












































For our due diligence purpose, we have attempted to cross-check the appraised
value of the Properties as at the Valuation Date compiled under the Property Valuation
via different approaches, whereby we have first attempted to obtain direct market
reference from online property transaction platforms in respect of the consideration for
completed sale and purchase transactions of properties that possess similar attributes as
the Properties, which include the Land with the CIP erected thereon. Yet, on a
best-effort basis, we have failed to obtain any such results from the public domain.
Considering the aforesaid, we have subsequently conducted independent research on
the respective appraised values of the Land and the CIP by making reference to the
recent respective comparable sale and purchase transactions of land parcels and
property projects in the market. Specifically, in respect of the Land, we have made
reference to the completed sale and purchase transactions of land parcels located in
Zhongkai District, Huizhou City, the PRC with the same designated usages and similar
accessibility as the Land in the 12 months immediately preceding the Valuation Date as
announced in the official website of B /AL & H 22 5) o0 b B SE A b FE p 22
%) # 4t (“The online listing and trading system of land and mining industry of The
Public Resource Trading Centre of Huizhou City*”) as operated by H N 445 3L ¥ i
2 5 Ly (“The Public Resource Trading Centre of Huizhou City”), which is in turn
a functional department under the Huizhou municipal government of the PRC. Based
on our selection criteria and on a best-effort basis, an exhaustive list of three
comparable transactions have been identified with an average unit price of
approximately RMB2,722 per square metre of the maximum plot ratio area.
Accordingly, the adjusted unit price per square metre of the maximum plot ratio area in
respect of the Land adopted by the Valuer of approximately RMB2,906 is generally in
line with the average unit price identified from our independent search. On the other
hand, we have, on a best-effort basis, failed to identify any transactions in respect of
construction-in-progress property projects comparable to the CIP from the market.
Accordingly, given the lack of comparable transactions for the Properties and the CIP
identified from the public domain, we have failed to complete any verifications directly
in respect of the appraised value of the Properties as at the Valuation Date compiled
under the Property Valuation.

Notwithstanding the above, taking into account of our independent work done and
assessments conducted in respect of the Properties Valuation as disclosed above in this
sub-section named “4.1 The Valuations”, from which, among others, (i) the adoption of
the market approach with the consideration of the development costs by the Valuer
conforms to the common market practice and is considered to be an appropriate
valuation method having considered the relative reliability of this method as well as the
disadvantages of other method; and (ii) bases and assumptions adopted by the Valuer in
appraising the Land and the CIP, including but not limited to the sources of information
and the adopted values of variables, have been studied and assessed by us which, in our
view, are fair and reasonable, we consider that the valuation bases and assumptions
adopted by the Valuer in the Properties Valuation are fair and reasonable.
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Based on the appraised value of Land of approximately RMB101.4 million and the estimated
development cost of the CIP of approximately RMB102.1 million, the appraised value of the Properties
amounted to approximately RMB203.5 million (subject to rounding) as at the Valuation Date. Taking
into account of the adopted Foreclosure Discount of 23.75% under the base scenario, the appraised
value of the Transfer Loan accordingly amounted to approximately RMB155,000,000 as at the Valuation
Date.

4.2 The carrying amount of the Loan

According to the Letter from the Board, the carrying amount of the Loan amounted to
approximately RMB154,912,000 as at 30 November 2023. Accordingly, the Consideration of
RMB155,000,000 is slightly higher than the carrying amount of the Loan as at 30 November 2023
by approximately RMB&E,000.

Accordingly, considering (i) that the Consideration of RMB155,000,000 is (a) equivalent to
the appraised value of the Transfer Loan as at the Valuation Date; and (b) slightly higher than the
carrying value of the Loan as at 30 November 2023 of approximately RMB154,912,000; and (ii)
the potential benefits to the Group of entering into the Transfer of the Loan, further details and
analysis of which are set out in the section above headed “3. Reason for and benefits of entering
into the Transfer of Loan Agreement and the transactions contemplated thereunder” of this letter,
we are of the view that the terms of the Transfer of Loan Agreement and the transactions
contemplated thereunder are fair and reasonable.

5. Financial effects of the Transfer of Loan Agreement and the transactions contemplated
thereunder

When assessing the financial impacts of the Transfer of Loan Agreement and the transactions
contemplated thereunder, we have primarily taken into account the following aspects.

5.1 Assets and liabilities

According to the Interim Report 2023, total assets and total liabilities of the Group as at 30
June 2023 amounted to approximately RMB1,146.7 million and approximately RMB784.4 million,
respectively, and the net assets of the Group as at 30 June 2023 amounted to approximately
RMB362.3 million. With reference to the Letter from the Board, upon Completion, subject to
further audit procedures to be performed by the auditor of the Group, the Company is expected to
record a gain of RMBE88,000 in capital reserve (being the difference between the Consideration
and the carrying value of the Loan as at 30 June 2023 as disclosed in the Interim Report 2023) as a
result of the Transfer of the Loan. Hence, it is expected that the Completion will not have any
material impact on the total assets, total liabilities and accordingly the net assets of the Group.
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5.2 Earnings

According to the Annual Report 2022, the Group recorded loss for the year attributable to
owners of the Company of approximately RMB63.5 million for the year ended 31 December 2022,
With reference to the Letter from the Board, considering that there is no material difference
between the Consideration and the carrying amount of the Loan as at 31 December 2022 as
disclosed in the Annual Report 2022, it is expected that the Completion will have no material
impact on the earnings of the Group.

RECOMMENDATIONS

Having considered the principal factors and reasons as discussed above, we are of the view that
although the entering into of the Transfer of Loan Agreement is not in the ordinary and usual course of
business of the Group, the terms of the Transfer of Loan Agreement are on normal commercial terms
and are fair and reasonable so far as the Independent Shareholders are concerned, and the entering into
of the Transfer of Loan Agreement is in the interests of the Company and the Independent Shareholders
as a whole. Accordingly, we advise the Independent Shareholders, as well as the Independent Board
Committee to recommend the Independent Shareholders, to vote in favour of the relevant resolution(s)
to be proposed at the SGM to approve the Transfer of Loan Agreement and the transactions
contemplated thereunder.

Yours faithfully,
For and on behalf of
Lego Corporate Finance Limited

Billy Tang

Managing Director

Mr. Billy Tang is a licensed person registered with the Securities and Futures Commission and a
responsible officer of Lego Corporate Finance Limited to carry out Type 6 (advising on corporate
finance) regulated activity under the SFO. He has over 25 years of experience in the accounting and
investment banking industries.

* for identification purpose only
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