, receiverships, debt restructuring and litigation support. He has been appointed
in hundreds of insolvency assignments in Hong Keng such as provisional liquidator and
liquidator in compulsory winding-up and voluntary fiquidation, trustees in bankruptcy
proceedings and nominee in Individual Voluntary Arrangement. He has also acted as
liquidator of companies incorporated in various offshore jurisdictions, such as BVi, Cayman
Islands, Solomon Islands and Bermuda.
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He has also been appointed as expert witness for various forensic accounting and litigation
support assignments including investigations into suspected fraud cases, irregularities or
improprieties for the purpose of civil or criminal proceedings, together with valuations of
companies and shareholdings and giving expert testimony in Market Misconduct Tribunaj,
District Court and High Court of Hong Kong and courts in foreign jurisdiction.

Specific Case/Sector Expertise
« Investigation and forensic accounting

Frank has been appointed by a Taiwanese company previously listed on the Taiwan Stock
Exchange, as an expert forensic accountant to perform asset tracing and investigation
work which involved the tracing of missing funds resulting from a series of alleged
fraudulent transactions over a time span of ten years. He was able to identify various
transactions flowing through Hong Kong, Singapore, Thailand, Taiwan, the USA, BV| and
Vanuatu. Frank also attended courts in other jurisdictions as an expert witness assisting
in public prosecutions and various asset recovery iegal actions overseas. As a single expert
for the plaintiff, Frank’s various expert accountant reports were submitted to the Hong
Kong High Court as part of the plaintiff's evidences and he also gave oral evidences in the
trial [HCCL16, 17 and 18/2009]. Frank’s expert report was also adduced by the respondent
as key evidence in the FAMV 5, 6, 7 & 8 of 2014 and the CFA accepted his view on certain
financial and accounting issues raised by the applicant and thereby refused leave for
appeal to the CFA, Frank’s investigative work and findings have successfully assisted his
client to recover assets of billlon in Hong Kong.

Frank has been instructed as an accounting expert to provide professional comments on
various reports prepared by an accounting expert instructed by the Securities and Futures
Commissicn of Hong Kong (“SFC”) supporting its winding-up petition against China Metal
Recycling (Holdings) Limited, a listed company in Hong Kong {Stock Code 773}, on the
ground of aileged fraud whereby provisional liquidators have been appointed by the Hong
Kong High Court. He has also been instructed on giving expert evidence in various legal
actions commenced by the Provisional Liquidators against a controlling shareholder and
director of the company.

Frank has been instructed by an Independent Committee of the Board of National United
Resources Holdings Limited (Stock Code 254) to conduct an Independent investigation on
various transactions and acguisitions involving its subsidiaries.

Frank Recovery has been appointed by an Independent Committee of the Board of Tansh
Global Food Group Co, 1td {Stock Code 3666) to condiict an independent investigation on
various transactions made by Its certain subsidiaries.

Frank Recovery has been appointed by the Special Investigation Committee of the Board
of China Oil Gangran Energy Group Holdings Ltd (Stock Code 8132} to undertake forensic
investigation in relation to the deconsolidation of certain subsidiaries.
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Frank Recovery has been appointed by the Independent Committee of the Board of Mayer
Holdings Limited {Stock Code 1116} to undertake independent investigation into various
alleged potential breach of fiduciary duties of its certain members of the Board.

Liquidation

Frank has been appointed as liquidator/provisional liquidators of over 100 public and
private companies incorporated in Hong Kong, BV1, Cayman Islands, Bermuda and Solomon
Islands. Recent appointments include Lamtex Holdings Limited (HKEX : 1041) (a Bermuda
Company appointed by the High Court of Hong Kong), Guoan International Limited (HKEX :
143) {Joint Official Liquidator appointed by the Grand Court of the Cayman Islands) and
Fresh Express Delivery Holdings Group Co., Ltd {HKEX:1175) {(Joint Official Liquidator
appointed by the Grand Court of the Cayman islands),

Trustee in bankruptcy/Nominees for IVA

Frank has been appointed as trustee in bankruptcy or nominees for IVA in numerous
occaslons.

Expert Witness on Matrimonial finance

Frank has been instructed in numerous prominent matrimonial proceedings in Hong Kong
to produce expert accountant reports and give expert testimonies in the District Courtand
High Court, Hong Kong. Frank has extensive experience in conducting assets tracing and
investigating misappropriation of matrimonial assets.

Administrator under Probate and Administration Ordinance, Cap 10

Appointed by the Hong Kong High Court as administrator upon its removal of the former
administrator on the application of certain beneficiaries of the estate of the deceased. The
estate included assets in Hong Kong, Isle of Man and Singapore.

Appointed by the Hong Kong High Court as replacement Executor & Administrator upon
the removal of the former administrator on the application of certain beneficiaries of the
estate of the deceased who was a family member of the older brother of the late
philanthropist in Hong Kong, Dr. Chan Shu Kui. The estate included assets in Hong Kong
and Canada., [HCMP1043 of 2018]

Trustee
Frank has been appointed as sole trustee to a trust set up to holds, among others, forestry

assets in mainland China purchased from a company formally listed on Toronto Stock
Exchange. The total book value of the assets under the Trust is over US$4 billion.
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» Receivership
Frank has been appointed as sole receiver over the substantial/controlling shareholdings

- New Western Group Limited (HKEX : 8242)

- China Art Financial Holdings Limited (HKEX : 1572}

- Zhongtian International Limited (HKEX : 2379)

- Great Wall Belt & Road Holdings Limited {HKEX : 524)

Frank has been in-charge of a receivership under which receivers were appointed by
Hutchison Whampoa over a BVI subsidiary company of a listed company which indirectly
owned a 5-star hotel, Harbour Plaza Kunming.

Advising a share charge holder holding approximately 70% issued shares in a listed main
board company which were pledged to the share charge holder as loan securities, on
receivership of the said pledged shares and disposal of the same by public tender.

+ Dispute Resolution Support

Appointed as expert accountant to investigate the funds allegedly being misappropriated
by an individual who is the director of three private companies, which engaged in
substantial real estate investment in Hong Kong.

Appointed as expert witness to provide his opinion on various accounting issues
concerning allegations of potential misconduct of senior management and directors of a
listed company in HK. He has been testified in the High Court in respect of his expert
opinion. [HCA677/2006]

Appointed as an expert witness to provide his opinion on the genuineness of a series of
transactions of commodities trading which were subject to challenge in an arbitration
proceedings. The opinion expressed was involved practices of international trade. He
gave oral evidence in the tribunal hearing.

» Expert Witness in Regulatory Related Proceedings

Frank has been instructed by a specified person in a prosecution commenced by SFCin the
Market Misconduct Tribunal pursuant to section 277 of Part Xlll of Securities and Futures
Ordinance as an expert withess to provide expert opinion on various issues concerning
various allegations of culpability against the specified person. He has been testified in the
Tribunal in respect of his expert opinion.



« Expert Witness on Business Valuation and Assessment of Quantum of Loss

Appointed on numerous occasions as expert witness to value businesses and companies
in shareholder dispute and divorce proceedings in Hong Kong and overseas jurisdictions.

Appointed by an international manufacturer and trader of telecommunication products as
expert witness to provide an assessment of damages for a claim relating to breach of
distributorship agreement,

Appointed as expert witness by an Australian company to assess damages on failure to
fulfill the profit guarantee in an acquisition of a major subsidiary of a listed company in
Hong Kong.

Appointed as expert witness to provide a valuation of issued shares in Luckin Coffee for
the purpose of legal action in HK and overseas.

Appointed as expert witness in court proceedings between an individual and a renowned
financial institution to assess the quantum of damages suffered by the individual due to
alleged improper handling of his assets by the financial institution.

Appointed by the trustees of the property of a bankrupt as expert witness to value a block
of shares in a listed company in HK in support of their application to the Court to set aside
a pre-bankruptcy disposal of the said shares. He has been testifled in the High Court in
respect of his expert opinion. [HCMP486/2017]

Expert Witness on Criminal Proceedings

Frank has been Instructed by Dr. Cho Kwai Chee, a former director of Convoy Global
Holdings Limited {HKEX : 1019) as expert witness in DCCC 678/2019 and testified in the
District Court in respect of his expert opinion on various forensic accounting issues.
Industry specialisation

Finance

Liquidator of Kaupthing {Hong Kong) Ltd., the Hong Kong subsidiary of Kaupthing Bank hf,
which was one of the major banks In Iceland.

Liguidator of Newedge Broker Limited and Newedge Derivatives Hong Kong Limited, the
Hong Kong subsidiaries of Newedge Group based in France.

Liquidator of FIG {HK) Limited, a subsidiary of Fortress investment Group LLC operates as
an investment management company based in US.
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Photographic equipment

tiguidator of Vivitar {Asia) Ltd,, the Hong Kong trading arms of Vivitar Corporation, a
company listed in the US,

Textile

Liquidator of a Hong Kong company engaged in yarn, knitted wears and sweaters, which
has a wholly owned subsidiary in China operating three fully licensed dyeing factories
occupying over 70 acres of land. The company was able to change the legal representative
of the wholly owned subsidiary who was not co-operative and dispose of the land together
with all the structures erected thereon.

Electronics

Liguidator of Uniross Batteries {HK} Ltd, a subsidiary of a French company, which engaged
in trading of the “UNIROSS” branded rechargeable batteries and chargers in Hong Kong.

tiquidator of a Hong Kong company engaged in design, manufacturing and distribution of
consumer and industrial electronic products, which has its entire manufacturing facilities
located in China. Through our persistent and tactful dealings with the officials of the
Chinese Government departments, in particular the State Administration of Faoreign
Exchange, and Court officials, the company was able to secure a fair auction of the
company’s assets and have the funds from the realization of the assets returned to the
company’s liquidation account in Hong Kong.

Liguidator of Vivitar {Asia) Ltd., the Hong Kong trading arms of Vivitar Corporation, a
company listed In the US.

Liguidator of a Hong Kong company engaged in the trading of electrical products and was
able to uncover and track the fraudulent activities of a director which led to his conviction
for evasion of liability by deception.

Diamond

Liquidator of a Hong Kong substantial company engaged in trading of diamonds. The books
and records of the company were found to be falsified sales and payment records.
Forensic IT procedures were empioyed for conducting e-recovery of over 10 gigabytes of
emails, which translate to no less than 500,000 email items and attachments, and over
55,000 documents in different formats. Various legal proceedings have been instigated
against the alleged fraudsters.

Toy

Liguidator of Majorette Hong Kong Ltd., a group company of Majorette SA based in France,
which engaged In trading of toy cars.



[} ErANK RECOVERY

Shipping
Liquidator of STX HK Pan Ocean (Hong Kong) Co. Ltd., a subsidiary of STX Pan Ocean which

was understood to be the 4% largest ship building company in the world and the 17'*
largest corporation in Korea.

Mining

Liquidator of Dejin Resources Group Company Limited {Stock Code 1163) which had very
substantial investments in various gold mines located in Mainland China.

Liguidator of Bintan Mining Corporation and its subsidiary company, Bintain

On-line trading

Liquidator of Simple Electronics Limited and Valuebacket.com Limited which engaged in
the provision of online selling of electronics products.

Charitable organisation

Liquidator of Ting Wai Monastery Limited (78 33575 E 2\ 7)) appointed by the High Court.
This is the first liguidation of a charitable organisation in the history of HK.

Forestry

Trustee to a trust holding, among others, substantial forestry assefs in Yunnan and liangxi
Provinces in mainland China. The total book value of the assets under the Trust is over
Uss$4 hillion.

Securities

Overseeing the business operation and affairs of Lamtex Securities Limited, Yicko
Securities Limited and CVP Securities Limited in the capacity as liquidator of their
respective parent companies.

Travel

Liguidator of Wincastle Travel (HK) Limited, a2 well-established travel agency in Hong Kong
which had been 35 years in the business before its liquidation,



