
22 October 2026

To: the Independent Board Committee and the Independent Shareholders of

CCT Fortis Holdings Limited

Dear Sir and Madam,

CONNECTED TRANSACTION IN RELATION TO

THE AMENDMENTS TO THE 2025 CONVERTIBLE BONDS DUE 2025

INTRODUCTION

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

Independent Board Committee and the Independent Shareholders in respect of the Second Deed

of Amendment and the transactions contemplated thereunder, including the Specific Mandate,

details of which are set out in the letter from the Board (the ‘‘Board Letter’’) contained in the

circular of CCT Fortis Holdings Limited (the ‘‘Company’’) dated 22 October 2026 (the

‘‘Circular’’). Unless the context otherwise requires, terms used in this letter shall have the

same meanings as those defined in the Circular.

References are made to the announcements of the Company dated 16 November 2022, 11

January 2023 and 20 January 2023, and the circular of the Company dated 19 December 2022

in relation to the issue of the 2025 Convertible Bonds in the aggregate principal amount of

HK$220,000,000 to Treasure Goal. References are also made to the announcements of the

Company dated 17 May 2023 and 5 June 2024, in relation to, amongst others, the transfer and

conversion of part of the 2025 Convertible Bonds. References are also made to the

announcements of the Company dated 2 January 2026 and 25 February 2026, and the circular

of the Company dated 9 February 2026 in relation to the entering into of the amendment deed

on 2 January 2026 for the amendments to be made to the 2025 Convertible Bonds (the ‘‘First

Deed of Amendment’’). As such amendment deed was not approved by the Independent

Shareholders at the special general meeting of the Company held on 25 February 2026, the

conditions of such amendment deed had not been satisfied and the amendments thereunder did

not take effect.



The 2025 Convertible Bonds fell due on 31 December 2025 pursuant to the existing terms

and conditions of the 2025 Convertible Bonds.

On 11 September 2026, after trading hours, the Company and the Bondholders entered

into the Second Deed of Amendment, pursuant to which they conditionally agreed to amend

the terms of the 2025 Convertible Bonds by (i) extending the maturity date from 31 December

2025 to 31 December 2028; (ii) amending the conversion price to HK$0.27 per Conversion

Share from and including the date of the amendments under the Second Deed of Amendment

having become effective to and including the Extended Maturity Date; and (iii) reducing the

interest rate from 4.5% per annum to 0% per annum from and including 11 September 2026 to

and including the Extended Maturity Date (collectively, the ‘‘Amendments’’).

As at the Latest Practicable Date, the outstanding principal amount of the 2025

Convertible Bonds was HK$87,920,000, comprising HK$83,000,000 held by Treasure Goal and

HK$4,920,000 held by Cheer Fame, respectively. Save for the Amendments, the Board Letter

states that all other terms and conditions of the 2025 Convertible Bonds remain unchanged and

in full force and effect.

LISTING RULES IMPLICATIONS

Pursuant to Rule 28.05 of the Listing Rules, any alterations in the terms of convertible

debt securities after issue must be approved by the Stock Exchange, except where the alteration

takes effect automatically under the existing terms of such convertible debt securities.

Accordingly, an application will be made by the Company to the Stock Exchange for the

approval of the Amendments. An application will be made by the Company to the Listing

Committee for the listing of, and permission to deal in, the Conversion Shares which may fall

to be issued upon conversion of the 2025 Convertible Bonds. No application will be made for

the listing of the 2025 Convertible Bonds on the Stock Exchange or any other stock exchange.

Treasure Goal, one of the Bondholders, is beneficially and ultimately owned by Mr. Mak,

being the chairman, the chief executive officer, an executive Director and the controlling

Shareholder of the Company, and Cheer Fame, the other Bondholder, is beneficially and

wholly owned by Mr. TK Mak, the chairman and the chief executive officer of Blackbird

Group, a controlling shareholder of the Company and the son of Mr. Mak, and hence Treasure

Goal and Cheer Fame are connected persons of the Company under Chapter 14A of the Listing

Rules. As at the Latest Practicable Date, Mr. Mak held 2,558,965 Shares, representing

approximately 1.60% of the issued share capital of the Company, and Mr. Mak and Mr. TK

Mak are deemed under Part XV of the SFO to be interested in 101,457,807 Shares held by

Capital Winner, New Capital and Capital Force. These interests amounted to 104,016,772

Shares in aggregate, representing approximately 65.02% of the issued share capital of the

Company. Accordingly, the entering into of the Second Deed of Amendment constitutes a

connected transaction on the part of the Company and is subject to the reporting,

announcement, circular and Independent Shareholders’ approval requirements under Chapter

14A of the Listing Rules.
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Mr. Mak has abstained from voting on the resolutions in relation to the Second Deed of

Amendment and the transactions contemplated thereunder, including the grant of the Specific

Mandate proposed to the Board. Save as disclosed above, none of the Directors whom attended

the Board meeting has a material interest in the Second Deed of Amendment and the

transactions contemplated thereunder, including the grant of the Specific Mandate.

THE INDEPENDENT BOARD COMMITTEE

An Independent Board Committee comprising Mr. Chen Li, Mr. Chow Siu Ngor and Mr.

Lau Ho Kit, Ivan, being all the independent non-executive Directors, has been established to

advise the Independent Shareholders in respect of the Second Deed of Amendment and the

transactions contemplated thereunder, including the grant of the Specific Mandate for the

allotment and issue of the Conversion Shares. We, Merdeka Corporate Finance Limited

(‘‘Merdeka’’), have been appointed as the Independent Financial Adviser to advise the

Independent Board Committee and the Independent Shareholders as to whether the Second

Deed of Amendment and the transactions contemplated thereunder, including the grant of the

Specific Mandate, are on normal commercial terms, are fair and reasonable so far as the

Independent Shareholders are concerned and are in the interests of the Company and the

Shareholders as a whole, and how the Independent Shareholders should vote on the relevant

resolution(s) to be proposed at the SGM.

OUR INDEPENDENCE

As at the Latest Practicable Date, we did not have any relationship with, or interests in,

the Company that could reasonably be regarded as relevant to our independence. Apart from

normal professional fees payable to us in connection with this engagement, no arrangements

exist whereby we had received any fees or benefits from the Company or any other party to the

transactions that could reasonably be regarded as relevant to our independence. During the past

two years, we did not have any engagement with the Company or the Directors, chief

executives of the Company and substantial Shareholders or any of their associates. Therefore,

we consider that we are independent of the Company pursuant to the Listing Rules.

BASIS OF OUR OPINION

In formulating our opinion and recommendation to the Independent Board Committee and

the Independent Shareholders, we have performed the procedures and taken the steps which we

consider necessary, including reviewing the relevant agreements, documents and information

provided by the Company and, where appropriate, cross-checking such information against

relevant publicly available information, statistics, market data and applicable rules and

regulations. We have also considered the information, facts and representations provided, and

the opinions expressed, by the Company, the Directors and/or the management of the Group

(the ‘‘Management’’) and/or contained or referred to in the Circular were true, accurate and

complete at the time they were made and will continue to be so up to the date of the SGM.
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The documents reviewed include, but are not limited to: (i) the Second Deed of

Amendment; (ii) the announcement of the Company dated 11 September 2026 in relation to the

Second Deed of Amendment; (iii) the circular of the Company dated 9 February 2026 and the

supplemental announcement dated 12 March 2026 in relation to the previous proposed

amendments to the 2025 Convertible Bonds; (iv) the annual report of the Company for the year

ended 31 December 2025 (the ‘‘2025 Annual Report’’); (v) the interim report of the Company

for the six months ended 30 June 2026 (the ‘‘2026 Interim Report’’); (vi) other relevant

information contained in the Circular; and (vii) other relevant publicly available information.

The Directors jointly and severally accept full responsibility for the accuracy of the

information contained in the Circular and confirm, having made all reasonable enquiries, that

to the best of their knowledge, opinions expressed in the Circular have been arrived at after

due and careful consideration and there are no other facts not contained in the Circular, the

omission of which would make any statement in the Circular misleading.

We consider that we have been provided with sufficient information to reach an informed

view and to provide a reasonable basis for our opinion. We have not, however, conducted any

independent verification of the information included in the Circular and provided to us by the

Directors and the Management, nor have we conducted any form of an in-depth investigation

into the business and affairs or the future prospects of the Group.

This letter is issued to provide the information for the Independent Board Committee and

the Independent Shareholders solely in connection with their consideration of the Second Deed

of Amendment and the transactions contemplated thereunder. Except for its inclusion in the

Circular, this letter is not to be quoted or referred to, in whole or in part, nor shall this letter

be used for any other purpose without our prior written consent. Our opinion is based on the

financial, economic, market, and other conditions in effect and the information made available

to us as at the Latest Practicable Date.

PRINCIPAL FACTORS AND REASONS TAKEN INTO CONSIDERATION

1. Background information of the parties involved

1.1. The Group

Background information of the Group

As referred to the Board Letter, the Group is principally engaged in (i) property

business; (ii) securities business; (iii) multifaceted automotive business and

investments in valuable collections; and (iv) cultural entertainment business.
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Financial information of the Group

Set out below is a summary of the consolidated financial information of the

Group for (i) the six months ended 30 June 2025 and 2026 as extracted from the

2026 Interim Report; and (ii) the years ended 31 December 2024 (‘‘FY2024’’) and

31 December 2025 (‘‘FY2025’’) as extracted from the 2025 Annual Report,

respectively.

For the six months ended

30 June

For the year ended

31 December

2026 2025 2025 2024

HK$ million HK$ million HK$ million HK$ million

Unaudited

Unaudited

and restated Audited

Audited and

restated

Revenue 229 238 606 530

Gross profit 40 46 98 116

Loss for the period/year (128) (210) (327) (396)

As at

30 June

As at

31 December

2026 2025

HK$ million HK$ million

Unaudited Audited

Non-current assets 1,656 1,677

Current assets 667 823

Current liabilities (988) (1,014)

Net current liabilities (321) (191)

Non-current liabilities (1,105) (1,128)

For the six months ended 30 June 2026 and 30 June 2025

The Group’s revenue from continuing operations decreased by approximately

3.8% from approximately HK$238 million for the six months ended 30 June 2025

(restated) to approximately HK$229 million for the six months ended 30 June 2026.

According to the 2026 Interim Report, such decrease was primarily attributable to

the disposal of businesses involving landscape design services, retail sales of flowers

and plants, and food and beverage services in July 2025. This was partly offset by an

increase in revenue from the Ferrari business, driven by an accelerated pace of

vehicle deliveries.

The Group’s gross profit from continuing operations decreased by

approximately 13.0% from approximately HK$46 million for the six months ended

30 June 2025 (restated) to approximately HK$40 million for the six months ended 30

June 2026. The corresponding gross profit margin decreased from approximately

19.3% to approximately 17.5%.
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The Group recorded a net loss attributable to owners of the Company of

approximately HK$128 million for the six months ended 30 June 2026, compared

with approximately HK$210 million for the corresponding period in 2025,

representing a decrease of approximately 39.0%. The reduction in loss was primarily

attributable to (i) a decrease in impairment loss on a property included in assets of

disposal groups classified as held for sale from approximately HK$99 million to

approximately HK$26 million; and (ii) a decrease in administrative expenses of

approximately HK$22 million following the aforementioned business disposals.

As at 30 June 2026, the Group recorded net current liabilities and net assets of

approximately HK$321 million and HK$230 million, respectively, compared with

approximately HK$191 million and HK$358 million as at 31 December 2025. The

increase in net current liabilities was mainly attributable to the utilisation of working

capital for daily operations and the aforementioned property impairment loss. Cash

and cash equivalents amounted to approximately HK$13 million as at 30 June 2026,

compared with approximately HK$12 million as at 31 December 2025.

For the year ended 31 December 2025 and 31 December 2024

The Group’s revenue from continuing operations increased by approximately

14.3% from approximately HK$530 million for FY2024 (restated) to approximately

HK$606 million for FY2025. According to the 2025 Annual Report, such increase

was mainly attributable to the additional revenue contributed by the Ferrari business.

The comparative revenue and gross profit figures for FY2024 were restated to reflect

the presentation of the logistics business as discontinued operations.

The Group’s gross profit from continuing operations decreased by

approximately 15.5% from approximately HK$116 million for FY2024 (restated) to

approximately HK$98 million for FY2025. The corresponding gross profit margin

decreased from approximately 21.9% to approximately 16.2%.

The Group recorded a net loss attributable to owners of the Company of

approximately HK$327 million for FY2025, compared with approximately HK$396

million for FY2024, representing a decrease of approximately 17.4%. According to

the 2025 Annual Report, the reduction in loss was mainly attributable to the

implementation of cost control measures, which resulted in a decrease in

administrative expenses of approximately HK$51 million. Nevertheless, the Group’s

loss for FY2025 included a non-cash fair value loss on investment in a film of

approximately HK$64 million, impairment of a promissory note receivable of

approximately HK$5 million and impairment of assets of disposal groups classified

as held for sale of approximately HK$79 million.
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As at 31 December 2025, the Group recorded net current liabilities and net

assets of approximately HK$191 million and HK$358 million, respectively,

compared with approximately HK$1,150 million and HK$672 million as at 31

December 2024. The reduction in net current liabilities was primarily attributable to

the reclassification of certain bank and other borrowings from current liabilities to

non-current liabilities. Meanwhile, the Group’s cash and cash equivalents decreased

from approximately HK$45 million as at 31 December 2024 to approximately

HK$12 million as at 31 December 2025.

1.2. Background of the Bondholders

Treasure Goal, one of the Bondholders, is beneficially and ultimately owned by Mr.

Mak, the chairman, chief executive officer, an executive Director and controlling

Shareholder of the Company. Cheer Fame, the other Bondholder, is beneficially and

wholly owned by Mr. TK Mak, the chairman and chief executive officer of Blackbird

Group, a controlling Shareholder of the Company and the son of Mr. Mak. Accordingly,

Treasure Goal and Cheer Fame are connected persons of the Company under Chapter 14A

of the Listing Rules. Both Treasure Goal and Cheer Fame are principally engaged in

investment holding.

As at the Latest Practicable Date, Mr. Mak held 2,558,965 Shares directly and was

deemed under Part XV of the SFO to be interested in 101,457,807 Shares held by Capital

Winner, New Capital and Capital Force. These interests amounted to 104,016,772 Shares

in aggregate, representing approximately 65.02% of the issued share capital of the

Company.

2. Reasons for and benefits of the Second Deed of Amendment

Liquidity needs of the Group

With reference to the Board Letter, the Company had previously entered into the

First Deed of Amendment dated 2 January 2026 in relation to the proposed amendments

to the terms of the 2025 Convertible Bonds. However, such deed of amendment was not

approved by the Independent Shareholders at the special general meeting of the Company

held on 25 February 2026. Accordingly, the conditions of such deed of amendment were

not satisfied and the amendments contemplated thereunder did not take effect. After the

First Deed of Amendment was not approved by the Independent Shareholders, the

Company was actively exploring alternative funding arrangements with a view to meeting

its obligations under the 2025 Convertible Bonds including (i) new debt financing and

additional bank borrowings; (ii) other fund-raising activities such as placing of new shares

and rights issue; and (iii) disposal of certain assets of the Group to generate additional

cash inflows, for the purpose of securing sufficient resources for the repayment of the

principal amount of and interest accrued on the 2025 Convertible Bonds in an orderly

manner. The Company had also been in discussion with the bondholders of the 2025

Convertible Bonds with a view to securing undertakings from the bondholders not to

demand for the repayment of the principal amount of and interest accrued on the 2025

Convertible Bonds for a period of exceeding one year.
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In view of the Group’s net current liability position as at 30 June 2026 and the

Company’s insufficient financial capacity to meet its redemption obligation in respect of

the 2025 Convertible Bonds, which matured on 31 December 2025, the Company entered

into the Second Deed of Amendment with the Bondholders on 11 September 2026,

pursuant to which the parties conditionally agreed to amend certain terms of the 2025

Convertible Bonds.

Under the Second Deed of Amendment, the maturity date of the 2025 Convertible

Bonds is proposed to be extended from 31 December 2025 to 31 December 2028 (the

‘‘Extended Maturity Date’’). The Conversion Price is proposed to be adjusted to

HK$0.27 per Conversion Share for the period from and including the date on which the

Amendments become effective to and including the Extended Maturity Date. The interest

rate is also proposed to be reduced from 4.5% per annum to 0% per annum for the period

from and including 11 September 2026 to and including the Extended Maturity Date.

As stated in the Board Letter, the proposed extension would defer the Company’s

principal repayment obligation. Upon the Amendments becoming effective, the

outstanding balance of the 2025 Convertible Bonds is expected to be reclassified as a

non-current liability, subject to the applicable accounting requirements. The extension

would allow the Group to retain its financial resources for a longer period and provide

greater flexibility in deploying working capital for its business operations and

development. The reduction in the interest rate would also reduce the Group’s contractual

financing costs and future cash outflows. Based on the outstanding principal amount of

HK$87,920,000, the annualised contractual interest saving would be approximately

HK$3,960,000, assuming that the entire principal amount remains outstanding. Such

saving relates to interest accruing from 11 September 2026 and does not represent a

waiver of interest accrued before that date.

Based on our review of the 2025 Annual Report and the 2026 Interim Report, the

Group recorded net losses attributable to owners of the Company of approximately

HK$327 million for FY2025 and HK$128 million for the six months ended 30 June 2026.

As at 30 June 2026, the Group had net current liabilities of approximately HK$321

million and cash and cash equivalents of approximately HK$13 million, compared with

approximately HK$191 million and HK$12 million, respectively, as at 31 December 2025.

We further noted from the 2025 Annual Report that the independent auditor

expressed an unmodified opinion and included a section headed ‘‘Material uncertainties

relating to going concern’’, drawing attention to circumstances that may cast significant

doubt on the Group’s ability to continue as a going concern. The 2026 Interim Report also

disclosed significant uncertainties as to whether the Group could successfully implement

its plans and measures to improve its liquidity.

Against this background, we consider that, upon becoming effective, the

Amendments would alleviate part of the Group’s repayment pressure by deferring the

principal repayment obligation under the 2025 Convertible Bonds and reducing the related

contractual interest costs. However, the Amendments would not, by themselves, resolve

the Group’s overall liquidity difficulties or the uncertainties relating to going concern.
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As at the Latest Practicable Date, the outstanding principal amount of the 2025

Convertible Bonds was HK$87.92 million, comprising HK$83.00 million held by Treasure

Goal and HK$4.92 million held by Cheer Fame, respectively. By comparison, the Group’s

cash and cash equivalents amounted to approximately HK$13 million as at 30 June 2026.

This balance was substantially below the outstanding principal amount of the 2025

Convertible Bonds and would have been insufficient to repay that principal in full. In

addition, the Group needed to retain cash resources to meet its other obligations,

including accrued interest as it became payable, other debt repayments and daily operating

expenses.

As mentioned in the Board Letter, in the event the Second Deed of Amendment is

not approved by the Independent Shareholders at the SGM, the principal amount of the

2025 Convertible Bonds will remain outstanding and unpaid after its maturity on 31

December 2025. This would constitute a default under the 2025 Convertible Bonds, which

could impair the Group’s ability to obtain debt financing from financial institutions and

create further financial strain on the Group, thereby negatively affecting its financial

position and creating material uncertainties that may cast significant doubt on its ability to

continue operating as a going concern.

Alternative financing methods

We were advised by the Management that it had also considered alternative

financing methods, including debt financing, a placing of new shares, a rights issue, an

open offer and disposal of assets. As mentioned above, the Company continued to explore

these alternatives following the rejection of the First Deed of Amendment by the

Independent Shareholders.

Regarding the current facilities of the Group, we have discussed with the

Management regarding the current facilities of the Company and were advised that all of

the current facilities have been drawn down and utilised as at the Latest Practicable Date,

therefore no current facilities was able to repay the 2025 Convertible Bonds.

Regarding debt financing, as understood from the Board Letter, the Company has

approached two of its existing banks but they refused to increase the facility amount.

After the First Deed of Amendment was not approved by the Independent Shareholders,

the Company has also contacted three other financial institutions to explore potential new

credit lines in addition to the discussions with two other financial institutions. In view of

the Group’s net current liability position of approximately HK$321 million as at 30 June

2026, it would be very difficult for the Group to obtain further debt financing with

favourable terms. In addition, certain of the Group’s assets with a net book value of

approximately HK$1,647 million and time deposits of approximately HK$17 million have

already been pledged to secure bank and other borrowings as at 30 June 2026. As such,

no new facility had been successfully secured as at the Latest Practicable Date.

For our assessment, we obtained and reviewed the timeline regarding the Group’s

approaching to five financial institutions for additional financing. After the First Deed of

Amendment was not approved by the Independent Shareholders, we noted that the Group

met with three financial institutions from April 2026 and up to July 2026. As advised by
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the Management, following the financial institutions’ review of the Group’s financial

information, no further substantive feedback was received and no new facilities have been

secured as at the Latest Practicable Date.

Additional borrowings may require further asset pledges, guarantees or financial

covenants. We noted that certain of the Group’s assets with a net book value of

approximately HK$1,647 million and time deposits of approximately HK$17 million were

already pledged to secure bank and other borrowings as at 30 June 2026. Furthermore,

additional interest-bearing borrowings would entail interest payments and potentially

arrangement fees, whereas the Amendments would reduce the contractual interest rate on

the 2025 Convertible Bonds to nil upon becoming effective, with effect from 11

September 2026. Accordingly, additional interest-bearing debt financing to repay the 2025

Convertible Bonds could impose a greater financing cash outflow burden on the Group

than the proposed Amendments.

As to a placing of new shares, we were advised by the Management that the

Company would need to identify investors willing to subscribe for sufficient new shares.

Given the Group’s continuing losses and liquidity constraints, the Company believes that

the amount obtainable and the time required to secure investors may be uncertain. In

addition, potential investors may also require a discount to the prevailing market price,

and placing commissions and other transaction expenses would reduce the net proceeds

available for repayment of the outstanding bonds. Furthermore, a placing would result in

immediate dilution to existing Shareholders upon the issue of new Shares. By comparison,

the Amendments would not themselves result in immediate dilution, as dilution would

arise upon the exercise of the conversion rights attached to the 2025 Convertible Bonds as

amended by the Second Deed of Amendment.

As to a rights issue or an open offer, existing Shareholders would have an

opportunity to participate in fundraising on a pro rata basis. However, the proceeds

obtainable would depend on subscription support and any underwriting or other funding

commitments. Given the Group’s continuing losses and financial position, Shareholders’

willingness to contribute additional funds may be uncertain. Without sufficient committed

support, a subscription shortfall could leave the Company unable to repay the outstanding

bonds in full. A rights issue or an open offer would also require preparation of the

relevant offering documents and involve additional professional expenses. Underwriting

or placing arrangements, if required, would further increase the fundraising costs and

reduce the net proceeds available for repayment. Furthermore, participating Shareholders

would need to contribute additional funds, while those who do not participate would be

subject to dilution. The time required to arrange and complete such fundraising would

also be relevant, given that the bonds are already overdue. Accordingly, a rights issue or

an open offer may involve uncertainty regarding both the amount and timing of net

proceeds available to meet the outstanding repayment obligation.

As regards disposal of assets, we noted from the Board Letter that the Group entered

into an agreement to dispose of a property for HK$42.45 million, as announced by the

Company on 22 May 2026. However, the proceeds were required to be applied towards
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repayment of the Group’s outstanding revolving loans secured by a mortgage over that

property and were therefore unavailable for partial settlement of the 2025 Convertible

Bonds.

Our view

Having considered (i) the Group’s continuing liquidity constraints and overdue

obligations under the 2025 Convertible Bonds; (ii) the proposed extension of the maturity

date to the Extended Maturity Date, which would defer principal repayment and preserve

the Group’s cash resources; (iii) the proposed reduction in the contractual interest rate

from 4.5% per annum to nil for the period from and including 11 September 2026 to and

including the Extended Maturity Date, which would reduce contractual financing costs;

and (iv) the availability of existing borrowing facilities, the status of additional financing

discussions, and the costs, timing and uncertainties associated with asset disposals as

discussed above, we consider that, upon becoming effective, the Amendments would

alleviate the Group’s repayment pressure and provide greater flexibility in deploying its

working capital. Taking into account these benefits, together with our assessment of the

Conversion Price, potential dilution and treatment of accrued interest as discussed below

in this letter, we consider that the terms and conditions of the Second Deed of

Amendment are fair and reasonable so far as the Independent Shareholders are concerned,

and that the Amendments are in the interests of the Company and the Shareholders as a

whole.

3. The Second Deed of Amendment

3.1. Principal terms of the Second Deed of Amendment

On 11 September 2026, after trading hours, the Company and the Bondholders

entered into the Second Deed of Amendment pursuant to which the Company and the

Bondholders have conditionally agreed to amend the terms of the 2025 Convertible Bonds

as follows:

i) the maturity date of the 2025 Convertible Bonds be extended for three (3) years

from 31 December 2025 to the Extended Maturity Date;

ii) the conversion price of the 2025 Convertible Bonds be changed to HK$0.27 per

Conversion Share from and including the date of the amendments under the

Second Deed of Amendment having become effective to and including the

Extended Maturity Date; and

iii) the interest rate of the 2025 Convertible Bonds be decreased from 4.5% per

annum to 0% per annum from and including 11 September 2026 to and

including the Extended Maturity Date,

save for the Amendments, all other terms and conditions of the 2025 Convertible Bonds

remain unchanged and in full force and effect.
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An application will be made by the Company to the Stock Exchange for the approval

of the Amendments pursuant to Rule 28.05 of the Listing Rules.

Undertaking by the Bondholders

Each of the Bondholders irrevocably and unconditionally undertakes to the

Company that, (a) it will not assign or transfer any part of the outstanding principal

amount of the 2025 Convertible Bonds to any transferee pursuant to the terms and

condition of the 2025 Convertible Bonds on or before the Long Stop Date or the date

of the Amendments having become effective, whichever is earlier; and (b) it will not

take any action or proceedings against the Company to enforce repayment of any

amount due and repayable by the Company under the 2025 Convertible Bonds

pursuant to the terms and conditions of the 2025 Convertible Bonds on or before the

Long Stop Date or the date of the Amendments having become effective, whichever

is earlier.

Conditions of the Second Deed of Amendment

The Second Deed of Amendment is conditional upon:

(i) the passing by the Independent Shareholders at the SGM of the necessary

resolutions to approve the Second Deed of Amendment, the transactions

contemplated thereunder and the Specific Mandate;

(ii) the Company having obtained the approval for the Amendments from the

Stock Exchange in accordance with Rule 28.05 of the Listing Rules;

(iii) the Listing Committee having granted listing of, and permission to, deal in

the Conversion Shares to be allotted and issued upon the exercise of

conversion rights attached to the 2025 Convertible Bonds;

(iv) all necessary consents and approvals required to be obtained on the part of

the Company in respect of the Second Deed of Amendment and the

Amendments having been obtained and remained in full force and effect;

and

(v) all necessary consents and approvals required to be obtained on the part of

the Bondholders in respect of the Second Deed of Amendment and the

Amendments having been obtained and remained in full force and effect.

The Amendments shall take effect on the next Business Day when all the

conditions above are fulfilled. None of the above conditions can be waived. If any of

the above conditions is not fulfilled on or before the Long Stop Date, the Second

Deed of Amendment shall automatically be terminated and be of no further effect

and the Company and the Bondholders shall be released from all obligations

thereunder.
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As at the Latest Practicable Date, none of the above conditions precedent have

been fulfilled.

3.2. Principal terms of the 2025 Convertible Bonds immediately after the Amendments

All the terms of the 2025 Convertible Bonds shall remain unchanged save as revised

by the Amendments. The principal terms of the 2025 Convertible Bonds as disclosed in

the announcement of the Company dated 16 November 2022 and the circular of the

Company dated 19 December 2022 (as revised by the Amendments) are summarised

below:

Issue price: 100% of the principal amount

Aggregate outstanding

principal amount:

HK$87,920,000

Conversion price: The Conversion Price shall be HK$0.27 per Conversion

Share, subject to adjustments as hereafter described.

The Conversion Price of HK$0.27 per Conversion Share

was determined after arm’s length negotiations between the

Company and the Bondholders with reference to the

prevailing market price of the Shares.

Adjustment events: The Conversion Price shall from time to time be subject to

adjustment upon occurrence of the following events:

(i) an alteration to the nominal number of the Shares by

way of consolidation, sub-division, or reclassification;

(ii) an issue (other than in lieu of cash dividend and other

than issue that would amount to capital distribution) of

any Shares credited as fully paid to the Shareholders

by way of capitalisation of profits or reserves

(including any share premium account or capital

redemption reserve fund);

(iii) a capital distribution (in cash or specie and whether on

a reduction of capital or otherwise) to the Shareholders

or grant to the Shareholders rights to acquire for cash

assets of the Group;

(iv) an offer of new Shares to the Shareholders for

conversion by way of rights, or grant, to Shareholders

of any options or warrants to subscribe for new Shares,

at a price which is less than 90% of the market price

on the date of the announcement of the terms of the

offer or grant;
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(v) (aa) an issue of securities wholly for cash or for

reduction of liabilities or for acquisition of asset which

by their terms are convertible into or exchangeable for

or carry rights of conversion for new Shares, and the

total effective consideration per Share initially

receivable for such securities is less than 90% of the

market price on the date of the announcement of the

terms of issue of such securities; (bb) modification of

the rights of conversion or exchange or subscription

attached to any such securities as are mentioned in

section (aa) of this paragraph (v), so that the total

effective consideration per Share initially receivable

for such securities shall be less than 90% of the

market price on the date of announcement of the

proposal to modify such rights of conversion or

exchange or subscription;

(vi) an issue of any Shares wholly for cash or for reduction

of liabilities at a price per Share which is less than

90% of the market price on the date of the

announcement of the terms of such issue; and

(vii) an issue of any Shares for the acquisition of asset at a

total effective consideration per Share which is less

than 90% of the market price at the date of the

announcement of the terms of such issue.

Interest rate: (a) 4.5% per annum from and including the date of issue

of the 2025 Convertible Bonds to and including 10

September 2026; and

(b) 0% per annum from and including 11 September 2026

to and including the Extended Maturity Date.

Interest accrued on the 2025 Convertible Bonds would not

be convertible into the Conversion Shares.

Conversion Shares: Based on the aggregate outstanding principal amount of the

2025 Convertible Bonds of HK$87,920,000, the 2025

Convertible Bonds are convertible into 325,629,629

Conversion Shares at the initial conversion price of

HK$0.27 per Conversion Share (subject to adjustments),

which represents:

(i) approximately 203.56% of the total issued share

capital of the Company as at the Latest Practicable

Date; and
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(ii) approximately 67.06% of the total issued share capital

of the Company as enlarged by the allotment and issue

of the Conversion Shares upon exercise in full of the

conversion rights attaching to the 2025 Convertible

Bonds.

Conversion period: The period commencing from the issue date of the 2025

Convertible Bonds up to 4:00 p.m. (Hong Kong time) on

the day immediately prior to and exclusive of the Extended

Maturity Date.

Conversion rights and

restrictions:

The holder(s) of the 2025 Convertible Bonds shall, subject

to compliance with the procedures set out in the terms and

conditions thereunder, have the right at any time during the

conversion period to convert the whole or part of the

outstanding principal amount of the 2025 Convertible

Bonds registered in its name into the Conversion Shares

provided further that (i) any conversion shall be made in

amounts of not less than a whole multiple of HK$500,000

on each conversion save that if at any time the aggregate

outstanding principal amount of the 2025 Convertible

Bonds is less than HK$500,000, the whole (but not part

only) of the outstanding principal amount of the 2025

Convertible Bonds may be converted; and (ii) the exercise

of the conversion rights attached to the 2025 Convertible

Bonds will not cause the Company to be unable to meet the

public float requirement under the Listing Rules.

Early redemption at

the option of the

Company:

The Company shall be entitled at its sole discretion, by

giving not less than seven (7) days’ notice to the holder(s)

of the 2025 Convertible Bonds, propose to the holder(s) to

redeem the outstanding 2025 Convertible Bonds (in

multiples of HK$500,000 or such lesser amount as may

represent the entire principal amount thereof) an amount

equivalent to 100% of the principal amount of such

outstanding 2025 Convertible Bonds at any time after the

date of issue of the 2025 Convertible Bonds up to and

including the date falling seven (7) days immediately before

the Extended Maturity Date.

Ranking: The Conversion Shares, when allotted and issued, shall rank

pari passu in all respects with the Shares in issue on the

relevant conversion date including the right to all dividends

or other distributions, paid or made on or after the relevant

conversion date other than any dividend or other

distribution previously declared or recommended or

resolved to be paid or made if the record date thereof shall

be on or before the relevant conversion date.
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Extended Maturity

Date:

31 December 2028

Voting rights: The holder(s) of the 2025 Convertible Bonds shall not have

any right to attend or vote in any general meeting of the

Company.

Transferability: Subject to compliance with the Listing Rules, the 2025

Convertible Bonds may be transferred or assigned in whole

or in part in integral multiples of HK$500,000 by the

holder(s) of the 2025 Convertible Bonds to any party, save

and except that the 2025 Convertible Bonds shall not be

transferred to a connected person of the Company unless

with the prior written consent of the Company.

Security: The obligations of the Company under the 2025 Convertible

Bonds are unsecured.

4. Evaluation of the Conversion Price

4.1 Review of share price performance

The Conversion Price of HK$0.27 per Conversion Share represents:

(i) a discount of approximately 12.90% to the closing price of HK$0.31 per Share

as quoted on the Stock Exchange on the Latest Practicable Date;

(ii) a discount of approximately 8.47% to the closing price of HK$0.295 per Share

as quoted on the Stock Exchange on the date of the Second Deed of

Amendment;

(iii) a discount of approximately 8.78% to the average closing prices of HK$0.296

per Share as quoted on the Stock Exchange for the last five consecutive trading

days immediately prior to the date of the Second Deed of Amendment; and

(iv) a theoretical dilution effect (as defined under Rule 7.27B of the Listing Rules)

of approximately 5.89%, represented by the theoretical diluted price (as defined

under Rule 7.27B of the Listing Rules) of approximately HK$0.2786 per Share,

to the benchmarked price of HK$0.296 per Share (as defined under Rule 7.27B

of the Listing Rules, taking into account the higher of (a) the closing price of

HK$0.295 per Share on the date of the Second Deed of Amendment and (b) the

average closing price of HK$0.296 per Share as quoted on the Stock Exchange

for the five consecutive trading days immediately preceding the date of the

Second Deed of Amendment.
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As referred to the Board Letter, we understood that the Conversion Price was

determined with reference to, among other things, (i) the original conversion price; (ii)

the Group’s liquidity constraints and the need to preserve cash resources for ongoing

operations; (iii) the prevailing market price and limited trading liquidity of the Shares;

(iv) the terms of the Amendments, including the extension of maturity and reduction of

the interest rate to nil; and (v) the difficulties in securing additional debt financing and

the potential financing costs associated with such borrowings as detailed in the section

headed ‘‘2. Reasons for and benefits of the Second Deed of Amendment’’ above in this

letter.

In order to assess the fairness and reasonableness of the Conversion Price, we have

reviewed the daily closing prices of the Shares as quoted on the Stock Exchange during

the period from 12 September 2025 up to and including 11 September 2026, being the

date of the Second Deed of Amendment (the ‘‘Review Period’’). On 27 February 2026,

the Company implemented a share consolidation on the basis of every ten existing Shares

being consolidated into one consolidated Share. Accordingly, for comparison purposes,

the closing prices prior to 27 February 2026 have been adjusted by multiplying them by

ten to present all closing prices on a post-consolidation basis.

We consider that the Review Period, covering approximately twelve months

immediately preceding and including the date of the Second Deed of Amendment,

provides a reasonable reference for assessing the historical trading price performance of

the Shares, including shorter-term fluctuations and the overall price trend, and comparing

the Conversion Price with such historical trading prices.

25 Feb 2026:
Capital reorganisation
and CB Amendments
SGM results

Source: The website of the Stock Exchange (www.hkex.com.hk)
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As illustrated in the chart above, during the Review Period, the daily closing prices

of the Shares, adjusted for the effect of the share consolidation, ranged from HK$0.270 to

HK$0.900 per Share, with an average of approximately HK$0.575 per Share. The highest

closing price of HK$0.900 was recorded on 6 January 2026, while the lowest closing

price of HK$0.270 was recorded on each of the seven consecutive trading days from 26

August 2026 to 3 September 2026. The Conversion Price of HK$0.270 per Conversion

Share is equal to the lowest closing price during the Review Period and represents

discounts of approximately 70.00% and 53.05% to the highest and average closing prices,

respectively.

The closing prices of the Shares generally exhibited a downward trend during the

Review Period, declining from HK$0.840 on 12 September 2025 to HK$0.295 on 11

September 2026, representing a decrease of approximately 64.88%, notwithstanding

certain intervening fluctuations. On 2 January 2026, being the date of the Company’s

announcement of the first proposed amendments to the 2025 Convertible Bonds, the

Shares closed at HK$0.710. The closing price decreased to HK$0.650 on 5 January 2026

before increasing by approximately 38.46% to HK$0.900 on 6 January 2026. On 25

February 2026, being the date of the announcement that the first proposed amendments

had not been approved by the Independent Shareholders, the Shares closed at HK$0.650,

followed by HK$0.670 on 26 February 2026.

The Shares closed at HK$0.520 on 12 March 2026, being the date of the Company’s

announcement regarding its efforts to explore alternative funding arrangements, and

increased to HK$0.680 on 13 March 2026. However, these increases were not sustained.

The Shares subsequently closed at HK$0.530 on 30 March 2026, being the date of the

announcement of the Company’s 2025 annual results, and HK$0.440 on 22 May 2026,

being the date of the announcement of the proposed property disposal. The closing price

declined further to HK$0.270 on 28 August 2026, being the date of the 2026 interim

results announcement, before recovering to HK$0.295 on 11 September 2026, being the

date of the Second Deed of Amendment. As confirmed by the Management, the Company

was not aware of any specific reason for the aforesaid fluctuations in the price of the

Shares.
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4.2 Trading liquidity of the Shares

We have also reviewed the historical liquidity of the Shares. The following table sets

out the average daily trading volume per month/period of the Shares during the Review

Period:

Average daily

trading volume of

Shares during the

period/month

Percentage of

average daily

trading volume of

Shares to the total

number of issued

Shares as at the

end of the relevant

period/month

(Shares) (%)

(Note 1) (Note 2)

2025

September 12–30 23,629 0.0148%

October 81,597 0.0510%

November 15,929 0.0100%

December 6,083 0.0038%

2026

January 44,706 0.0279%

February 34,279 0.0214%

March 11,387 0.0071%

April 16,987 0.0106%

May 27,754 0.0173%

June 5,469 0.0034%

July 9,891 0.0062%

August 5,867 0.0037%

September 1–11 (being the date of the

Second Deed of Amendment) 3,000 0.0019%

Maximum 81,597 0.0510%

Minimum 3,000 0.0019%

Average 22,409 0.0140%

Source: The website of the Stock Exchange (www.hkex.com.hk)

Notes:

1. Computed by dividing the total daily trading volume of the Shares by the number of trading days

of the respective corresponding period/month.

2. Computed by dividing the average daily trading volume of the Shares by the total number of

issued Shares at the end of the relevant period/month.
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During the Review Period, the average daily trading volume of the Shares for each

month or partial month ranged from approximately 3,000 Shares to approximately 81,597

Shares. The overall average daily trading volume, calculated by dividing the aggregate

trading volume by the total number of trading days during the Review Period, was

approximately 22,409 Shares. On a basis adjusted for the share consolidation, the monthly

or partial-month average daily trading volumes represented approximately 0.0019% to

0.0510% of the total issued Shares, while the overall average daily trading volume

represented approximately 0.0140%.

For illustrative purposes, assuming full conversion of the outstanding principal

amount of the 2025 Convertible Bonds at the Conversion Price of HK$0.270 per

Conversion Share, a total of 325,629,629 Conversion Shares would be allotted and issued

to the Bondholders. These would represent approximately 203.56% of the issued share

capital of the Company as at the Latest Practicable Date and approximately 67.06% of its

issued share capital as enlarged by the issue of the Conversion Shares, assuming no other

change in the issued share capital. Such full conversion is hypothetical and remains

subject to the conversion restrictions, including compliance with the applicable minimum

public float requirement.

Given the generally low liquidity of the Shares during the Review Period, the

Bondholders may encounter difficulties in disposing of a substantial portion of the

Conversion Shares in the market within a short period. In addition, the disposal of a large

number of Shares within a short period could exert substantial downward pressure on the

market price of the Shares, which could adversely affect the Group’s ability to raise

equity financing. We therefore consider that the limited trading liquidity is a relevant

factor in assessing the commercial rationale for the discount represented by the

Conversion Price.
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4.3 Comparison with other issuance and subscription of convertible bonds/notes

exercises

As part of our analysis, we have further reviewed transactions announced during the

Review Period by companies listed on the Main Board of the Stock Exchange involving

(i) issues of convertible bonds/notes by way of placing or subscription under specific

mandates; or (ii) extensions of the maturity dates of existing convertible bonds/notes

under specific mandates, excluding transactions where the issuers’ shares were suspended

from trading as at the Latest Practicable Date or the proposals had been rejected by

shareholders (the ‘‘Comparable Transactions’’). Based on the above selection criteria,

we have identified an exhaustive list of 17 Comparable Transactions.

Given that (i) the Comparable Transactions represent, to the best of our knowledge,

an exhaustive list of transactions identified based on our selection criteria during the

Review Period, after excluding transactions involving issuers whose shares were

suspended from trading as at the Latest Practicable Date and proposals rejected by

shareholders, and we have not subjectively excluded any transaction meeting such criteria;

(ii) the Review Period of one year up to and including the date of the Second Deed of

Amendment allows us to identify a sufficient number of Comparable Transactions to

assess recent market practice; and (iii) all issuers involved in the Comparable

Transactions are companies listed on the Main Board of the Stock Exchange and the

transactions involved either new issues of convertible bonds/notes or extensions of the

maturity dates of existing convertible bonds/notes under specific mandates, we consider

that the Comparable Transactions constitute a fair and representative sample for the

purpose of our analysis.

Independent Shareholders should, however, note that the businesses, operations,
financial positions and prospects of the Group may differ from those of the companies
involved in the Comparable Transactions. Accordingly, the Comparable Transactions

serve as a general reference for recent market practice in relation to issues of convertible
bonds/notes by companies listed on the Main Board of the Stock Exchange.
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A summary of the Comparable Transactions is set out below:

No. Company Name

Stock

Code

Date of

relevant

announcement

Principal

amount

Conversion

price premium

over/(discount

to) the closing

price on the

respective last

trading day

Conversion price

premium over/

(discount to) for

the last five

consecutive trading

days immediately

prior to the

respective

agreement date

(Excluding the date

of the agreement)

Interest

rate

Term to

maturity

Net asset/

(net

liabilities)

Conversion

size Status

(approximately

HK$ million)

(Approximate) (Approximate) (% p.a.) (years) (HK$

million)

(% of the

existing

shares)

1 Venus Medtech

(Hangzhou) Inc.

2500 10-Sep-26 379.65 –2.00% –3.60% 5% 1.0 1,767 72.60% Approved

2 Green Leader Holdings

Group Limited

(Note 1)

61 3-Sep-26 395.00 383.52% 381.93% 0.00% 2.0 (2,138) 341.17% Pending on the approval

from the SGM

3 Novautek Technologies

Group Limited

519 24 Jul 2026 33.00 14.65% 14.94% 6.00% 2.0 762 6.00% Completed

4 Zhongke Group

Holdings Limited

3321 23 Jul 2026 23.40 –5.98% –5.98% 12.00% 0.5 (101) 27.39% Completed

5 Value Convergence

Holdings Limited

821 10 Jul 2026 41.40 –19.30% –22.82% 0.00% 3.0 358 48.51% Approved

6 Risecomm Group

Holdings Limited

1679 27-May-26 128.46 –11.54% –13.21% 0.00% 3.0 (62.73) 129.40% Completed

7 Biosysen Limited 1355 26-May-26 50.00 0.00% 0.65% 0.00% 5.0 (103) 27.04% Completed

8 Vision Values

Holdings Limited

862 13-Apr-26 200.00 13.50% 22.81% 3.00% 3.0 219 132.27% Completed

9 Man Sang

International

Limited

938 25-Mar-26 594.26 14.29% –2.44% 2.00% 3.0 (587) 229.55% Completed

10 Hony Media Group

(Note 2)

419 22-Jan-26 60.00 160.52% 163.25% 10.00% 2.0 (19) 4.04% Completed

11 BeijingWest Industries

International

Limited

2339 16-Nov-25 409.39 –34.21% –20.00% 0.00% 1.0 786 67.50% Completed

12 SEM Holdings Limited 9929 26-Nov-25 44.00 6.80% 5.97% 0.00% 2.0 213 20.00% Completed

13 International

Entertainment

Corporation

1009 17-Nov-25 1,600.00 –16.67% –17.08% 3.00% 5.0 773 116.86% Completed

14 Zoomlion Heavy 1157 30-Oct-25 6,576.93 35.23% 34.11% 1.80% 5.0 68,693 7.80% Completed

15 DTXS Silk Road

Investment

Holdings

Company Limited

620 17-Oct-25 323.00 5.56% 6.03% 3.85% 3.0 928 42.45% Partially completed

placing closed

(Note 3)

16 Karrie International

Holdings Limited

1050 13-Oct-25 150.00 –7.26% –15.57% 2.00% 3.0 1,079 3.23% Completed

17 Moiselle International

Holdings Limited

130 3-Oct-25 25.00 20.00% 133.64% 2.50% 3.0 317 28.94% Completed

Maximum 6,576.93 383.52% 381.93% 12.00% 5.00 68,693 341.17%

Minimum 23.40 –34.21% –22.82% 0.00% 0.50 (2,138) 3.23%

Average 649.03 32.77% 38.98% 3.01% 2.74 4,287.30 76.75%

The Company 87.92 –8.47% –8.78% 0.00% 3.00 230 203.56%
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Notes:

1. According to announcement of Green Leader Holdings Group Limited (‘‘Green Leader’’, stock code:

61) dated 3 September 2026, Green Leader announced the proposed amendments to the existing

HK$395 million convertible notes, including an extension of maturity and a revised conversion price.

As disclosed in its circular dated 2 October 2026, the SGM is scheduled to be held on 22 October 2026.

Accordingly, as at the Latest Practicable Date, the proposed amendments remained subject to

Independent Shareholders’ approval at the SGM.

2. Hony Media Group (stock code: 419) announced proposed amendments to its outstanding HK$60

million Tranche B convertible bonds on 22 January 2026, including an extension of the maturity date

from 21 March 2026 to 21 April 2028, representing an extension of 25 months. The amendments

became effective on 19 March 2026.

3. DTXS Silk Road Investment Holdings Company Limited (stock code: 620) announced a proposed

placing of convertible bonds of up to HK$323 million on 17 October 2025. The placing was partially

completed, with HK$11 million and HK$12 million of convertible bonds issued on 13 March 2026 and

2 April 2026, respectively, representing an aggregate principal amount of HK$23 million. The placing

closed following completion of the final tranche on 2 April 2026.

Among the Comparable Transactions, we noted that the conversion prices ranged

from (i) a discount of approximately 34.21% to a premium of approximately 383.52% to/

over the respective closing prices of the relevant shares as quoted on the respective last

trading days, with an average premium of approximately 32.77%; and (ii) a discount of

approximately 22.82% to a premium of approximately 381.93% to/over the respective

average closing prices for the last five consecutive trading days immediately preceding

the dates of the relevant agreements, excluding the agreement dates, with an average

premium of approximately 38.98%.

By comparison, the Conversion Price of HK$0.27 represents (i) a discount of

approximately 8.47% to the closing price of HK$0.295 per Share on the date of the

Second Deed of Amendment; and (ii) a discount of approximately 8.78% to the average

closing price of HK$0.296 per Share for the last five consecutive trading days

immediately preceding the date of the Second Deed of Amendment. Although the

Conversion Price represents discounts whereas the Comparable Transactions recorded

average premiums on both bases, the respective discounts fall within the corresponding

ranges of the Comparable Transactions.

We also noted that certain issuers among the Comparable Transactions recorded net

liabilities but nevertheless proposed conversion prices at premiums to their respective

closing prices on the last trading days. In comparison, the Conversion Price represents a

discount of approximately 8.47% to the closing price on the date of the Second Deed of

Amendment. Given that the proposed Amendments would reduce the contractual interest

rate of the 2025 Convertible Bonds to nil, we further examined all six Comparable

Transactions carrying nil interest, having regard to their pricing terms and the financial

positions of the relevant issuers.
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Among these six Comparable Transactions, Value Convergence Holdings Limited,

Risecomm Group Holdings Limited and BeijingWest Industries International Limited

adopted conversion prices at discounts of approximately 19.30%, 11.54% and 34.21%,

respectively, to their respective last trading day closing prices. The discount of

approximately 8.47% represented by the Conversion Price is smaller than each of these

discounts. The remaining three transactions, involving Green Leader Holdings Group

Limited, Biosysen Limited and SEM Holdings Limited, were priced at premiums of

approximately 383.52%, nil and 6.80%, respectively. While these observations do not

establish a uniform pricing practice for nil-interest convertible securities, they

demonstrate that a discounted conversion price is not inconsistent with a nil-interest

arrangement. We therefore consider these transactions to provide supplementary reference

points when assessing the Conversion Price together with the other terms of the proposed

Amendments.

We also considered whether the issuers’ net asset or net liability positions explained

their pricing terms. Value Convergence Holdings Limited and BeijingWest Industries

International Limited recorded net assets of approximately HK$358 million and HK$786

million, respectively, notwithstanding their conversion price discounts of approximately

19.30% and 34.21%. Conversely, Green Leader Holdings Group Limited and Biosysen

Limited recorded net liabilities but adopted conversion prices at a premium and at par,

respectively. These observations indicate that an issuer’s net asset or net liability position

does not, on its own, determine whether its conversion price should be set at a premium

or discount. Its liquidity position, repayment obligations and the other principal terms of

the transaction must also be considered.

In the Company’s case, although the Group recorded net assets of approximately

HK$230 million as at 30 June 2026, it also had net current liabilities of approximately

HK$321 million and cash and cash equivalents of approximately HK$13 million. Such

cash resources were substantially below the outstanding principal amount of HK$87.92

million under the 2025 Convertible Bonds, even before allowing for accrued interest and

the Group’s other operating and financing requirements. Furthermore, substantial assets of

the Group had already been pledged to secure existing borrowings, limiting its flexibility

to obtain additional secured financing. Accordingly, the Group’s positive net asset

position did not translate into sufficient available cash to meet its overdue repayment

obligation.

Against this background, the proposed Amendments would defer repayment until 31

December 2028 and reduce the contractual interest rate from 4.5% per annum to nil,

resulting in annualised contractual interest savings of approximately HK$3.96 million,

assuming that the entire outstanding principal remains outstanding. We consider these

benefits relevant to assessing the pricing concession offered to the Bondholders. Having

weighed these benefits against the revised conversion rights and potential dilution to

existing Shareholders, and taking into account the Group’s liquidity constraints,

difficulties in securing alternative financing and the comparable evidence discussed

above, we consider that the Conversion Price, including its discount of approximately

8.47%, when assessed together with the other terms of the proposed Amendments, is fair

and reasonable so far as the Independent Shareholders are concerned.
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We further compared the proposed interest rate with those of the Comparable

Transactions. The interest rates of the Comparable Transactions ranged from nil to 12.0%

per annum, with an average of approximately 3.01% per annum. Under the proposed

Amendments, the interest rate of the 2025 Convertible Bonds will be reduced from 4.5%

per annum to nil from and including 11 September 2026 to and including the Extended

Maturity Date. Accordingly, the amended interest rate is equivalent to the lowest end of

the range of the Comparable Transactions.

Furthermore, the maturity date of the 2025 Convertible Bonds is proposed to be

extended by three years, from 31 December 2025 to 31 December 2028. The proposed

three-year extension falls within the range of approximately 0.5 year to 5 years recorded

for the Comparable Transactions.

Among the Comparable Transactions, we noted that (i) 8 Comparable Transactions

involved connected bondholders only, comprising Green Leader, Biosysen Limited, Man

Sang International Limited, Hony Media Group, BeijingWest Industries International

Limited, SEM Holdings Limited, Karrie International Holding Limited and Moiselle

International Holdings Limited; (ii) 3 Comparable Transactions involved both connected

and independent bondholders, namely Novautek Technologies Group Limited, Risecomm

Group Holdings Limited and Vision Values Holdings Limited; and (iii) the remaining 6

Comparable Transactions involved independent bondholders only. Furthermore, among the

17 Comparable Transactions, 2 related to proposed extensions of the maturity dates of

existing convertible bonds or notes, comprising Green Leader’s proposals and Hony

Media Group’s proposal, while the remaining 15 related to new issues of convertible

bonds.

As to the potential number of Conversion Shares, we noted that the Conversion

Shares represent approximately 203.56% of the existing issued Shares, which falls within

the range of approximately 3.23% to 341.17% of the Comparable Transactions, but is

higher than their average of approximately 76.75%. Among the Comparable Transactions,

Green Leader Holdings Group Limited and Man Sang International Limited recorded

conversion sizes of approximately 341.17% and 229.55%, respectively, which are larger

than that of the Company.

We consider that the potential conversion size should also be assessed with reference

to the outstanding principal amount, the Conversion Price and the Group’s financial

position. The outstanding principal amount of HK$87.92 million represents existing

indebtedness of the Company and would not be increased under the proposed

Amendments. Based on this principal amount and the Conversion Price of HK$0.27, a

total of 325,629,629 Conversion Shares would be issuable upon full conversion,

representing approximately 203.56% of the existing issued Shares. We acknowledge that,

although the principal amount would remain unchanged, a reduction in the conversion

price increases the number of Shares issuable in settlement of that principal and therefore

increases the potential dilution to existing Shareholders.
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Given the Group’s limited cash resources and difficulties in securing alternative

financing, any actual conversion would enable the Company to settle the corresponding

principal through the issue of Shares without requiring a cash repayment. However,

conversion is at the Bondholders’ discretion and remains subject to the conversion

restrictions, including the public float restriction under the terms of the 2025 Convertible

Bonds.

We recognise that conversion could result in substantial dilution to the shareholding

interests of existing Shareholders. Nevertheless, having weighed such potential dilution

against (i) the Group’s overdue repayment obligation and liquidity constraints; (ii) the

difficulties in securing alternative financing; (iii) the benefits of the proposed maturity

extension and reduction in the contractual interest rate; and (iv) our assessment of the

Conversion Price, we consider that the potential conversion size and associated dilution

are acceptable in the circumstances so far as the Independent Shareholders are concerned.

Having considered the above analysis, together with the reasons for and benefits of

the proposed Amendments as discussed above, the financial position of the Group,

including its liquidity constraints and overdue repayment obligations, our analysis of the

historical trading prices of the Shares, and the fact that the proposed discounts, the

interest rates and the proposed extension term fall within the corresponding ranges of the

Comparable Transactions, we are of the view that the principal terms of the Second Deed

of Amendment, including the Conversion Price, the amended interest rate and the

Extended Maturity Date, are on normal commercial terms and are fair and reasonable so

far as the Independent Shareholders are concerned, and that the Amendments are in the

interests of the Company and the Shareholders as a whole.

5. Comparison between the terms of the First Deed of Amendment and the Second Deed

of Amendment

As disclosed in the Board Letter, the First Deed of Amendment dated 2 January 2026 was

not approved by the then independent shareholders at the special general meeting held on 25

February 2026 and therefore did not become effective. Although the Company does not know

the specific reasons why certain then independent shareholders voted against that proposal, the

Board considers that the conversion price discount and theoretical dilution effect may have

been among their concerns.

The Board considers that the Second Deed of Amendment offers more favourable terms in

respect of the conversion price discount and theoretical dilution effect and that all Independent

Shareholders, including those who opposed the earlier proposal and continue to hold Shares,

should be given an opportunity to consider and vote on the revised proposal.
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For our independent assessment, we have considered the following principal differences

between the two proposals and their implications for the Company and the Independent

Shareholders as follows:

(i) Extension of maturity

The First Deed of Amendment proposed extending the maturity date from 31

December 2025 to 31 December 2027, whereas the Second Deed of Amendment proposes

extending it to 31 December 2028. The Second Deed of Amendment therefore provides an

additional year for the Group to arrange repayment of the outstanding principal. Given the

Group’s liquidity constraints and the uncertainty surrounding alternative financing, we

consider that the longer repayment period would provide additional financial flexibility

and defer the principal repayment obligation.

(ii) Conversion price and dilution

The conversion price under the First Deed of Amendment was HK$0.45 per Share,

after adjusting for the share consolidation, compared with HK$0.27 under the Second

Deed of Amendment. Although the conversion price under the Second Deed of

Amendment is lower in absolute terms, it represents a smaller discount to the closing

price on the respective deed date, decreasing from approximately 36.62% under the First

Deed of Amendment to approximately 8.47% under the Second Deed of Amendment.

Accordingly, the Second Deed of Amendment offers the Bondholders a smaller pricing

discount relative to the prevailing market price. The theoretical dilution effect disclosed in

the respective circulars also decreases from approximately 20.14% under the First Deed of

Amendment to approximately 5.89% under the Second Deed of Amendment.

(iii) Interest arrangements

Both the First Deed of Amendment and the Second Deed of Amendment provide for

a reduction　in the contractual interest rate from 4.5% per annum to nil. Accordingly,

there is no difference in the proposed contractual interest rate under the two deeds.

Having considered (i) the additional year provided for principal repayment; (ii) the

smaller conversion price discount and lower theoretical dilution effect; (iii) the proposed

contractual interest rate of nil under both the First Deed of Amendment and the Second

Deed of Amendment; and (iv) the Group’s liquidity constraints and uncertainties

associated with alternative financing, together with our trading price and comparable

transaction analyses, we consider that the terms of the Second Deed of Amendment are

fair and reasonable so far as the Independent Shareholders are concerned.
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6. Financial effects of the proposed Amendments

The financial effects of the proposed Amendments set out below are for illustrative

purposes only and do not reflect the future financial position of the Company or the Group.

6.1 Effect on shareholders’ net assets

According to the 2026 Interim Report, the unaudited consolidated net assets

attributable to owners of the Company amounted to approximately HK$230 million as at

30 June 2026.

The actual effect of the proposed Amendments on the shareholders’ equity of the

Group will depend on, among other things, the accounting treatment of the amendments to

the 2025 Convertible Bonds, the valuation of the amended 2025 Convertible Bonds and

the related accounting adjustments upon the Second Deed of Amendment becoming

effective. Accordingly, the effect of the Amendments on the Group’s shareholders’ equity

cannot be quantified at this stage.

Separately, upon full conversion of the outstanding principal amount of HK$87.92

million into 325,629,629 Conversion Shares at the Conversion Price of HK$0.27 per

Conversion Share, subject to the relevant conversion restrictions, the outstanding principal

would be settled through the issue of Shares without requiring a cash repayment.

Assuming no other changes, such conversion is expected to reduce the Group’s liabilities

and increase its shareholders’ equity to the extent that the relevant carrying amount is

classified as a liability immediately before conversion, subject to the applicable

accounting treatment.

6.2 Effect on working capital

According to the 2026 Interim Report, the Group had cash and cash equivalents of

approximately HK$13 million and net current liabilities of approximately HK$321 million

as at 30 June 2026. The 2025 Convertible Bonds matured on 31 December 2025, and their

outstanding principal amount of HK$87.92 million substantially exceeded the Group’s

cash and cash equivalents.

Upon the Second Deed of Amendment becoming effective, the maturity date of the

2025 Convertible Bonds would be extended to 31 December 2028, allowing the Group to

defer repayment of the outstanding principal. Having considered the Group’s limited cash

resources and the overdue status of the 2025 Convertible Bonds, we consider that the

proposed extension would alleviate the Group’s immediate liquidity and working capital

pressure and allow it to retain financial resources for its business operations.
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In addition, the contractual interest rate would be reduced from 4.5% per annum to

nil for the period from and including 11 September 2026 to and including the Extended

Maturity Date. Based on the outstanding principal amount of HK$87.92 million, the

annualised contractual interest savings would be approximately HK$3.96 million,

assuming that the entire principal amount remains outstanding. This would reduce the

Group’s future contractual interest obligations. Interest accrued up to and including 10

September 2026 would not be waived under the proposed Amendments.

For illustrative purposes only, assuming that the proposed Amendments had become

effective as at 30 June 2026 and that the entire carrying amount of the 2025 Convertible

Bonds of approximately HK$88 million qualified for reclassification from current

liabilities to non-current liabilities, the Group’s current liabilities would decrease from

approximately HK$988 million to approximately HK$900 million, while its non-current

liabilities would increase from approximately HK$1,105 million to approximately

HK$1,193 million. The Group’s net current liabilities would correspondingly decrease

from approximately HK$321 million to approximately HK$233 million, and its current

ratio would increase from approximately 0.68 times to approximately 0.74 times.

The above illustration assumes no changes in current assets and excludes any

valuation adjustments, transaction costs and other accounting effects arising from the

proposed Amendments. The actual classification and carrying amount of the amended

2025 Convertible Bonds will be subject to the applicable accounting requirements and the

Company’s assessment in consultation with its auditors.

6.3 Effect on gearing ratio

According to the 2026 Interim Report, the Group’s gearing ratio is calculated by

dividing total borrowings by total capital employed, comprising total borrowings and

equity attributable to owners of the Company. As at 30 June 2026, the Group had total

borrowings of approximately HK$1,703 million and equity attributable to owners of the

Company of approximately HK$230 million, resulting in a gearing ratio of approximately

88.1%.

The proposed extension of the maturity date would not itself reduce the outstanding

principal amount of the 2025 Convertible Bonds. Accordingly, reclassification of the

relevant liability from current liabilities to non-current liabilities would not, in itself,

change the Group’s total borrowings or gearing ratio. The actual effect of the proposed

Amendments on the Group’s gearing ratio would depend on any resulting accounting

adjustments to total borrowings and equity attributable to owners of the Company.

Upon any subsequent conversion of the 2025 Convertible Bonds, settlement of the

relevant indebtedness through the issue of Conversion Shares is expected to reduce the

Group’s total borrowings and increase its equity attributable to owners of the Company,

thereby lowering its gearing ratio, subject to the applicable accounting treatment.
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7. Potential dilution to the Independent Shareholders’ interests

The shareholding structure of the Company (i) as at the Latest Practicable Date; and (ii)

immediately upon full conversion of the 2025 Convertible Bonds at the Conversion Price are

as follows:

(i) As at the Latest

Practicable Date

(ii) Immediately upon full

conversion of the 2025

Convertible Bonds at the

Conversion Price

Shareholders No. of Shares

Approximate

% No. of Shares

Approximate

%

Mr. Mak

Mr. Mak (Note 1) 2,558,965 1.60 2,558,965 0.53

Treasure Goal (Note 2) — — 307,407,407 63.31

Mr. TK Mak

Cheer Fame (Note 3) — — 18,222,222 3.75

Entities held by Mr. Mak

and Mr. TK Mak (Note 4)

Capital Winner 46,842,367 29.28 46,842,367 9.65

New Capital 45,260,761 28.29 45,260,761 9.32

Capital Force 9,354,679 5.85 9,354,679 1.93

Public Shareholders 55,950,773 34.98 55,950,773 11.51

Total 159,967,545 100.00 485,597,174 100.00

Notes:

1. Mr. Mak is the chairman, an executive Director and the controlling Shareholder of the Company.

2. Treasure Goal is beneficially and wholly owned by Mr. Mak and is a close associate of Mr. Mak.

3. Cheer Fame is beneficially and wholly owned by Mr. TK Mak and is a close associate of Mr. TK Mak.

4. Capital Winner, New Capital and Capital Force are private corporations owned as to 51% by Mr. Mak

and as to 49% by Mr. TK Mak, a son of Mr. Mak, beneficially. Mr. Mak and Mr. TK Mak are deemed

to be interested in 101,457,807 Shares held by these companies under the SFO as they control the

exercise of all the voting power at respective general meetings of these companies.

5. The shareholding structure is prepared for illustrative purpose only. There is no right for the

Bondholders to convert any principal amount of the 2025 Convertible Bonds and the Company shall not

issue any Conversion Shares thereof if, upon such conversion and issue of the Conversion Shares, the

Company will not be able to comply with the minimum public float requirement under the Listing

Rules.
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6. Mr. Mak, Mr. TK Mak and the entities held by Mr. Mak and Mr. TK Mak together holds approximately

65.02% of the issued capital of the Company. There is no restriction for a Bondholder to convert any

principal amount of the 2025 Convertible Bonds even if such conversion would trigger a mandatory

general offer obligation under the Takeovers Code. The Bondholders shall comply with the Takeovers

Code if such conversion would trigger a mandatory general offer obligation under the Takeovers Code.

For illustrative purposes, assuming full conversion of the 2025 Convertible Bonds at the

Conversion Price of HK$0.27 per Conversion Share, 325,629,629 Conversion Shares will be

allotted and issued by the Company to the Bondholders, comprising 307,407,407 Conversion

Shares to Treasure Goal and 18,222,222 Conversion Shares to Cheer Fame. The Conversion

Shares represent (a) approximately 203.56% of the existing issued share capital of the

Company as at the Latest Practicable Date; and (b) approximately 67.06% of the issued share

capital of the Company as enlarged by the allotment and issue of the Conversion Shares.

Accordingly, assuming no other changes in the issued share capital of the Company from the

Latest Practicable Date up to the conversion date of the 2025 Convertible Bonds, the

shareholdings of Treasure Goal and Cheer Fame would increase from nil to approximately

63.31% and 3.75%, respectively, while the aggregate shareholding of the existing public

Shareholders would decrease from approximately 34.98% to approximately 11.51%.

Under the terms of the 2025 Convertible Bonds, the Bondholders shall not be entitled to

exercise their conversion rights, and the Company shall not allot and issue any Conversion

Shares, if such conversion would result in the Company failing to comply with the minimum

public float requirement under the Listing Rules. Accordingly, the full conversion scenario

above is presented for illustrative purposes only. Assuming no other changes in the

shareholding structure of the Company, the Bondholders would not be able to exercise their

conversion rights in full, as the resulting public float would fall below the applicable minimum

requirement.

We acknowledge that conversion of the 2025 Convertible Bonds could result in

substantial dilution to the shareholding interests of the existing public Shareholders.

Nevertheless, having considered (i) the 2025 Convertible Bonds matured on 31 December

2025 and the Group has insufficient cash resources to repay the outstanding principal amount

of HK$87.92 million; (ii) the proposed extension of the maturity date to 31 December 2028

would defer principal repayment and alleviate the Group’s immediate liquidity pressure; (iii)

the proposed reduction in the contractual interest rate from 4.5% per annum to nil for the

period from and including 11 September 2026 to and including the Extended Maturity Date

would reduce the Group’s future contractual financing costs; and (iv) our assessment of the

principal terms of the Second Deed of Amendment, including the Conversion Price, as

discussed above, we consider that the potential dilution is acceptable in the circumstances.
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RECOMMENDATION

Having taken into consideration the factors and reasons stated above, we are of the

opinion that, although the entering into of the Second Deed of Amendment is not in the

ordinary and usual course of business of the Group, the terms of the Second Deed of

Amendment and the transactions contemplated thereunder are on normal commercial terms and

are fair and reasonable so far as the Independent Shareholders are concerned, and the

Amendments are in the interests of the Company and the Shareholders as a whole.

Accordingly, we advise the Independent Board Committee to recommend the Independent

Shareholders, and we also recommend the Independent Shareholders, to vote in favour of the

relevant resolution(s) to be proposed at the SGM to approve the Second Deed of Amendment,

the transactions contemplated thereunder and the Specific Mandate.

Yours faithfully,

For and on behalf of

Merdeka Corporate Finance Limited

Wallace So

Managing Director

Mr. Wallace So is a licensed person registered with the Securities and Futures

Commission of Hong Kong, a responsible officer of Merdeka Corporate Finance Limited to

carry out Type 6 (advising on corporate finance) regulated activity under the SFO and a

licensed representative of Merdeka Investment Management Limited to carry out Type 4

(advising on securities) and Type 9 (asset management) regulated activities under the SFO.

Mr. Wallace So has over 13 years of experience in the corporate finance industry.
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