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We refer to our appointment as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in respect of the Cable
Business Acquisition contemplated under the Share Purchase Agreement. Details of the Cable
Business Acquisition are set out in the "Letter from the Board" contained in the circular of the
Company dated 20 September 2023 (the "Circular"), of which this letter forms part. Terms
used in this letter shall have the as those defined in the Circular unlesssame meanings

otherwise defined herein or required by the context

On I August 2023 (Central European Time), the Company and YOFC Germany (an
indirect wholly-owned subsidiary of the Company) entered into the Share Purchase Agreement
with RFS Holding, PUTSuant to which RFS Holding conditionally agreed to sell, and (i) YOFC
Germany conditionally agreed to purchase the entire equity interest in RFS Germany; and (ii)
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the Company conditionally agi'eed to purchase the entire equity interest in RFS Suzhou. at the
Consideration of an amount equal 10 tile Base Consideration of EUR7.100,000 after application
of adjustments, in accordance willI the terins and conditions of the Share Purchase Agreement

Upon CIOsino. RFS Germany and RFS Suzliou will be wholly-owned by the Company and
their financial results will be consolidated into the financial statements of the Group

Set out below is the simplified shareholdino relationship befoie and after 111e completion
of the Cable Business Acquisition.

Before completion of the Cable Business Acquisition

China Huaxin

49.99%

After completion of the Cable Business Acquisition

IDoer

Nokia Shanghai

RFS Gemiaiiv

100%

RFS Holdin"

Nokia

50.01 %

100%

RFS Suzhou

The Coinpany

RFS Suzhou

100%

YOFC International

(Sillgapore) Pie Lid

100%

YOFC Gennanv
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RFS Gemiany
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LISTING RULES IMPLICATIONS

Since one or Inure of the applicable pel'centage ratios undei' Ihe Listing Rules in respect
of the Cable Business Acquisition exceed 5% but are all less than 25%, the Cable Business
Acquisition consiituies a discloseable transaction of the Company and is subject to the
reporting and announcement requirements under Chapter 14 of tile Listing Rules

As at the Latest Practicable Date. RFS Holdino is a connected person of tile Company
pursuant to Rule 14A. 07 of tlie Listing Rules by virtue of the fact that (i) RFS Holding is
owned as to 100% by Nokia Shanghai: (Ii) Nokia Shangliai is owned as to 49.99% by China
Huaxin and 50.01% by independent third panies: and (iii) Cliina Huaxin is a substantial

shareholder of the Company who 1101ds approximately 23.73% of the total issued share capital
of the Company. Accordingly. Ihe transactions contemplated under the Shai'e Pui'chase
Agreement constitute connected transactions of 111e Company under the Listing Rules. As one
or more of the applicable percentage rations with respect to the Cable Business Acquisition
exceed 5%. the Cable Business Acquisition is subject to the I'eporiino, announcement. circulai'
and Independent Shareholders' approval requirements under Chaptei' 14A of the Listino Rules

THE INDEPENDENT BOARD COMMITTEE

The Independent Board Committee coinprising all the independent non-executive
Dii'ecioi's. namely Mr. Bingsheng Teng. Mr. Song Wei. Dr. Wong Tin Yau, Kelvin and Ms. Li
Chang'ai. has been foi'med to advise the Independent Shareholders as to co whether the
enterIna into of the Share Purchase ADreemeni is in the ordinary and usual course of business
of the Gi'oup and in the interests of the Company and the Shareholders as a whole; (Ii) whether
the terms of the Share Purchase ADreement and the transactions contemplated thereunder ale
on normal commercial terms and are fair and reasonable as far as the Coinpany and the
Independent Shareholders are concerned; and (Iii) now the Independent Shareholders should
vote in respect of the ploposed resolution at the EGM 10 approve the enter Ina into of the Share
Pui'chase Agreement and the transactions contemplated thereunder, Iakino into account the
recommendation front the independent Financial Adviser

THE INDEPENDENT FINANCIAL ADVISER

As the Independent Financial Advisei'. our role is to o1ve an independent opinion to the
Independent Board Coinmiitee and the Independent Shareholders as to (i) whether the entering
into of the Share Purchase ADreemeni is in the ordinary and usual course of business of the
Group and in the interests of the Company and the Shareholders as a whole; (Ii) whether the
terms of the Share Purchase Agreement and 111e transactions contemplated thereunder are on
normal commercial terms and are fair and reasonable as far as the Company and the
Independent Shareholders are concerned; and (111) ITow the Independent Shareholders should
vote in respect of tile ploposed resolution at the EGM to approve the enter ino into of the Share
Purchase Agreement and the transactions contemplated the I'eunder.
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We acted as the in dependeni financial adviser for the Company willI ^eoards to its I'enewal

of continuing connected transaciions with Yangtze Optical Fibre and Cable (Shanghai) Co.

Ltd. and the Prysmiaii Group (being Prysmian S. p. A. and its associates). details of whicli were

set out in the cii'CUIar of the Company dated 20 January 2023 (the "January 2023 Service")
Save for the aforesaid transaction. we nave not actetl as the independent financial adviser or
financial adviser 111 relation 10 any transactions of the Coinpany in the last two years pi'10r to
the date of the Circular. We were 111e independent financial adviser ill relation 10 the January

2023 Service as we were independent when none of 111e circumstances set out in Rule 13.84 of
the Listing Rules exist as alllie time of nTaking the declaration required by Rule 13.85(I) of

the Listino Rules. We act as Independent Financial Adviser 10 the Independent Board

Committee and the independent Shaleholders in respect of the Cable Business Acquisition as

contemplated under the Share Purchase Agreement since we are independent wlielI none of the

circumstances set out in Rule 13.84 of the Listino Rules exist as at the lime of making the

declaration required by Rule 13.85(I) of the Listing Rules. PUTSuant 10 Rule 13.84 of the
Listing Rules, and given that reinuneration for our engagement to Dpine on 111e transactions
contemplated under the Share Purchase An Teenieiit is at 11Tarket level and not conditional upon

successful passing of the resolution, and that OUT engagement is on normal coinmei'cial terms,

we are independent of the Company

BASIS OF OUR ADVICE

in formulating our opinion. we nave reviewed. amongst others. (1) the Share Pui'chase
Agreement; (11) the annual report of the Coinpany for' the year ended 31 Deceinber 2022 (the
"2022 Annual Report"): (111) the interinI I'esults announceiiient of the Company for the six

months ended 30 June 2023 (the it 20231nterim Results Announcement"): (iv) the uriaudited

consolidated Inariagement account of the Tai'get Group Companies as at 30 June 2023; and (v)
other inforinaiioil as set out in the Circular

We have also relied on the statements. information. opinions and representations
contained or referred to in the Circular and/o1' provided to us by the Company. the Directors
and the management of the Company (the "Alariagement"). We nave assumed that all the
statements, information, opinions and representaiions contained or referled 10 in the Circular
and/or provided to us wei'e true. accurate and complete at tile time they were nTade and \\, ill
continue 10 be so uj, 10 the date of the EGA4. Tlie Directors collectively and individually accept

full responsibility, including particulars given in coinpliance willI the Listing Rules for the
purpose of giving inforinaiion willI regards 10 the Company. The Directors, naving ntade all
reasonable enquiries, confirni that 10 the best of their knowledge and belief, the information

contained in the Circular is accurate and complete in all Inaterial respects and not nilsleading

or deceptive, and there are 110 other facts the omission of which would nTake any statement in

the ClTCUlar 1111sleading

We have no reason 10 believe that any statements, inforiiiation, opinions or
representations relied on by us in 101'ming our opinion is untrue, Inaccurate or nilsleading, nor
are we aware of any malei'Ial facts the omission of whicli would Tender the statements,
informalion, opinions or I'epresentations provided to us untrue, Inaccurate or nTisleading
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We considei' that we nave been provided \\, jin. and nave I'eviewed. sufficient information
to reacli an informed view and provide a reasonable basis for OUT opinion. We nave not.
however. conducted all independent investigation into Ihe business, financial conditions and
affairs or fuiure PTOSpecis of the Group

PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background information of the Group

1.1 P, .incipnl bwsi, less of t/Ie Groiip

The Group is principalIy engaged in the Inariufaciui'e and sales of optical fibre preforms.

optical fibres and optical fibre cables willI vai'IOUs standai'd specifications that are widely used

111 the telecoinmunicaiions Industry and the provision of other' ^elated products and ser\, ices

1.2 Film, ,cml information of the Groiip

Set out below is a table summai'ising certain key financial inforination of the Group
exti'acted froiii the 2022 Annual Report and the 20231nteriin Results Announceinent

ETii'dci of coilsolidtiied illcoiiie sidleJiieiii

Operating incoine

Gross plotii

Profit tm' the year/period
allributable 10 the Shareholders

E\'11th I of toll $011dnied balmice shedi

For tile year ended
31 December

2021

RMB

lunchiedj

9536.075,578 13,830.318,400 6391.374,976 6,915,183.145

1,871,847.237 3,243,227.123 1.435.602,360 1,804,396.482

2022

RMB

touchie"

Total assets

Crrsli at bunk filld on 11niid

To iai liabilities

Total equiiy alli'ibutable 10 the Shareholdei's

708,506.406

For the six months ended

30 June

2022

RMB

illi!undi^, d)

1166.998.457

2023

RMB

11/1/'11d!^, of)

525.393.238

As at 31 December

2021 2022

RMBRMB

I'lldiied)kind!^ed)

19,478,649.093

2,771,270.979

8.893.621.576

9,781.997,943

607,014,926

28,203.306,647

4,323,893,889

13.666.245,433

10,144,245.884

As at

30 June

2023

RMB

1/11/'11dii, d)
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5. I 93,754,284

16,127,288.607

10,510,256.814



Opein!1'11g 1'11t'0111,

Accordin0 10 111e 2022 Annual Report. the Groups operaiino incoine reached its
bioliesiliisiorical level of approximately RMB13,830.3 million in 2022, representing a
significant increase of approximaiely 45.0% TrollT approximately RMB9.536.1 million in
2021. Sucli SIGnificant increase was allributable to 11nprovement in revenue generated
froiii all product segments as the Company continued willI its in-deptli impleinentation of
internationalisation and diversification strategies. as well as optimisation of its I, roduci
mix. For optical fibi'es and optical fibre preforiiis seginent. the revenue increased by

appl'oximately 30.7 % froiii approximately RMB2.918.5 nTillion in 2021 to approximately
RMB3.814.8 nTillion in 2022. For optical fibre cables secmeiii. the revenue increased by
approximately 47.9% froiTi approximately RMB3,920.8 million in 2021 10 approximately
RMB5.799.1 million in 2022. For optical components and 1110dules seoment. the revenue
increased by approximately 120.7% from approximately RMB650.41111/1ion in 2021 10
appi'oximaiely RMB 1,435.4111illion 111 2022. For o1hei's segment. the revenue increased
by approximately 35.9% froiii approximately RMB2,046.4 niillion in 2021 to
approximately RMB2.780.9 1111/1ioii in 2022, WITicli was Inainly due 10 the substantial
increase in I'evenue genei'aled from power cable. We understand fronT the Management

that the Group's revenue generated from power cable was mainly derived in the PRC

The Group continued 10 deliver improvement in operating incoiiie during the six
months ended 30 June 2023. \\, hicli increased by approximately 8.2% from approxiinately
RMB6.391.4 million during the six nionihs ended 30 June 2022 to approximately
RMB6,915.2 rillllion during 111e six 1110nths ended 30 June 2023

Gloss pioni

in line \\, 1111 the increase in opei'allng income. the Group's gross pi'of it incl'eased by
approximately 73.3 % fi'om approximately RMB 1.871.8 million in 2021 to approximately
RMB3.243.2 1111/1ion in 2022. I'epi'eseniin g gross PI'on I Inargins of approximately 19.6%
and 23.5% respectively. Such increase in gloss profit nTaioin \\, as ITiainly due to the
Group's improvement in nianufaciuring efficiency as well as increase in unit prices of
main PI'oducts in 2022

Dullng the six 1110nihs ended 30 June 2023. the Gi'oup's Dross piont illcreased by

approximately 25.7% to approximately RMB1.804.4 inillion from approximately
RMB1.435.6 nilllion durin. the six months ended 30 June 2022. The Group's oross profit
margin continued to increase froiii approximately 22.5% to approximately 26.1% during
the six 1110nihs ended 30 June 2022 and 2023 respectively
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PI'o1^^ .101' 111, \ eni/pel'lot/ nili'Ibii!rible 10 file Shineholdei'.,

As a I'esult of the above. PIOfit alli'Ibutablc 10 the Shareliolders increased

significantly by approximately 64.7% froni approximaiely RMB708.5111illioii in 2021 to

approximately RMB1.167.0 ITiillioiiin 2022. Suc!jincrease continued in the firstlialf of

2023, whicli recorded at approxiinaiely RMB607.0 nilllion as coinpai'ed to approximately

RMB525.41/1/1110n durino the same period in 2022

Tornl ns. ,fir

The Group's total assets increased from approximaiely RMB19.478.6 million as at
31 December 2021 10 approximately Rl\IB28.203.3 Inillioii as at 31 Deceiiibei' 2022.

mainly due to Ihe increase ill (1) fixed assets froin approximately RMB3,763.7 1/1/1110n as
at 31 December 2021 to appi'oximaiely RMB5.749.4 niillion as at 31 December 2022: (11)
intangible assets froiii approximately RMB314.5111illion as at 31 December 2021 to
appi'oximately RMB 1,732.41/1/1110n as at 31 Decentber 2022; and (Iii) accounts receivable

I^o11T approxiinaiely RMB4.160.7 million as at 31 December 2021 to approximately

RMB5,035.2 million as at 31 December 2022 whicli were in line willI the Group's

business growth. The Group's cash at bank and on nand also increased significantly from

approximaiely RMB2.771.3 million as at 31 December 2021 to approxiinately

RMB4.323.9 ITtillion as at 31 Decenlher 2022. mainly due to net casli inflow from

operating activiiies (as described above) and financing activities (as elaborated below) of

approximately RMB1.594.5 million and RMB1.977.5 million respectively ill 2022

The Group's 101al assets further incl'eased 10 approximately RMB31.039.0 111illion as
at 30 June 2023. mainly due 10 the continued increase in (i) fixed assets to appi'oximately
RMB6.905.8 1/1/1110n as at 30 June 2023: and (Ii) accounts receivable 10 approximately
RMB5.7I 8.2 11Tillion as at 30 June 2023. \vhicli were in line willT the Gi'oup's business
growlli. The GIDup's casli at bank and on nand balance further incl'eased to apj, To ximaiely
RMB5,193.8 11/11/1011 as at 30 June 2023. mainly duelo the net casliinnow fronioperatino

activities and financing activities of appi'oximately RMB344.0 million and RMB1.496.4

million respectively in the first 11alf of 2023

Tom! 11t!bifji!ts

Tile Group's total liabilities increased from appi'oximaiely RMB8.893.6 In illioii as
at 31 Decembei' 2021 to approxiiiiately RMB13.666.2 niillion as at 31 December 2022.
mainly due to the increase in long-Ierin loans froni approxiinaiely RMB 1.289.5In 11/10n as

at 31 December 2021 10 approximately Rl\IB3.951.0 million as at 31 December 2022
since the Group drew down additional loans for acquisitions and operaiino use ill 2022

Tile Group's total liabilities further incl'eased to approximately RMB 16,127.3

million as at 30 June 2023, mainly due to (1) increase in other I>ayables from

approximately RMB641.5In11/10n as at 31 December 2022 to ajiproximaiely RMB1,763.1
million as at 30 June 2023; (ii) incl'ease in non-curient liabilities due \\, 1111/11 one year from
approximately RMB732.9 million as at 31 December 2022 to appi'oximaiely RMB1.882.4
million as at 30 June 2023; and (iii) further increase in long-ternT loans to approximately
Rl\IB4.217.9 million as at 30 June 2023
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Toni! cqi!11\ nili'I'foilmblc 10 Inc SIInitholdci's

With the combined effects of the above. total equity alitibuiable to 111e Shareholdei's
increased froni approxiiiiaiely RMB9.782.0 1/1/1110n as at 31 December 2021 to
approximately Rl\IB10.144.2inillion and RMB10.510.3 1111/1ion as at 31 Deceinbei' 2022
and 30 June 2023 respectively

Sucli Improvement in the overall financial structure of the Gi'oup was generally in
line willI the Groups business growlli and I>To fitability recorded

I. 3 01/1100k of tile G, .o11p

As noied in the Company's 2022 Annual Report and 20231nierini Results Announcement.
willI the continuous implementation of national policies sucli as "Strong Cyber Power" (1:14*;
inn!I), "Digital China" (^:+ 'PFQ ) and "Eastern Data Western Coinpuiing" (*:!\!I, 3:1) in 2022
and the first ITalf of 2023. the PRC's dialial economy and teal economy continued 10 deepen
the11' integration, and the construction of new infoi'mallon infrasii'uciure. including 5G and
gigabit optical network, has achieved In Ilesione progress. in Marcli 2023. the Central
Commitiee of the Communist Party of China (*!*,",{) and the Slate Council (^jinl$t) issued
tile Overall Layout Plan for the Construction of Digital China ( ,(!$(*'t'ntlft;t*^*!!1111;it;I
1:11\ ). proposing key me asui'es sucli as opening up the niain arteries of digital economy
infi'asti'uciure and unblockino the circulation of data resources. laying the foundation for the
PRC's ovei'all dioital economy development. The Group, belno a leadino player in the industry.
determined 10 seize the opportunity of market recovery and gain leading shares in
telecommunication operatoi's ' centralised procureiitents. so as 10 achieve ranid growlli in
operating income and profit

in 2023, the Manageinent expects that the global Ielecommunicaiion Industi'y will
continue 10 gro\\, and the Gi'oup will continue to implement its developinent SII'alegies.
including (1) to opiiiiiise product nTix. increase efficiency and lower costs; (11) 10 diversify.
in legi'ate and achieve synergies among businesses; (iii) to sirengihenvarious

internationalisation so as to seize growth opportunities 111 overseas nTarkets: and (Iv) 10
11nprove smart inariufacturing ability. strengthen investment in research and developineni and
develop new products and materials. so as 10 achieve sustainable growth

in view of the solid financial position of the Group as described above. we believe that
it 11as 13rovided the Grouj, willI the foundation and flexibility 10 conduct In erger and acquisition
activities in achieving its developinent strategies and strive for further growth. \vhicli in turn.
is in the interests of the Company and the Shareholders as a whole

2. Background information of the Target Group Companies

2.1 Principal b, ,sinesses of Ihe Tm'get Groi, p COINpmiies

RFS Gel'Jimii\,

RFS Gel'nTany is a company willI Iiinited liability incorporated in Germany and is
principalIy engaged in the development and production of power cables foi' sales across
Europe, Middle East and Africa ("EMEA"). lis products include a \\, Ide range of power
cables including ladio frequency cable. leaky cable and 11ybTid cable. These power cables
are 11Tainly used in areas sucli as in-tunnel traffic, broadcasting. outdoor and in-building

-8-



communications and network. As ill 111e Latest Practicable Dale, RFS Celliiany was
owned as 10 100% by RFS Holdino. and the sales leanT and Lesearcli and development
leani of the Target Group Companies are Inainly based in Getinaiiy

RFS SIIc/1011

RFS Suzhou is a Iimiied liability company incorporated ill 111e PRC. RFS Suzhou is
principalIy engaged in tile inariufaciuring of networking equipment for the base stations
supporting tliird-generation and next generation 11Tobile communication sysieiii and other
connectivity sysieins for the Asia-Pacific market. as well as PI'oviding wide ianoe of other
related services and technical support. As at Ihe Latest Practicable Date. RFS Suzliou was

owned as to 100% by RFS Holding. and mainly acted as the produciion base fortlie Taroei
Group Companies

2.2 Financial i, ,/on, runo, , of tile mrgei Groiip Coinprrnies

Set out below is a table summai'isino certain key financial information of the Target
Group Companies as at 30 June 2023

Ex'fluc! of coilsoli(/rifed bdlui!ce sheei

Total assets

- Cns/I inId bullk brimi!cdS

- Resii'ICied cdSh

- ACcoiiJii. s IVCeii, rib/e

~ 111vciiio!'v

- 0111e!' I'eceii, rible

Total liabilities

- ACcoiiiii$ pd}, rible

- 01hci' primble

Total equity

We undei'stand front the Mariaoement that the Tamet Group Coinpanies 11ad been
undergoing reoi'ganisaiion 10 carve out businesses that are unrelated 10 the Cable Business

Acquisition, \vhicli was completed in M^, 2023. As such, analysis and discussions
relating 10 Target Group Companies' financials will be focused on 30 June 2023

As at

30 June

2023

EUR '000

fillidiidiYed)

84,808

5,032

1,339

18,788

37,686

3,154

66,500

27,619

6,688

18,300
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As set oui above. total assets of the Target Group Companies as at 30 June 2023
amounted to approximately EUR84.8 million. \vhicli consisted Inainly of co inveniory

alitounied to approxiiiiately EUR37.7 million: and (ii) accounts receivable and other

receivable of approximately EUR21.9 niillion. Casli alld bank balances and I'estricied cash
of the Tal'gel Group Companies ainounted 10 approxiiiTately EUR6.4 nTillion as at 30 June
2023

Total liabilities of the Target Group Coinpanies as at 30 June 2023 amounted to
approximately EUR66.5 niillioii; amongst which. accounts payable and other payable

ainounted 10 appi'oximately EUR34.3 in illion. Other liabilities of the Taroet Group

Coinpanies as at 30 June 2023 \\, ere mainly I'elated to pension I'eserve and lease liabilities
As at 30 June 2023. the Tar, ei Group Companies did 1101 nave any outsiandino debts
According to the Shai'e Pui'chase Agreement, all outstanding debts (if any) of the Target

Gi'oup Companies will be settled on or before the CIOsino Dale

As a result of the above, total equity of the Target Group Companies as at 30 June
2023 amounted 10 approximaiely EUR18.31/1/1110n

F1'onI information provided by the Management. we understand Inai the Target
Group Companies generaled revenue of appi'oximaiely EUR96.81111/1ion in 2022. where
majoriiy of whicli were being generated from the EMEA region. in tellits of bottom-line.

we understand that the Target Gi'oup Companies were loss-makino during the latest
financial year. whicli \\, as mainly due to the impact of price nuctuations in coppei' (being
a Inajor raw niaterial) and ill Iui'n, led 10 an increase in costs of production. Sucl\ adverse

impact was funhei' augmented by (i) the CoVID-19 pandeiiiic; (Ii) assets inIPairment
loss; and (Iii) expenses incurred in relation 10 deregistraiioii of subsidiaries

3. Principal terms of the Share Purchase Agreement

On I August 2023 (Central EUi'opean Tilllei. the Company and YOFC Germany (an
indirect wholly-owned subsidiai'y of 111e Company) entei'ed into the Share Purchase Agi'eement
willI RFS Holding, PUTSuaiii to whicli RFS Holdin" conditionally agreed 10 sell. and (1) YOFC

Germany conditionally agreed 10 purchase the entire equity Intel'esi in RFS Germany; and (11)
the Company condiiionally agreed to purchase the entire equity interest in RFS Suzhou. at the
Consideration of an amount equal to the Base Consideration of EUR7,100,000 after application
of adjustments. Based on the Taroet CIOup Companies' financials as at 30 June 2023, tile total
Consideration (for illustration) would be amounted to approximately EUR1.106,000. The
Considei'ajioii shall be settled in cash ftinded by tile GIDup's internal resources

For details of the principal terms of tile Share Purchase ADreement. please refei' 10 the
"Letter froiTi Ihe Board" of the Circular. When consideiing the fairness and reasonableness of
Ihe terms of the Share Purchase Agi'Gemeni. we have taken into account the followino factors



3.1 Tl, e Consideration

As set out in the "Letter trolli the Board" of the Circulai'. the Considei'alloii shall be

delei'milled in accoi'dance to the following formula

B(Ise Coilsideit!Iioii

The Base Consideration for tile Cable Business Acquisition payable by the Coinpany
and YOFC Gerinany under the Share Purchase AUI'eeliieni is EUR7.100,000

Art^^!., 1/1/'11t to Ihc Bdse Coilsi'delftii'o11

The total Consideration payable by 111e Company and YOFC Germany 10 RFS
Holdino for' the Cable Business Acquisition shall be tietermined according to the
following price adjustment Inechanism:

The total Consideration = A + B - C + D - E - F - G. \\, here

A = the Base Considerallon. hemo EUR7.100,000

B = the aggregate amount of cash and casli equivalents of the Target Group
Coinpanies as per the Share Purchase Agreement, if any. on 111e CICSino Date

C = the aggregate amount of financial debt obligations (including interest accrued.
if any) of the Target Group Companies as per the Share Purchase Agreement. if any, on
the Closing Date

D = the balance sheet items of the Target Group Companies \\, hich are to remain
economicalIy willI RFS Holdino and 10 be taken into account as increase iteins as per the
Share Purchase Agreement on the Closing Dale (being the aggregate of accounts
receivable and other receivable) (the "Balance Sheet Increase Items")

E = the balance sheet iteins of the Tamet Group Companies whicli are to reinain
economicalIy willI RFS Holdino and 10 be taken into account as deductibles as per the
Share Purchase Agreeinent on the Closing Dale (being the aggregate of accounts payable
and other payable) (tile "Balance Sheet Deductible items").

F = EUR34.200,000 less 111e total net inventory value of the Target Group
Conipanies (after inter-company elimination) as pel' the Share Purchase Agreeineni on 111e
Closing Date

G = The amount of Casli Pool Payable as per the Share Purchase Agreement on the
Closing Date
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Based on Ihe uriaudited consolidaied Inariagemeni account o1' the Target Group
Companies as at 30 lulle 2023. the total Consideration (for illusii'allon) payable undei' the
Share Purchase Agi'eemeiii would be approximately EUR1.106,000. Details are illusti'ated
below

(A)

(B)

Base Consideration

(c)

Pills. ' As!gregale amount of casli and casli equivalents
as at 30 June 2023

(D)

Le. *s. Aggi'egaie amount of financial debts as at 30
June 2023

Pill, .' Balance Sheet Increase items as at 30 June 2023

(being the aggregate of accounts receivable and
other receivable)"'

Less. ' Balance Sheet Deductible Items as at 30 June

2023 (being 111e aggi'egate of accounts payable
and other payable)'~'

Le, s. A1nouni of total net Inventory \, alue as at 30
June 2023 whiclT falls short of EUR34,200.000

Less. ' Amouiii of Casli Pool Payable as at 30 June
2023

(E)

(F)

(G)

Nili, F

EUR '000

Total Consideration:

Out 111 Ihe Bitl;ince Sheet incre"re Items of approximately EUR21.9In111ion lis at 30 June 2023.
;IPPi'OKim"tely EUR18.8 lulllion was "ccnunt\ recei\. ithle\. tilld the reni"in ing up pro\jin:11cly EUR3. I
million \\, as o1h. r receivables. \\, hich niainly consisted o1 :Idvancc paymciii 10 suppliei

Out 111' the Bill;ince SIIeei Deductihle liems of approximately EUR3431111/1ioii its ill 30 June 2023.
lippru\Iruately EU R27.6 in illion wits accounts payuble\. tind the I emuining approximately EUR6.7
1111/1ion was other payiibles. \vhicli inninly con <1stetl of payroll payable. lax pay;Ible und adviince
pitymeni reccivcd

7. I 00

.

6,371

We nave discussed willI the Management and 11nderstand that tile formula in deriving at
the Consideration payable in essence lakes into account the \, alue of the Target Group
Coinpanies after arm's Iengili negotiations between the Group and RFS Holding. and adjusted
by the net cash and certain balance sheet Ileins of the Tai'net Group Coinpanies. We understand
that Casli Pool Payable represents certain payable froni RFS Holdinu 10 tile Taroet Group
Companies resulted trolli a casli pool systent opei'ated by RFS Holding willI its subsidiaries.
whei'e sucli arrangement will be terminated on or before the completion of Closing. With
reference to the aforesaid formula in deriving at the iotal Consideration. \\, e ale of the view Inai
the adjustments made to the Base Coilsidei'allon. \vhicli lakes into account the balance sheet
positions of the Taroei Group Companies o11 the Closing Dale. is fair and reasonable

21,942

(34,307)

1,106



To assess the fairness and I'easonableness of 111e Consider allon. \\, c nave identified listed

companies engaging in similai' business of Ihe Tai'gel Grouj, Coinpaiiies (111e "Coinparable
Companies") and analysed their price-10-net asset \, alue or pi'ice-to-book ratio ithe "PIB
Ratio(s)"), \vhicli is a coinmoiily used valuation yai'dstick in conducting Inarkei coinparable
analysis. Since the Target Gi'oup Companies are loss-making during the In OSI recent financial
yeai', price-to-earning ratio is not applicable

in selecting the Coinparable Coinpanies. our selection CTitei'Ia focused on companies that
are (1) listed o11 the Stock EXchange: and (11) principalIy engaged in I'esearch. developiiieni.
manufaciui'Ing and sales of power cable and neiworking equipment for base stations
Considering the Company is listed on the Stock EXchange and the Target Group Companies are
principalIy engaged in the aforesaid businesses. we are of the view that the selection CTitei'Ia

for Coinparable Companies is fair and representative

Independent Shareholders should note that despite of the aforesaid criteria. the business

and scale of operations of tile Target Gi'oup Companies ai'e not exactly the same as those of the
Coinparable Companies. and we 11ave not conducted any in-deptli invest10aiion into the
business and operations of tile ConTparable Companies. For instance, (i) in terms of scale of

opei'allons. the net asset allribuiable to equity 1101ders of the Coinparable Companies ranged
f^o111 approxiinately HKS610.2 nTill 1011 to HKS3,828.0 million as illusti'ated below. while tile
net asset allribuiable to equity ITolders of 111e Taroei Gi'oup Companies amounted 10

appi'oxiinately EUR18.3 million (equivalent to approximately HK$152.8 million); and (11) in
ternis of business, based o11 publicly available information and as summarised below. \\, e noted
Ihai certain businesses of the Coinparable Coinpanies, sucli as irradiation processing and the
manufacturing and sales of higli temperature I'esisiant cables. have not been engaged by the
Target Gi'oup Companies

Notwiilisiaiiding the above. considering boili the Coinpai'able Conipanies and the Target
Gi'oup ai'e I, rincipally engagecl in the same business sector (i. e. ITtajonty of the revenue are
related 10 the manufaciui'ing and sales of power cable and networkino equipment for base
stations). we believe Inat 111e Coinparable Companies selected are appropriate to serve as a
benchmai'k refci'ence for coinparable analysis purpose. whicli reflects the prevailing mai'kei
sentiment towards this business sector

The Coinparable Coinpanies below 11a\. e been selected based on the above criteria. and
have been identified Ihrougli our lesearcli usino public information. We believe it is an
exhaustive list based o11 these criteria.



Stock

code Company nanie

1720 Pullan

Coinmunicalion

Group Limited

Principal businesses

947 MOBI De\'elopineni \10BI Developiiieni Co. . Lid. 15 an
Co . Ltd holdingIn\. eslinenl coinpany

principal Iy engaged in Ihe
manufiiciure and sales of wireless

cuminunicaiion antennas and base

station radio frequency subsysienis

Pulluii Coininunicaiioii Group Liiiiiied
cableis a coinmunicaiion

manufaciurer and situciured cabling

sysiem product pro\idei

Net asset

allrihutable

\larket PIBto equity

holders"' capitalisation"' Ratio"I
IHK 1111/1^hill IHK 1111/1^bill 1111/1, I)

1202 Cliengdu SIWl

Science and

Techiiology

Coinpany Liiniied

616.0

Cliengdu SIWI Science alld
Technology Co Lid is a PRC-based
coinmunicaiion cable manufacturei

The company^ is principal Iy engaged

ill the Iechnoiogy research and

development. pro^Ci
inariufaciuring. sales 11nd service of

eleciric \\, ITes and cables. optical
libel' and cables. \\, lie and cable

specific initierials. Inadi;mon
cableprocessing. accessories

special equipment. equipmeni and
different kinds of informalion

indusirial poducis devices and
equipment

63.8

610.2

0.10

1300

201.4

.

Trigiant Group
I'm!led

816.3

0.33

272 O

Trigiani Group Limited is an
1101ding companyin\ eslmenl

principal Iy engaged in Ihe

mallufacitii'e and sales o1 feeder

cable 11nd related pro^Cis for
mobile andcommunications

telecommunication equipment

0.33

3,828.0 859.9 O 22



Stock

code Crimpan} name

1085 Hengxin Technology Hellgxin Teclinolo"y Limiied is an
Lid holding coinpanyIn Yesl!lienl

principalIy engaged in Ihe
production o1 ladio itequeilcy
coaxial cables for 1110bile

coinmunicaiioiis. The company' is

also engaged in Ihe lesearcli. design
developmeni and manufacture of
leiecoiiimunicalions and

Iechnological products. 1110bile
coinmunicaiions sysieins eXchange
equipment. as well as 11nienms and
high Iempei'ature resisiani cables

Principal businesses

Net asset

allributahle

\larket PIBto equity

holders"' capitalisation"' Ratio!31
IHK 1111/1^bill IHK 1111/1^bill 11/11/'51

XIA

I005.7

Sum Ic. Inc 11 cb, 11, I, / flit SlotA E\filmiye 111.1i 11. .hkc\. t nili. hk)

Targei Group Companies

Nu!t,

The net asset '11/1'ibui"ble 10 equiiy 1101der\ 11^ Ihc Cumpar"hle Cump"nies tire exir;ICied fluin Iheir
respective liliesI publi\hed annual reports or ruinual jestilis announcements piior 10 tile L"jest
Pmcti"bit Date. Where WPIic;Ible. foilllumanjuiipurpose. (1) RMBli;is beenirunsluiedinio HKS \\, 1111
exch;inge rate of RMB I 10 HKS I. 08 : 1111d 11i ) EUR h as heeli Iranslaied in 10 11KS willI exclian"e rate of
EUR1 10 HKS8.35

764.4

,

0.38

The mai ket capitalist1110n of 111e Cump"Table Coinpnnie s ai e calcul"led bused o11 their ichpcctivc CIOsin"
pi'Ices multiplied by Ihe loin1 11ninber of is\ued shares as ill Ihc Litiest Pmciicable Dale

PIB Ratios of the Cumpar, Ible Coinp"nie\ ale calculated based o11 theii respective Inarkci capitalisation
as at the LutesI Practic;Ible D"Ie (calculaietl based un the 11' I'especiive closing prices 111uliipiicd by tile
iotal numbei' of issued sharcs us at the Latest Pineiic:foie Daiei. divided by tile net asseiintribui;Iblc 10
equity 1101dei's exii'ticied finin 111eii' I'e \peciive latest publislicd 1111nual reports or annual restilis
announceiiients pi'10r101hc Littc<1 Pmciicable Dale. \Vheieiipplicable. for illusiriiiion pulpose. R\. IB has
been translatetlinio HKS \\. jin excliaii"e rate of RMB1 10 HKSl. OS

The implied PIB Ratio of the Till'net Group Coinpanics is calculated based on Ihe loinl Camidcrutinii of
EUR1.106,000 Ibased o111he Tai'get Ginup Coinpaiiics' fin"nci"Is as at 30 June 2023)jind the net asset
intribuiable to equity 1101der us at 30 June 2023 of ripprnXIIiinicly EUR18.3111illioii

3

4

As shown in the table above. tile total Consideration translates into all implied PIB
Ratio of the Target Group Companies of approximately 0.06 times. \vhicli is SIonificantly
lowei' than 111e PIB Ratio Ianoe of the Coinparable Coinpaiiies front approximately 0.10
times 10 0.38 times. as well as the 111ean and median of the Coinpai'able Companies of
approximately 0.27 times and 0.33 tillIes respectively

\laxiiiium

\jinimum

\lean

Median

152.8

0.38

0.10

0.27

0.33

NIA 0.06'4,



Based o11 the abo\e. \\, e ai'e of tile \, Ie\v Ihai the Considei'allon is fair and reasonable

as far as Ihe Coinpany and the independent Shaleholders are concei'ned.

3.2 Ctis/I seinei, lent

According to the Share Pui'chase Agi'eelnent. the Consideration shall be settled by cash
ill two instalments. being 50% on the Closing Dale and the remainin0 50% upon availability
of accounts of the Tai'get Gi'oup Companies as at the Closing Dale (willTin Ihi'ee months after
the Closing Dale). For details of the payment arrangement. please refer to the paragrapli Ileaded
"Payment arrangement" in the "Letter 1101/1 the Board" of 111e Circular

We noted that the Group 11ad cash at bank and on nand balance of approximately
RMB5.193.8 nTillion as at 30 June 2023. \\, heI'e the total Consideralloii of approximately
EUR1.106,000 (equivalent to approximately RMB9.2 million) (based on Tar"et Group
Companies' financials as at 30 June 2023) represents only approximately 0.2% of the aforesaid
balance. whicli does not nave significant Impact 10 the Group

3.3 Seeno, I concl, ,sio, ,

Having considei'ed the factors above. we are o1' tile view Inat the terms of the Share

Put'chase Agreement and the transactions contemplated thereundei' are on noriiial commercial
terms and are fair and reasonable

4. Reasons for and benefits of the Cable Business Acquisition

As set out in the paragraplT lieaded "Reasons 101' and benefits of the Cable Business
Acquisition" in the "Letter lioni the Board" of the Cii'CUIar. the Cable Business Acquisition
would enable the Group to optimise its production capacity in POWei' cable ntanufaciuring,
promote product divei'silicaiion as well as develop customer base in Ihe international Inai'ket
Tile Management believes that the enterinn into of the Share Purchase Agreement will benefit
the expansion of the Group's business

in this reoai'd. as noted froiii the 2022 Annual Report. divei'sificaiion alld to sirengihen
internationalisation are two of the developineni strategies of the Group. Considering the
principal businesses of the Group. RFS German^ and RFS Suzliou as elaborated in the
paragraphs lieaded "1.1 Pi'incipal business of tile Group" and "2.1 Principal businesses of the
Target Group Companies". we concur \\, 1111 the Manageineni that 111e Group Ina^ achieve
synergistic effects Ihrougli the Cable Business Acquisition and niay benefit trolli the
diversification of PIOduci types, established brand names. Ieclinologies and international
presence of the Target Gi'oup Companies in the Inariner as illusii'ated below

know-hows alld prodwcis: we noted Inai the Taroet Group Companies possess 91
patents. 18 know-hows and 226 11'ademarks relatinu 10 their power cable business.
Throunl} the Cable Business Acquisition. the Group can acquii'e and leveraoe on
these established Iecliiiologies 10 enhance and improve its current power cable
PIOducis portfolio. For' exainple. we understand trolli the Mariaoement that the



Target GIDup Coinpanies possess Inatui'e technology in leaky cables. \vhicli are
mainly adopted in tile in-tunnel envii'onineni. in this I'egard, the Group call level'age
on sucli technology 10 upgrade and enhance compeliiiveness of its leaky cables. in
addition. as elaborated in the paraorapli headed "2.1 Principal businesses of the
Target Group Companies" above. the Tai'gel Group Coinpanies curl'ently nave a wide
range of power cables for applications in various areas; the Group can potentially
achieve cross-sale of power cable PIOducts of the Group and the Target Group
Companies to their I'especiive customers :

c, ,SIo", ers and mm'ket cove, fige: the Target Group ConTpanies nave developed its
brand nanTes and customer base in the EMEA region foi' the sales of various power
cables. We understand fi'Qin the Manageinent that the Group's coverage of its power
cable business is mainly in the PRC. Therefore. the Cable Business Acquisition
enables the Gi'oup to expand into the international power cable market and Gain
access to ovei'seas customers;

competitiveness of file Groi, p 's c!, rre, it prodi, CIS: through the Cable Business
Acquisition. the Group is expected to obtain the Target Gi'oup Companies'
established technolooies in power cables as detailed above. The Gi'oup can utilise
these Ieclinologies 10 upgrade and jinprove its current production know-ho\\, and/or
products pollfolio. or even develop new types of power cables 10 111eet potential
unmet demands in the Inarkei. These in Iui'n call enhance the Groups
competitiveness in the domestic power cable market; and

oper(znO, ,al efficiency: as adversely impacted by the CoVID-19 nandemic. \\, e
understand from Ihe Management that the utilisation lates of Iiroduction facilities of
the Tai'gel Gi'oup Coinpanies had not been 111glT during 111e past few years' Through
the Cable Business Acquisition. the Gi'oup can consolidate the power cable
PIOduciion resources 10 improve operational efficiency. Further. the Group can also
utilise the natenis and know-hows currently owned by the Target Group Coinpanies
in its production. in addition. 111e Gi'ouj, can consolidate the ITUman resources (I. e

sales team) of the Group and the Target GIDup Companies to enhance operational
efficiency

Having considered the above. it is expected that the Cable Business Acquisition will lead
10 further growlli of the Gi'oup's others segment. whicli ITad grown significantly in 2022 due
10 revenue generated froiii power cable as discussed in the liaragraj, 11 lieaded "1.2 Financial
information of 111e GIDup" above. We considered Inat the Cable Business Acquisition is in line
witli the Group's development SII'aleoies alld is in the ordinary and usual course of business of
Ihe Group.



Allhougli the Tai'gel Group Companies \\, ei'e loss-Inai'king in the latesi financial year and
lis short-telln contribution to the 010up following the Cable Business Acquisition may not be
substantial. naving taken into account (i) tile SII'ategic value alld synergistic effects willI the
Group's POWei' cable business as illustrated above that Inay potentially lead 10 further growth
and enhancement in PIOfiiability: (ii) the Considerajion is fair and I'Gasonable as discussed ill

the paragi'aph lieaded "3.1 The Consideralloii" above; and (Iii) the Cable Business Acquisition
enables tile Group to benefit froiiT the continued Growlli in the global power cable markei as
digitalisation, 5G dellsificaiion and Liporade of wireless network etc. remain 10 be 111e \, it al

liends in niajor economies. we are of the view Inai the Cable Business Acquisition is. on
balance, beneficial to the Company and the Shareholders as a whole

Overall, we concur \\, illt the Management that the enterino into of the Share Pui'chase
Agreeiiieni is in the interests of the Company and Ihe Shareliolders as a whole

5. Potential financial effects as a result of the Cable Business Acquisition

Upon completion of the Cable Business Acquisition. RFS Germany and RFS Suzliou will
become subsidiaries of the Conipany and theii. financial results will be consolidated into the
financial statements of the Group

As discussed in the paraorapl} lieaded "3.2 Cash settlement" above. the total

Consideration of appi'oxiiiiaiely EUR1.106,000 (based on Tai'gel Gi'oup Companies' financials
as at 30 June 2023) will be settled ill cash. As such. it is expected that tile Gi'oup's casli albank
and on nand balance will deci'ease by the same alliount as a result of the Cable Business
Acquisition, whicli is nTinimal as coinpared to the Group's casll at bank and on nand balance
as at 30 June 2023

RECOi\{\, IENDATION

Having considei'ed the above principal factors. we are of the \, Iew that (1) the elite1'1ng into
of the Share Purchase AUI'eemeni is in the ordinary and usual coui'se of business of the Gi'oup
and in the interests of the Company and the Shareholders as a whole; and (ii) the ternTs of the
Share Purchase AgreemenI and the transactions conteiiTpl aled thereundei' are on 1101'in al

coinmercial terms and are fair and reasonable as far as the Company and the Independent
Shareholders are concerned



Accordingly, we recommend the independent Shareholders, as well as the Independent
Board Committee to advise the Independent Shareholders, to vote in favour of the proposed
resolution at the EGM to approve the entering into of the Share Purchase Agreement and the
transactions contemplated thereunder.

Ms. Jeaniiy Leung ("Ms. Le",, g") is a Respoiisible Officer of All"s Capitol Li"lited
licensed 10 con'y on Type 6 (advising o11 corporale finalice) regw!died activiiy 14nder the SFO
o11d perl, litted 10 undertake wo, 'k OS a sponsor She is also a Responsible Officer of Alt"s
hives 1171e, its Limited licensed to carry o11 Type I (death^g in securities) regulared aciivity under
the SFO. Ms. Lewng has orei' 30 yeni's of experience in coino, .ate lividiice advisory and
coni, nerciolfield ill Greater China, in panicu/OK she has participated in sponsorshi^ workfor
in innl public offerings rind acied as filialICiol adviser or independent financial advise, ' in
varioi, s coipoi'ote finance trollsociions.

Yours faithfully,
For and on behalf of

apital Limited

I
Jeanny rig

Responsible Officer


