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9 February 2026
To the Independent Board Committee and the Independent Shareholders
Dear Sirs or Madams,

(1) ISSUE OF CONVERTIBLE NOTES UNDER SPECIFIC MANDATE;
(2) APPLICATION FOR WHITEWASH WAIVER; AND
(3) SPECIAL DEAL IN RELATION TO EARLY REPAYMENT OF
PROMISSORY NOTES

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to the Independent
Board Committee in respect of the Subscription Agreement, the Whitewash Waiver and the
Special Deal, details of which are sct out in the letler from the Board (the “Letter from the
Board”) contained in the circular issucd by the Company to the Shareholders dated 9 February
2026 (the “Circular™), of which this letter forms parl. Capitalised terms used in this letter
shall have the same meanings as those defined in the Circular unless the context otherwise

requires.

On 17 November 2025 (after trading hours), the Company entered into the Subscription
Agreement with the Subscriber, pursuant to which the Company conditionally agreed to issue
and the Subscriber conditionally agreed to subscribe for the Notes in an aggregate amount of
up to HK$1.6 billion. The Notes and the Conversion Shares will be issued under the Specific
Mandate to be sought from the Shareholders at the EGM. The Subscription is conditional upon,
among others, the Listing Committee granting the listing of, and the permission to deal in, the
Conversion Shares and the passing of an ordinary resolution by the Shareholders at the BGM
to approve the Subscription Agreement and the transactions contemplated thereunder,
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Assuming there will be no change in the issued share capital of the Company belween the
Latest Practicable Date and the full conversion of the Notes, upon full conversion of the Motes
at the initial Conversion Price, a total of 1,600,000,000 Conversion Shares will be issued and
allotted to the Subscriber, representing approximately 53.89% of the issued share capital of the
Company as enlarged by the issue and allotment of the Conversion Shares. The Subscriber will
therefore acquire more than 30% of the voting rights of the Company upon full conversion of
the Notes. As such, the Subscriber, upon full conversion of the Notes, will be obliged to make
a mandatory general offer for all the issued Shares not already owned or agreed to be acquired
by it and the parlies acting in concerl with it pursuant to Rule 26.1 of the Takeovers Code,
unless the Whitewash Waiver is granted and approved.

In this regard, an application has been made by the Subscriber to the Execcutive for the
Whitewash Waiver pursuant to Note | on dispensations from Rule 26 of the Takeovers Code in
respect of the issue and allotment of the Conversion Shares. The Whitewash Waiver, if granted
by the Iixecutive, will be conditional upon (i) approval by at least 75% of the voles cast by the
Independent Shareholders at the EGM by way ol poll in respect of the Whitewash Waiver; and
(ii) approval by more than 50% of the votes cast by the Independent Shareholders at the EGM
by way of poll in respect of the Subscription and the transactions contemplated thereunder.

As at the date of the Subscription Agrcement and the Latest Praclicable Date, the PN
Holder is a Sharcholder holding 41,160,000 Shares, representing approximately 3.01% of the
issued share capital of the Company. As parl of the net proceeds to be received from the
Subscription will be used for the PN Repayment in the event that the Subscription is
completed, and given the PN Repayment is not extended to all other Shareholders, it
constitutes a special deal under Note 5 to Rule 25 of the Takeovers Code and therefore
requires (i) consent by the Executive; (ii) the Independent Financial Adviser to publicly stale
in its opinion that the terms of the Subscription Agreement and the PN Repayment are fair and
reasonable; and (iii) approval by more than 50% of the voles cast by the Independent
Shareholders at the EGM by way of poll in respect of the Special Deal.

The EGM will be convened for the Shareholders to consider and, if thought fit, approve
the Subscription (including the grant of the Specific Mandate), the Whitewash Waiver and the
Special Deal.

INDEPENDENT BOARD COMMITTEE

‘The Independent Board Commiltee, comprising all of the independent non-exccutive
Directors, namely Mr. Cheng Hong Wai, Mr. Luk Ching Kwan Corio and Ms. Danica Ramos
Lumawig, who have no direct or indirect interest in the Subscription Agreement, the
Whitewash Waiver and the Special Deal, has been established by the Company to advise the
Independent Shareholders on the Subscription Agreement, the Whitewash Waiver and the
Special Deal and as to how lo vole on the relevant resolulion(s) at the EGM.



OUR INDEPENDENCE

We, Lego Corporate Finance Limited, have been appointed by the Company as the
Independent Financial Adviser to advise the Independent Board Committee and the
Independent Shareholders in relation to the Subscription Agreement, the Whitewash Waiver
and the Special Deal and to make recommendations as to, among others, whether the terms of
the Subscription Agreement are fair and reasonable and as to the voling on the Subscription
Agreement and the transaclions contemplated thereunder, the Whitewash Waiver and the
Special Deal. Qur appointment has been approved by the Independent Board Commillee in
accordance with Rule 2.1 of the Takeovers Code.

As at the Latest Practicable Dale, we did not have any relationships or interests in the
Company that could reasonably be regarded as relevant to our independence. During the last
two years, we had no engagement with the Company, the Subscriber or any of their respective
subsidiaries or associates. Apart from normal professional fees paid or payable to us in
connection with this appointment as the Independent Financial Adviser, no arrangements exist
whereby we have received or will receive any fees or benefits from the Group or the
Subscriber, any of their respective substantial sharcholders or any party acting, or presumed Lo
be acting, in concerl with any of them,

Accordingly, we are qualified to act as the Independent Financial Adviser to give
independent advice in respect of the Subscription, the Whitewash Waiver and the Special Deal.

BASIS OF OUR OPINION

In formulating our opinion and advice, we have relied on (i) the information and facts
contained or referred to in the Circular; (ii) the information and facts supplied by the Group
and its advisers; (iii) the opinions cxpressed by and the representations of the Direclors and the
management of the Group (the “Management™); and (iv) our review of the relevant public
information. We have assumed that all the information provided and representations and
opinions expressed to us or contained or referred to in the Circular were true, accurate and
complele in all material respects at the time they were made and up to the Latest Practicable
Date and may be relied upon. We have also sought and received confirmation from the
Directors that no material facts have been omitted from the information supplied and opinions
expressed to us, We have relied on such information and consider that the information we have
received is sufficient for us to reach our opinion and give the advice and recommendation set
out in this letter. We have no reason to believe that any material information has been omiited
or withheld, or doubt the truth or accuracy of the information provided. We have also assumed
that all representations contained or referred to in the Circular were true al the time they were
made and as at the Latest Praclicable Date and will continue to be true up lo the time of the
EGM, and that the Independent Sharcholders will be informed as soon as reasonably
practicable if we become awarc of any material change to such information provided and
representations made, or if there is any change to our opinion in accordance with Rule 9.1 of
the Takeovers Code,



We consider that we have reviewed the relevant information currently available,
including, but not limited to, (i) the Announcement made by the Company dated 17 Movember
2025; (i) the annual reports of the Company for the years ended 30 June 2024 and 2025,
respectively; (iii) the Subscription Agreement; (iv) the properly valuation report set oul in
Appendix 1l to the Circular; and (v) other information contained in the Circular, to reach an
informed view and to justily our reliance on the accuracy of the information contained in the
Circular so as to provide a reasonable basis for our recommendation. We have nol, however,
carried oul any independent verification of the information provided, representations made or
opinion expressed by the Direclors and the management of the Company, nor have we
conducted any form of in-depth investigation into the business, affairs, operations, financial
position or future prospects of any member of the Company or the Subscriber or any of their
respective subsidiaries or associales.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our recommendations, we have taken into account the following principal
factors and reasons:

1. BACKGROUND AND FINANCIAL INFORMATION OF THE GROUP

The Group is principally engaged in (i) hotel operation (the “llotel Operation
Business™); (ii) gaming business as operator under the provisional license (“I'rovisional
License™) granied by Philippine Amusement and Gaming Corporation (*PAGCOR") and
leasing of gaming venues al the Group's hotel and casino complex in Metro Manila in the
Philippines to a lenant for authorised gaming operation (the “Gaming Operation
Business™); and (iii) operation of live poker events business (the “Live Events
Business™). Rovenue from Live Events Business is derived [rom sponsorships and
entrance fces for live poker events. As no live poker events were held during the past
three years, no revenue from such segment was recorded for the three years ended 30 June
2023, 2024 and 2023, respectively.

Set out below is a summary of the audited financial information of the Group for the
three years ended 30 Junc 2025 as extracted from the annual reports of the Company for
the year ended 30 June 2024 (the “2023/24 Annual Report”) and 30 June 2025 {the
“2024/25 Annual Report™), respectively.



IFor the year ended 30 June
2025 2024 2023
HE$'000 HEF'000 HE$'000
{audited) {audired) (audited)

Revenue
— Hotel Operation Business 56,211 59,832 T3.677
— Gaming Operation Business 509,948 169,954 133,542

— Live Events Business — — s

Total 306,159 229,786 207,219
Gross profil 273,245 132,430 136,626
(Loss)/profit for the year attribulable to

the owners of the Company (282,145) (131,964) 18,282

As at 30 June
2025 2024 2023
HE$000 HKS'000 HE3 000
{audited) {auelited) {audited)

Mon-current assels 1,773,210 1,707,526 1,295,710
Current assets 762,888 616,772 602,517
Current liabilities 238,279 600,621 470,092
MNet current assets 524,600 16,151 132,425
Non-current liabilities 1,524,723 706,888 221,176
Net assel 773,096 1,016,789 1,206,959

For the year ended 30 June 2024

The Group recorded a total revenue of approximately HK$229.8 million for the
year ended 30 June 2024 (“FY2024"), representing an increase in revenue of
approximately 10.9% as compared to the revenue of approximately HK$207.2
million for the year ended 30 June 2023 (“FY2023"). As disclosed in the 2023/24
Annual Reporl, the increase in revenue was mainly due to the revenue derived from
the Gaming Opcration Business being generated under the Provisional License since
its commencement in May 2024, showing a significant recovery amid the return of
traveler’s mobilily during the year upon lifting of the pandemic measures,

For FY2024, the Group recorded loss for the year attributable to the owners of
the Company of approximately HK$132.0 million, as opposed to the profit for the
year attributable to the owners of the Company of approximately HK$18.3 million
for FY2023. Based on the 2023/24 Annual Report, it is noted that such loss-making
performance was mainly resulted from (i) the significant increase of general and
administrative expenses from approximately HK$97.0 million for FY2023 lo
approximately HK$204.6 million for FY2024 due to the increase in stafl cosls



resulted from the establishment and operation of the casino pursuant to the grant of
the Provisional License; (ii) the increase in selling and marketing expenses from
approximately HEK$0.1 million for FY2023 to approximately HK$4.2 million for
FY2024 primarily due to the launching of marketing campaigns for promoting the
attractiveness of the casino and hotel business; and (iii) the increase in finance costs
from approximately HK$26.5 million for FY2023 to approximately HK$70.6 million
for FY2024 due to a new bank borrowing being obtained for the establishment and
operation of the casino and the development of an integraled resort by the Group
under the Provisional Licensc.

As at 30 June 2024, the Group recorded net current assets and nel assels of
approximately HK$16.2 million and HK$1,016.8 million, respectively. As noted
from the 2023/24 Annual Reporl, the significant decrease in net current asscls as al
30 June 2024 was mainly resulted from the increase in current liabilities due to (i)
the increase in interest payable, provision of gaming tax and jackpot; (ii) the increase
in outstanding amount of promissory notes; and (iii) the reclassification of
convertible bond from non-current liabilities o current liabilities.

For the year ended 30 June 2025

According to the 2024/2025 Annual Report, the Group's total revenue and gross
profil increased significantly from approximately HK$229.8 million and HK$132.4
million for FY2024 to approximately HK$566.2 million and 11K$273.2 million lor
the year ended 30 June 2025 (“FY2025"), representing an increase of approximately
146.4% and 106.3%, respectively. Such increases were mainly due to the increase in
revenue generaled from the Gaming Operation Business under the Provisional
License since its commencement in May 2024 as mentioned above from
approximately HK$170.0 million for FY2024 to approximately HK$509.9 million
for FY2025, representing an increase of approximaltely 199.9%.

Despite the significant increase in revenue and gross profit, the Group recorded
loss for the year altributable to the owners of the Company of approximately
HK$282.1 million, representing an increase of approximately 113.7% [rom the loss
of approximately HK$132.0 million for FY2024. With reference to the 2024/25
Annual Report, nolwithstanding the increase in gross profit as a result of the
increased revenue, such increase in net loss was mainly resulted from (i) the further
increase in gencral and administralive expenses from approximately HK$204.6
million for FY2024 1o approximately HK$326.6 million for FY2025 due to the
increase in stafl costs attributed to the recruitment of additional staff by the Group to
operate and munage the casino under the Provisional License and the increase in
wiility expenses due to the expansion of the Group's casino operation; (ii) the
increase in selling and marketing expenses from approximately HK$4.2 million for
FY2024 to approximately HK$74.5 million for FY2025 as resulted from the higher
costs incurred for marketing campaigns and promotional aclivities during the first
full year of casino operations aimed at enhancing the altractiveness and
compelitiveness of the casino offerings; and (iii) a recognition of other loss of
approximately HK$82.6 million for FY2025 primarily due to an one-off written off



of property, plant and equipment due to the demaolition of leasehold improvements on
the ground floor of the casino resulted from the renovation works carried oul at the
casino under the relevant construction contracts,

As at 30 June 2025, the Group rccorded nel current assels and nel assets of
approximately HK$524.6 million and HK$773.1 million, respectively. As noted rom
the 2024/25 Annual Report, the significant increase in net current assels as at 30
June 2025 primarily resulted from the decrease in current Habilitics was due to the
reclassification of outstanding promissory notes from current liabilities to non-
current liabilities upon issuance of the Promissory Motes with malurily dale on 31
March 2027 in place of the previous matured promissory noles issued to the PN
Holder.

Market outlook of the Group

To understand the market outlook of the principal business engaged by the
Group, being the gaming and hotel operation in the Philippines, we have performed
independent research on the latest development of the tourism and gaming industry
in the Philippines.

According to the official statistical and press release available from PAGCOR,
being the regulatory and licensing autherity for gaming and gambling wholly-owned
and controlled hy the government of Philippines, the lotal industcy gross gaming
revenue (“GGR") of the gaming industry cxhibiled notable recovery after reaching
an all-time low GGR of PHP98.79 billion at the height of the COVID-19 pandemic
in 2020, achieving GGRs of approximately PHP113.09 billion, PHP214.33 billion,
PHP285.27 billion and PHP372.33 billion in 2021, 2022, 2023 and 2024
respectively. The GGR in 2024 represented a growth of approximately 30.52% from
the previous year, among which, the GGR in respect of the licensed casinos segmenl
{including integrated resorts), being the largest contributor within the gaming sector,
amounted to approximately PHP201.84 billion in 2024, representing a slight decline
of approximately 2.72% from the relevant GGR of approximately PHF207.48 billion
in 2023, while the bingo operations and electronic games segment, being the second
larpest segment, recorded GGR of approximately PHP154.52 billion, representing a
year-on-year increase of approximately 165.66%. The PAGCOR also expects a
further revenue growth of 17% for the local gambling industry in 2025, reaching
between PHP450 billion and PHP48D billion, as supported by the strong momentum
of the online gaming sector,

With reference Lo the official news release from the Department of Tovurism of
the Philippines titled “Philippines hits record high tourism revenue in 2024
published on 5 January 2025, the Philippine tourism sector has achieved an all-time
high of revenue of approximately PHP760.50 billion in 2024, showing an increase of
approximately 9.04% as compared to approximately PHP697.46 billion as recorded
in 2023 and surpassing pre-pandemic levels in 2019, In pacticular, it is reported that
the number of international wisitor arrivals amounted to around 5.95 million,
representing an increase of 9.15% from thal recorded in 2023, It is also stated that



the length of stay of tourists has extended to an average of over 11 nights as
compared Lo an average of 9 pights in 2019, while 70% of the lourisls are repeat
visitors. Further, wilh reference to the stalistics released by the Department of
Tourism of the Philippines, the inbound tourism cxpenditure generated from the
provision of accommodation services for visilors showed consecutive growth from
2021 to 2024, while the accommodation services for visitors represented the largest
contributor contributing as to 20.6% and 32.6% for 2023 and 2024, respectively,
among other service calegories. According Lo the press release published by
PAGCOR on 24 July 2025 regarding a conference organised and held by the
Philippine Hotel Owners Association, it is reported that the integrated resort casinos
in the Philippines generated PHP93.36 billion in GGR in the first half of 2025,
which accounted for nearly half of the total GGR of the local gaming industry during
the period. The official chuitman of PAGCOR at the conference also stressed that the
licensed inteprated resort casinos has contributed hugely to the tourism industry.

According to SCCG Management, 2 leading advisory firm in the global gaming
industry with aver 30 years of experience and offices across major regions, in 2023,
the Philippines government has greenlil pearly US$6 billion in new casino
infrastructure investmenis over the next five ycars. Moreover, in April 2025,
PAGCOR announced new rules for accrediting thirdparly vendors, including payment
processors, marketers and compliance providers to strengihen probily across the
board, While the GGR amounted to PHP285 billion and PHP372 hillion in 2023 and
2024 respectively, the chairman of PAGCOR stated the GGR is likely to hit a new
record in 2025, PAGCOR also has its sights set on crossing the PHP1 trillion mark
by 2027 in terms of GGR.

In view of the growth of the casino gaming and tourism industry in the
Philippines and the posilive government iniliatives as observed above, it is
comsidered that the prospect of the business which the Group is principally engaged
in is generally positive.

2, BACKGROUND INFORMATION OF THE SUBSCRIBER AND I'LS
INTENTION REGARDING THE GROUP

As disclosed in the Letter from the Board, the Subscriber, being named as one of the
Forlune Southeast Asia 500, is a company incorporated with limited liability in the
Philippines, whose shares are listed on the Philippine Stock Exchange (stock symhbaol:
PLUS), and are classified under the Casinos & Gaming sub-scetor. As of market close on
the Latest Practicable Dale, the market capitalisation of the Subscriber is approximately
HK$8.94 billion (equivalent to approximately PHP66.876 billion). Please refer to the
Letter from the Board for information of the shareholding structure of the Subscriber.



The Subscriber Group is an innovalive digital entertainment group in the Philippines
and is a leader in the industry. The Subscriber Group leverages lechnology and innovation
lo deliver gaming producls designed for entertainment. Tts core business includes
provision of online gaming producls such as bingo and poker games, as well as online
betting services for a variely of local and intermational sports events. Additionally, the
Subseriber Group's operalion is supporled by over 130 physical sites spreading across the
Philippines.

Based on the published annual report of the Subscriber for the year ended 31
December 2024, we noted that the Subscriber has been operating various online and
offline gaming and enlerlainment plalforms covering bingo, e-casino, specially games,
sporls belting and poker, with over 40 million registered users across its digital
entertainment platforms. As at 31 December 2024, the Subscriber owned 126 physical
bingo parlours nationwide and 22 e-games branches which are mostly located in major
shopping malls in Metro Manila and key provincial cities. With the relevant licenses
issued by PAGCOR, the Subscriber Group also operates slot arcades at several casinos. It
is stated that the Subscriber plans to continue to expand its platform capabilities, game
portfolio and promotional campaigns while enhancing customer engagemenl through
target marketing, strategic partnerships and technological advancement.

The Subscriber Group recorded consolidated revenue of approximately PIIP75.22
hillion (equivalent to approximately HK$10.06 billion) for the year ended 31 December
2024, representing a significant growth of approximately 176.04% from that of
approximately PHP27.25 billion (equivalent to approximately HK$3.64 billion) for the
year ended 31 December 2023, which was primarily resulted from the inerease in revenuc
from electronic games from retail segment, revenue from casino and service and hosting
fees and commission income. The Subscriber Group recorded nel income after tax of
approximately PHF12.58 billion (equivalent to approximatcly HK$1.68 billion) for the
year ended 31 December 2024, showing an increase of approximately 207.58% from that
of approximately PHP4.10 billion (equivalent lo approximately HEK$0.55 billion) for the
year ended 31 December 2023, As at 31 December 2024, the total assets and net assets of
the Subscriber Group amounled to approximately PHP44.15 billion (equivalent to
approximately HE$5.90 billion) and PHP31.28 billion (equivalent to approximately
HK$4.18 billion), respectively. The Subscriber Group also maintained sufficient cash and
equivalents of approximately HEK$1.87 billion (equivalent to approximately PHP13.98
billion) as at 31 December 2024,

As disclosed in the Letter from the Board, the Subscriber Group intends to expand
and diversify its business into the casino and gaming sector in the Philippines. Since the
Group has commenced its casino operation at its hotel complex in the Manila Bay area in
May 2024, the Subscriber considers the investment in the Notes an attractive opportunity
to pursue ils strategic initiative in enhancing its presence in the Philippine paming
industry by leveraging on the Group's gaming operation and further increasing existing
business co-operation with the Group.




3. REASONS FOR AND BENEFITS OF THE SURSCRIPTION AND USE OF
PROCEEDS

As disclosed in the Letter from the Board, the Bouard considers the Subscription to be
beneficial to improve and strengthen the Group's liguidity and financial position on a
longer-term basis given a five-year lenor of the Motes. Further, in the case hat the
Subscriber converts part of or in full the Notes into the Conversion Shares, it will also
broaden the Shareholder and capital base of the Company.

In the event that both the First Subscription and the Second Subscription are
completed, the Subscription would raise an aggregate of HE$1.6 billion for the Group.
After deduction of the relevant costs and expenses of approximately HK$2 million, the
net proceeds are cslimated to be approximately HK$1.598 billion, which are intended Lo
be applied by the Company in the following manner:

(i)

(i)

(iii)

as lo approximately 30.61% or HK$489.22 million for the PN Repayment
within one (1) month from the First Completion;

as to approximately 24.56% or HK$392.39 million for the repayment of the
Secured Bank Borrowing within one (1) month from the First Complelion;

as to approximately 34.82% or HK$556.39 million will be used for funding the
[nvestment Commitment in at least the next two years and attractive investment/
business opportunity(ies) that may arise from lime to time which the Board
considers to be in the interest of the Company to make such investmeni(s); the
Investment Commitment is currently expected to include capital investments for
acquisition of land for the expansion of the Hotel and the construction of
additional hotel rooms, for provision of other amenities of the integrated resorl
including leisure facilities and shopping arcades, and for ongoing upgrades,
refurbishments and renovations to the facilitics and infrastructures of both the
Hotel and the Casino (as at the Latest Practicable Date, the project details for
the above capital investmenis are yet to be finalised, neveriheless, it is expected
that the amount will be utilised to fund the Investment Commitment within the
24.month period following the Completion of the Subscription); it should be
noted that it is the intention and preference of the Board to first make the PN
Repayment and repay the Secured Bank Borrowing to achieve interesis savings
through the issue of the Notes and (o allocate any remaining amount left after
such applications, to the Investment Commitment and/or future investment/
business opportunity(ies); as there is no definite timeline as to acquisition of
land for expansion of the Hotel and making improvements lo the Hotel and the
Casino, the Board can only estimate a rough 24-month period within which to
ulilise the funding of the Investment Commitment andfor future investment/
business opportunities and based on such estimation, expects thal the net
proceeds will be fully utilised within 24 months following the Completion; and

o



(iv) as to approximately 10.01% or HK¥160 million as general working capital of
the Group including, among other things, the payments for salaries and
allowances, selling and marckeling cxpenses, and flinance cosis (which are
expected to be approximately 509, 25% and 12% respectively of the amount to
be utilised as the Group’s general working capital, the remaining approximately
13% is for other working capital items), it is expected that the amount will be
utilised as the Group's general working capital within 12 months from the
Completion of the Subseription.

In assessing the fairness and reasonableness of the above proposed allocations of net
proceeds from the Subscription, we have primarily taken into consideration the below
factors:

Repayment of ontstanding indebtedness of the Group

With reference lo the 2024/25 Annual Report, we noted that as at 30 June 2025,
the Group had (i) outstanding Promissory Notes of approximatcly HK$467.99
million which carried an interest rate of 6% per annum, repayable on 31 March
2027, and (1) secured bank loans with an aggregate outstanding amount of
approximately HE$920.07 million (comprising principals of two loans: (1)
HK$392.39 million carrying an interest rate of 3.35% per annum, repayable in July
2027, being the Secured Bank Borrowing, and (2) HK$597.68 million which will fall
due in October 2030, being the PHP Loan). The bank balances and cash of the Group
amounted to approximately HK$562.52 million as at 30 June 2025 which is
insufficient to repay the abovementioned indebtedness of the Group. We understand
from the Management that the cash balance of the Group would maintain the
flexibility and serve as a buller lo cover the operating expenses incurred during the
Group's normal course of business operation and satisfy its existing debt obligations.
Furthermore, the Group’s cost of sales increased by 41.0% from approximately
HEK$79.6 million lo approximately HK$112.2 million, and the gaming tax and
licensing fee increased by 915.2% from approximately HK$17.8 million to
approximately HK$180.7 million for FY2025, representing that the Group is
experiencing an increasing trend in terms of operating expenses due to the business
expansion following the grant of the Provisional License.

Despite an adeguale current ratio of the Group, being current assets divided by
current liabilities, which amounted to 320.2% as at 30 June 2025, il is noted that (i)
the debt-to-equity ratio, computed by dividing total debts by total equily, clevated
from approximately 105.8% as at 30 June 2024 to approximately 188.6% as at 30
June 2025 following an increase in bank borrowings primarily for the purpose of
funding the Investmenl Commitment and the Group’s operation; and (ii) the gearing
ralio, computed by dividing net debt (which includes Promissory Noles, bank
borrowings and converlible bonds, less cash and bank balances) by lolal equily,
amounted to approximately 115.8% as at 30 June 2025 as disclosed in the 2024/25
Annual Report. Given that each of the Promissory Moles and the Secured Bank
Borrowing bears a higher interest rate as compared lo the Notes which carries an
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interest rale of 3% per annum, the early repayment of the Promissory Notes and the
Secured Bank Borrowing would allow the Group to immediately save the associated
future interest expenses arising from such indebledness,

As enguired with the Management, assuming completion of the Subscription on
31 Junuary 2026 and wpon the early repayment of the Promissory Moles and the
Sceurcd Bank Borrowing using the proceeds from the Subscription, it is expected
that an aggregale interest expenses amounting to no less than approximately
HK%154 million, calculated on an annualised basis, would be saved, therchy
relieving the financial burden of the Group, Based on our review, il is noled that
such interest saving amounl represents the difference between (i) the apprepaie
annualised inlerest expenses derived from (a) the Promissory MNotes with principal
amount of HK$467.99 million at interest rate of 6% per annum and (b) the Sccured
Bank Borrowing with principal amount of HI$392.39 million al inlerest rate of
3.35% per annum; and (ii) the annualised interest expense arising from utilising part
ol the proceeds of the Notes to early repay the aggrepate principal amount of the
Promissory Motes and the Secured Bank Borrowing of [HK$860.38 million at the
interest rate of the Notes of 3% per annum. We consider such compulalions to be
[air and reasonable for illustrative purpose.

Based on our review of the 2024/25 Annual Report, we also noticed that the
PHP Loan represents a banking facility of PHP4,320 million (equivalent 1o
approximately 1IK$577.5 million) which was Tully wtilised as at 30 June 2025. It
carried variable interest rate at the higher of one year PHP BVAL Reference Rates +
2% per annum or 7.5% per annum, maturing in October 2030. The PHP BVAL
Reference Rates are benclunark interest rales administered by the Banks Association
of the Philippines, which are published daily on the official online platform of the
Philippine Dealing Systemn Holdings Corp. & Subsidiaries (http:fwww.pds.com.ph).
Despite the higher inlerest rale and principal amount of the PHF Loan when
compared to the Promissory Motes and the Secured Bank Borrowing, as further
enquired with the Management, we learnt that pursuant to the relevant facility
agreement underlying the PHP Loan, the Group shall continue to pay the accrued
interest until the original maturity date of the PHP Loan in October 2030 if it makes
an carly repayment, while there is no penalty for early repayment of the Promissory
Motes and the Secured Bank Borrowing.

Considering the conseculive loss-making performance of the Group as described
in the above seclion headed “1. Background and financial information of the Group”
as well as the increasing finance costs of the Group which amounted to
approximately HK$70.6 million and HK$91.8 million for the two years ended 30
June 2024 and 2025, respectively, which mainly consisted of interesis on promissory
notes and bank horrowings of approximately HEK$61.6 million and HK$87.8 million
for the respective years, adversely affecting the financial performance of the Group,
the interest savings from the PN Repayment and repayment of the Secured Bank
Borrowing will reduce the finance costs and in turn potentially improve the financial
performance of the Group. Accordingly, considering the lower interest rate of the
Motes and thal the repayment date of the Notes Falls on the fifth anniversary from the
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date of issue of the relevant Notes which is later than the respective maturity dates
of both of the Promissory Notes and the Sccured Bank Borrowing, we are of the
view that funding the repayment of the Group’s indebtedness using the proceeds
from the Subscription is in the interests of the Company and the Shareholders as a
whole.

Funding the Invesfment Commitment and suitable investment/business
opporiunifies

In September 2023, PAGCOR granted the Provisional License lo the Group fo
establish and operate casinos and the Group is required to invest no less than Us$1.0
billion (equivalent to approximately HK$7.80 billion) and up to US$L.2 billion
(equivalent to approximately HK$9.36 billion) (the “Investment Commitment™) for
the establishment and development of an integrated rcsort located in Manila,
Philippines (the “Project™). We observed that the unulilised net proceeds raised
from the Group's placing exercise completed in 2017 amounted to HK$14.0 million
as at 30 June 2025, which is expected to be fully utilised as part of the Investment
Commitment by the end of 2025.

Pursuant to the Group’s development plan submitted to and approved by
PAGCOR, the Project comprises the following components: (i) a total gross floor
area of at least 250,000 m*; (ii) at lcast 800 5-star luxury hotel rooms; and (iii) retail
areas of at least 20,000 m® consisting of casinos, restaurants, leisure Facilities and
shopping arcades. Based on current circumstances, the Investment Commitment is
expected to be completed by 2033. With effect from 11 May 2024, the Group
officially took over from PAGCOR the casino operation in the hotel of the Group
(the “Hotel™) by virtue of the Provisional License. Given that the operation scale in
the existing casino (the “(psino™) and the Hotel is insufficient to meet the Project
requirement, the Group is required to expand the Group's hotel premises and casino
operation as well as to upgrade the hotel, casino and other amenities with the aim to
iransform to an integrated resort. Since the grant of the Provisional License, part of
the Investment Commitment was utilised for the upgrade and improvement of
facilities of the Hotel and the Casino. For instance, the Group has cntered into
construction contracts with Kimberland Construction Inc. for the upgrades,
refurbishments and renovations of the facililies and infrastructures of both the Hotel
and the Casino. The Investment Commitment includes further major capital
investments to be made such as (i) the acquisition of land for the expansion of the
Hotel and the construction of additional hotel rooms lo fulfil the hotel offering
capacily as required under the Project; (i) the provision of other amenilies of the
integrated resorl including but not limited to leisure facilitics and shopping arcades;
and (iii) ongoing upgrades, refurbishments and renovations to the facilities and
infrastructures of both the Hotel and the Casino. We understand that the Group has
satisfied part of the Tnvestment Commitment as at 30 September 2023.
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In this regard, we have obtained the development plan (the “Plan") prepared by
the Management which has been submitled to PAGCOR in respect of the Project
setting oul the planned investment cost for each components covering, among others,
different portions of buildings, gaming equipmenl, acquisition of land, general and
administrative expenses, and the respective planned payment schedule thereof. Based
on our review of the Plan, we noted that the intended allocation from the proceeds of
the Subscription in the amount of approximately HK$356.39 million is within the
corresponding investment amount planned to be applied by the Group under the Plan
particularly with respect lo development of casino, hotel, shopping arcade, retail and
commercial spaces as well as purchase of paming equipment, and is sufficient o
fulfil the future funding requirement with respect to the Project for at least the next
two years. While the intended allocated amount from the Subscription Falls short of
the outstanding Investment Commitment, we were advised by the Management that
the Company shall further conduct fund raising exercise such as bank borrowing,
debt financing and/or equity financing as and when necessary 1o fulfil its obligation
towards satisfying the outstanding Investment Commitment taking into consideration
the prevailing markel condition and the then [ inancial condition of the Group. Upon
implementation of the Plan, particularly with the increased number of gaming tables
and slot machines, the occupancy rates at the Hotel and consumer spendings al the
Casino and the Hotel are expecled to increase in the long run, thereby enhancing the
revenue of the Group.

On the other hand, the Company intended to finance any suitable investment/
business opportunitics as they arise from time to time. Based on our discussion with
the Management, we understand that such investment/business opporlunities will be
related to the hotel and gaming sector in the Philippines and/or overseas, which is in
line with the business strategy of the Group. As at the Latest Practicable Date, we
understand from the Management that no specific larget regarding the potential
investment had been identified. As described in the above section headed *1.
Background and financial information of the Group™, it is observed that the
prospects of the casino gaming and tourism industry in the Philippines is gencrally
optimistic as evidenced by the robust market growth. As such, considering that the
proceeds from the Subscription would serve as a reserve for the Company to limely
seize any suitable business opportunities as they arise, we are of the opinion that the
Group’s proposed allocation of proceeds from the Subseription for funding potential
investment/business opportunities is fair and reasonable.

Alternative fund raising alfernatives considered by the Company

Upon enguiry with the Managemenl, we understand that the Company has
considered various ways to raise funds including other form of debt financing such
as bank borrowings and equity financing before resolving to the Subscription. With
reference to the 2024725 Annual Report and as discussed with the Management, we
noted that the bank loans and banking facilities of the Group were securcd by the
Group's hotel and casino complex together with certain bank balances, land use
rights and condominiums and financial guarantees provided by associates of the
Group. Considering the size of the fund raising amount, the Management anticipated
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that any addilional bank borrowings will require the Group to provide exira
collaterals as security. Given that the hotel and casino complex of the Group, being
the most significant tangible asset of the Group, has already been pledged to the
relevant bank for existing loans, the Group lacks significant tangible assets to sceure
substantial bank borrowings.

On the other hand, equity financing such as placing of new shares or
converlible securities to placees which would likely be conducted on a best-effort
basis, may impose uncertainty on the final amount of proceeds to be raised and the
outcome of which is subject to market condition. With respect to any rights issue or
open offer conducted on a fully-underwritten basis which allow all existing
shareholders to participate, there is a lack of cerlainly in successfully implementing
such exercises due to their relatively longer timetable as compared to the
Subscription. In particular, in view of the ongoing loss-making performance of the
Group, the Management expressed uncerlainly on securing an underwriter for
conducting such equity financing exercises. Even if the Group successfully sccures
an underwriter, additional ecxpenses like underwriting commissions and other
professional fees and adminisirative and legal cost will be involved. In contrast, the
Subscription would allow the Group lo raise the necessary fund with greater
certainly in a more time-efficient manner without incurring additional costs as
compared o rights issue or open offer. The Subscription also provides the Group
with a longer repayment term over a five-year lenor of the Notes beyond the
malurity dates of the Promissory Notes and the Secured Bank Borrowing, which is
beneficial to the Group as it improves and strengthens the Gronp's liguidity and
financial position, The Subscription is also embedded with the option for the
Subseriber o convert partly or fully the Motes into Conversion Shares, thercby
broadening the Sharcholder and capital base of the Company upon such conversion,

Maoreover, with reference to the announcement published hy the Subscriber in
respect of the Subscription, it is disclosed that the potential acquisition of the
Company upon conversion of the Notes will allow the Subscriber to oplimisc ils
group structure by combining the Group's experlise in hospitality and gaming
management with the Subscriber’s leadership in digital entertainment and technology.
As such, unlike pure debt financing, the Subscription also represcnts a strategic
alliance between the Group and the Subscriber Group in furtherance of their
respective business development.

Accordingly, we concor with the Board’s view that the Subscription represents a
more preferable fund raising option for the Group under the current circumstances.

Having considered that the net proceeds from the Subscription would enable the
Group to (i) repay the outstanding indebtedness with respect to the Promissory Notes
and Secured Bank Borrowing which carried a higher interest rale as compared to the
Motes while at the same time achieving future interest savings, therefore reducing the
linance costs of the Group; (ii) finance the planncd oulstanding Investment
Commitment under the Project for at least the next two years; (iii) expand its
business by timely capture and finance any polential investment/business
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opportunities relating to the hotel and gaming sector in the Philippines and overseas
as they arise so as (o sirengthen the market presence and position of the Group; (iv)
replenish its peneral working capital for operation in its ordinary course of business;
and (v) develop a strategic alliance between the Group and the Subscriber Group, we
are of the view that the Subscription is in the interest of the Company and the
Shareholders as a whole.

4.  PRINCIPAL TERMS OF SUBSCRIPTION AGREEMENT

On 17 MNovember 2025 (after tading hours), the Company entered into the
Subscription Agreement with the Subscriber, pursuant to which the Company
conditionally agreed to issue and the Subscriber conditionally agreed to subscribe for the
Motes in an aggregate amount of up to HK$L.6 billion. Set out below is a summary of the
principal terms of the Subscription Agreement as extracted from the Letter from the

Board,
Dale

Parlies

Subscription
damount

Conversion
Price

17 Movember 2025

(i) the Company as issuer; and
(ii) the Subscriber

Up to HKE1.6 hillion

The Subscriber shall subscribe, or procure its wholly-owned
subsidiary to subscribe, lor the Moles in lwo tranches, namely,
the First Subscription in the principal amount of HEK$0.8

billion and the Sccond Subscription in the principal amount of
HEKS0.8 billion.

The subscription of the Second Subscription Motes shall take
place within three (3) months from the First Completion,
unless otherwise agreed by the Company and the Subseriber,

The initial Conversion Price per Conversion Share shall be
HK$1.00, subject o usual anti-dilution adjustments in certain
evenls such as share consolidation, share sub-division,
reclassification, capitalisation issue, capital distribution, rights
issue and other equily or cquily derivatives issues,
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Adjustment
events

The initial Conversion Price is subject to adjusiment from
time to time in accordance with the terms and conditions of
the Notes (as summarised below) and upon the occurrence of
cerlain preseribed and exhavstive events, including (i)
consolidation, sub-division or reclassification of Shares; (ii)
capitalisalion of profits or reserves (including any share
premium account or capilal redemplion reserve fund); (iii)
capital distribution {which shall include any distributions in
specie or in cash); (iv) rights issue or grant of any options or
warrants to subscribe for new Shares al a price which is less
than 90% of the market price; (v} issue of securities which are
convertible into or exchangeable for or carry riphts of
subscription for new Shares at a price which is less than 90%
of the market price; (vi) modification of rights of conversion
or exchange or subscription attaching to the sccurilies of the
Company as in (v) at a price which is less than 90% ol the
market price; (vii) issue of any new Shares at a price which is
less than 90% of the markel price; or (viii) issue of Shares for
the acquisition of any asset at a price which is less than 90%
of the market price.

For these purposes, the term “‘market price” means the
average of the closing prices per Share on the Stock Exchange
fur each of the last 10 days on which dealings in the Shares on
the Stock Exchange took place ending on the last such dealing
day immediatcly preceding the day on or as of which the
markel price is lo be determined.

(i) Consolidation or sub-division or reclassification of
Shares

The Conversion Price shall be adjusted by muliiplying it
by the following fraction:

A.

B

where:
A = the revised nominal amount; and

B = the former nominal amount.
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(ii)

(iii)

Capitalisation of profits or reserves (including any share
premium account or capital redemption reserve fund)

The Conversion Price shall be adjusted by multiplying it
by the following fraction:

c
B

where:

C = the aggregale nominal amount of the issucd Shares
immediately before such capitalisation; and

D = the aggregalc nominal amount of the issued Shares
immedialely after such capitalisation,

Capital distribution (which shall include any distribution
in specie ar in cash)

‘The Conversion Price shall be adjusted by multiplying il
by the following fraction:

E-F
E

where:

E = the markel price (as defined above) on (he date on
which the capital distribution is publicly announced or
{failing any such announcement) the dale immediately
preceding the date of the capital distribution; and

F = the fair market value on the day of such
announcement or (as the case may require) the
immediately preceding day of the portion of the capilal
distribution.



{iv) Rights isswe or grant af any aprions or warranis o

(v}

subscribe for new Shares at a price which is less than
90% of the market price

The Conversion Price shall be adjusted by multiplying
the Conversion Price in force immediately before the date
of the announcement of such rights issue or grant by the
lollowing fraction:

R
P — AR

5
F+0Q

where:

P = the number of Shares in issue immediately before the
date of such announcement;

Q = the aggregate number of Shares so offered for
subscription or comprised in the oplions or warranls or
other rights;

R = the amount (il any) payable for the right, oplion or
warrant to subscribe for each new Share, plus the
subseription price payable for cach new Share; and

S = the markel price (as deflined above) of one Share on
the trading day immediately prior to such announcement.

fssue of szecurities which are convertible inte or
exchangeable for or carry rights aof subscription for new
Shares at a price which is less than 90% of the marker
price

The Conversion Price shall be adjusted by multiplying
the Conversion Price in force immediately prior to the
issue by the following fraction:

G
I
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(vi)

where:

G = the number of Shares in issue immediately before the
date of issue plus the number of Shares which the total
effective consideration [or the securities issued would
purchase at such market price; and

H = the number of Shares in issuc immediately before the
date of issue plus the number of Sharcs to be issued upon
conversion or exchange of, or the exercise of the
subscription rights conferred by, such securities at the
initial conversion or exchange rate or subscriplion price.

Maodification of rights of conversion or exchange or
subscriprion attaching to the securities of the Company
as in paragraph (v) above at a price which is less than
90% of the market price

The Conversion Price shall be adjusted by multiplying
the Conversion Price in [orce immediately prior o such
modification by the following fraction:

SER
K

where;

I = the number of Shares in issue immediately before the
date of such modification plus the number of Shares
which the total effective consideration receivable for the
securities issued at the modified conversion or exchange
price would purchase at such market price; and

K = the number of Shares in issue immediately before
such date of modification plus the number of Shares (o be
issued upon conversion or exchange of or the exercise of
the subscription rights conferred by such securilies at the
modified conversion rate or subscription price.

For the purpose of paragraphs (v) and (vi) above, the
term “‘tofal effective consideration” means the
consideration receivable by the Company for any such
securitics plus the additional minimum consideration (if
any) to be received by the Company upon (and assuming)
the conversion or exchange thereof or the exercise ol
such subscription rights.
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Interest rate

Maturity

Redemption

Repayment

{vii}

(viii)

Issue af any new Shares at a price which is less than
90% aof the market price

The Conversion Price shall be adjusted by multiplying
the Conversion Price in force immediately before the date
of the announcement of the terms of such issue by the
following fraction:

-

where:

L = the number of Shares in issue immediately before the
date of such announcement plus the number of Shares
which the aggregate amount payable for the issne would
purchase at such market price; and

M = the number of Shares in issue immediately before
the date of such announcement plus the number of Shares
50 issued.

Issue of Shares for the acquisition af any asset at a
price which is less than 90% of the market price

The Conversion Price shall be adjusted in such manner as
may be determined by an approved financial adviser who
is of repute in Hong Kong selccted by the Company, or
jointly with the MNoteholders representing nut less than
75% of the then outstanding principal amount of the
Motes upon their request.

3% per annum, payable on a half-yearly hasis.

The

fifth (5th) anniversary from the date of the issue of the

relevant Motes (the “Maturity Date").

Unless previously converted or purchased or redeemed by the
Company, the Company will redeem the Notes on the Maturity
Dalte at the redemption amount which is 108% of the principal
amount of the Notes then outstanding plus interest accrued.

The

outstanding principal amount of the Noles or any part

thereof shall not be repaid or prepaid by the Company prior to
the Maturity Date.
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Repurchase

Transferability

Conversion
period

Conversion
Shares

Vuoling

Events of
delanlt

The Company or any of ils subsidiarics may at any time and
from time Lo time purchase the Motes at any price as may be
agreed between the Company or such subsidiary and the
MNoteholder. Any MNote so purchased shall forthwith be
cancelled by the Company.

The Motes will be freely transferable but may not be assigned
or lransferred to a connecled person of the Company without
the prior wrilten consent of the Company. The Company shall
promplly notify the Stock Exchange uwpon becoming aware of
any dealings in the MNotes by any connected person of the
Company.

The Motcholder shall have the right to converl at any day
commencing on the thirty-ficst (31st) day after the date of
issue of the relevant Noles and until the Maturity Date.

Upon full conversion of the Motes at the initial Conversion
Price, a total of 1,600,000,000 Shares will be issued by the
Company, represeoling approximately 53.89% of the issucd
share capitul of the Company as enlarged by the issue and
allotment of the Conversion Shares (assuming no change in
the issued share capital of the Company since the date of the

Subscriplion Agreement up to the full conversion of the
Motes).

The Moteholder shall have the right to convert the whole or
part of the outstanding principal amount of the Notes in the
integral multiple of HK$10,000,000 into the Conversion
Shares.

The Conversion Shares shall be issued and allotted by the
Company, credited as fully paid, with effect from the date on
which Conversion Rights are wvalidly exercised by the
Moteholder(s), and the Noteholder(s) shall be entitled to all
dividends and other distributions on the record date which fall
after the respective conversion dates.

A NMNoteholder will not be entitled to receive notice of, attend
or vote at any meetings of the Company by reason only of it
being the Noteholder,

If any of the following events occurs, the Moteholder(s) may
give notice in writing to the Company that the principal
amount of the Notes, together with any accrued and unpaid
interest, shall become immediately due and payable:
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(a)

(b)

()

the Shares ceased to be listing on the Stock Exchange or
the trading of the Shares on the Stock Exchange is
suspended for a continuous period of 10 Business Days
or more on each day of which the Stock Exchange is
pencrally open for the business or dealing in securities;
or

the Company fails to perform or observe or comply with
any of its obligations contained in the MNotes, if such
default is capable of remedy, is not remedied within 20
Business Days after written notice of such defaull has
been given to the Company by the Noteholder holding or
MNotcholders together holding, not less than 50% of the
then oulstanding principal amount of the Motes; or

the Company [ails to pay the principal amount when due
or the interest on the Notes when due unless non-payment
of such intercst is due solely to administrative or
technical error and payment is made within 10 Business
Days of the due date thereof; or

(i) an encumbrancer takes possession or a receiver,
manager or other similar officer is appointed of the
whole or any material part of the undertaking,
property, assets or revenues of the Company or any
of its Major Subsidiaries and is not discharged, paid
out, withdrawn or remedied within 10 Business
Days; or

(ii) the Company or any of its Major Subsidiaries
becomes insolvenl or is unable to pay its debis as
they mature or applies for or consents to or suffers
the appointment of any administrator, liquidator or
receiver of the Company or any of its Major
Subsidiaries or the whole or any material parl of the
undertaking, property, assets or revenues of lhe
Company or any of its Major Subsidiarics or takes
any proceeding under any law for a readjusiment or
deferment of its obligations or any part of them or
makes or enters inlo a general assignment or
compromise with or for the benefit of its creditors;
or
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Ranking:

(iii} an order is made or an effective resolution passed

(iv)

)

(vi)

for winding-up of the Company or any of its Major
Subsidiaries, excepl in the case of winding up of
such subsidiaries in the course ol reorganisation that
has been approved by the Noteholder or Notcholders
together holding not less than 51% of the Lhen
outstanding principal amount of the Noltes; or

a moratorium is agreed or declared in respect of any
indebtedness of the Company or any of its Major
Subsidiaries or any pgovernmental aothority or
agency condemns, seizes, compulsorily purchases or
expropriates all or any material part of the assets of
the Company or any of its Major Subsidiaries; or

the Company consolidates or amalgamales with or
merge into any other corporation (other than a
consolidation, amalgamation or merger in which the
Company is the continuing corporation), or the
Company sells or translers all or substantially all of
its assels, or

at any time any material indebledness of the
Company or its Major Subsidiaries becomes due and
payable prior to its staled maturity by reason of
defaull, or event of default {howsoever described)
by the Company or any of its Major Subsidiaries.

The Conversion Shares, when issued and allotted, shall rank
pari passu in all respects with the Shares in issue as at the
date on which the relevant Conversion Rights are exercised.

For further details on the principal terms of the Notes, please refer to the Letter from

the Board.

The initial Conversion Price of HIK$1.00 per Conversion Share represents:

(i)

a discount of approximately 3.85% to the closing price of HK$1.04 per Share as
quolcd on the Stock Exchange on the Latest Practicable Date;

(ii) a discount of approximately 16.67% to the closing price of HEK$1.20 per Share

(iii)

as quoted on the Stock Exchange on the date of the Subscription Agreement;

a discount of approximately 17.36% to the average closing price of
approximately HK$1.21 per Share as quoted on the Stock Exchange for the five
(5) consecutive trading days immediately prior to the date of the Subscription
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(iv)

(v)

(vi)

a discount of approximately 18.70% to the average closing price of
approximately HK1.23 per Share as quoted on the Stock Exchange for the 30
consecutive lrading days immediately prior to the date of the Subscription
Agreement;

a discount of approximately 19.35% to the average closing price of
approximately HK$1.24 per Share as quoted on the Stock Exchange for the 60
consecutive trading days immediately prior to the date of the Subscriplion
Agreement,;

a discount of approximately 19.35% to the average closing price of
approximately HK$1.24 per Share as quoted on the Stock Lixchange for the 90
conscculive trading days immediately prior to the date of the Subscription
Agresment;

{vii) a discount of approximately 9.91% lo thc average closing price of

approximately HK$1.11 per Share as quoted on the Stock Exchange lor the one
year immediately prior to the date of the Subscription Agreement;

{viii) a premium of approximately 78.57% over the net asset value of approximately

(ix)

(x)

HK$0.56 per Share based on the audited consolidated net asset value of the
Group attributable to the Shareholders of approximately HK$773,096,000 as at
30 June 2025 and 1,369,157,235 Shares in issue on the date of the Subscription
Agreement;

a premium of approximately 85.19% over the adjusted unaudited nel asscl value
of approximately HK$0.54 per Share based on the adjusted unaudited
consolidated net assct value (“Adjusted NAV™) of the Group attributable lo
the Sharcholders of approximately HE$735,507,000, which is calculated based
on the andited consolidated net assel value of the Group attributable to the
Sharcholders of approximately HK$773,096,000 as at 30 June 20235 and
adjusted downward to reflect the decrease in value of the properly interests of
the Group (i.e. buildings, leasehold improvements and investment properlics)
(the “Group’s Property Interests”) of approximately HK$37,589,000, which
in urn is calculated bascd on the market value of the Group's Property Interests
of HK$835,000,000 as at 30 November 2025 as disclosed in the property
valuation report set outl in Appendix IT of this circular, and compared to the
carrying value of the Group’s Property Interests of approximately
HK$872,580,000 as recorded in its andited consolidated financial statements as
at 30 June 2025; and

a theoretical dilution effect (as defined under Rule 7.27B of the Listing Rules)
represented by a discount of approximately 9.35%®*, represented by the
theoretical diluted price of approximately HES$1.10 per Share to the
benchmarked price of approximately HK$1.21 per Share (as defined under Rule
7.278 of the Listing Rules), taking into account the higher of the closing price
of the Shares on the date of the Subscription Agreement and the average of the

* 0.09% if based on o thearetical diluted price rownded up to two decimal places.
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closing prices of the Shares as quoted on the Stock Exchange for the five (3)
consecutive trading days immediately prior to the date of the Subscription
Agreement.

As disclosed in the Letter from the Board, the initial Conversion Price was arrived at
after arm’s length negoliations between the Company and the Subscriber, taking into
account of, among others, the market condition, the financial conditions, performance and
business prospects of the Group, the prevailing and historical market prices of the Shares,
and in parlicular, the premium of the initial Conversion Price over the net asset value per
Share as at 30 June 2025.

Adjusted NAV

With respeet to the Group's Property Interests, we have obtained and reviewed lhe
compulations provided by the Management in arriving at the Adjusted NAV, which is
hased on (i) the audited consolidated net asset value of the Group altributable to the
Shareholders as at 30 Junc 2025; and (ii) the fair value loss arising from the difference
between (a) the market value of the Group’s Property Interests as at 30 November 2025 as
disclosed in the property valuation reporl set out in Appendix II of this circulur and (b)
the carrying value of the Group's Property Interests as at 30 June 2025. Based on the
aforesaid, we consider the adjustment to the consolidated net asset value of the Group
attributable to the Sharcholders and therefore the determination of the Adjusted NAV 1o
be fair and reasonable.

In assessing the fairness and reasonableness of the principal terms of the
Subscription Agreement, we have primarily taken into consideration (i) a review on daily
closing price against the initial Conversion Price; and (ii) a comparison with recent issuc/
subscription of convertible notes/fbonds exercises in the market,

{a) Historical share price performance

We have reviewed the daily closing price of the Shares as quoted on the Stock
Fxchange for the one year prior to the date of the Subscription Agreement, up Lo and
including the Latest Practicable Date (the “Review Perlod™). Considering that the
Review Period represents a rcasonable period commonly used 1o reflect the
performance of the closing price of the Shares under the prevailing market condition
and that inclusion of any earlier time period further back prior to the Review Period
may not be indicalive of recent price performance, we are of the view that the
Review Period, which covers one year prior to the date of the Subscription
Agreement, up to and including the Latest Practicable Date 1o be fair and
representative.
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Chart 1 below illustrates the comparison of daily closing price of the Shares and
the initial Conversion Price:

Chart 1: Share price performance against the initial Canversion Price
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During the Review Period, the closing prices of the Shares ranged from the
lowest of HK$0.68 per Share, o the highest of HK$1.83 per Share with an average
closing price of approximately HK$1.13 per Share. The Conversion Price of
HK$1.00 per Conversion Share is within the aforesaid price range of the Shares and
is lower than the averape closing price.

As depicted in Chart 1, the closing Share prices remained relatively stable and
traded below the initizl Conversion Price from the beginning of the Review Period
before surging at around mid of February 2025 and reaching the peak at HK$1.83 on
13 March 2025. After reaching the peak, the closing Share prices starled to decline
sharply and continued such downslope trend to around early April 2025, and closed
at below the initial Conversion Price on 9 April 2025. Other than the profit warnings
announcement and the interim results announcement of the Company for the six
months ended 31 December 2024 published on 21 February 2025 and 27 Febroary
2025, respectively, the Directors are not aware of any matters which might have led
to the significant MNuctuation of Share prices during such period. The closing Share
prices then rehounded and stabilised at above the initial Conversion Price with minor
fluctuations up to and including the Latest Practicable Date, The Share price closed
at HK$1.04 per Share on the Latest Practicable Date. Overall, the Shares had been
traded at above the initial Conversion Price for majority of the trading days during
the Review Period. Nolwithstanding the Conversion Price represents a discount to
the closing price of the Shares for majority of the trading days during the Review
Period, having considered that (i) a discount to recent market price would incentivise
the Subscriber to participate in the Subscription given the considerable fund size; (ii)
the Conversion Price falls within the historical Share price range during the Review
Feriod; and (iii) the Conversion Price represents a premium to the net assel value per
Share and the adjusted nct assct value per share taking into account the value of the
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propertly interests of the Group as at 30 NMovember 2025 as disclosed in the property
valuation reporl sel outl in Appendix Il of this circular, we are of the view that the
Conversion Price is fair and reasonable.

{b) Market comparable analysis

To [urther assess the fairness and reasonableness of the initial Conversion Price,
we have allempled o conduct an analysis of comparable transactions (the
“Comparable Issue(s)”) which (i) were announced by companies listed on the
Stock Exchange during the Review Period, which in our view represents a reasonable
period of time to reflect the prevailing markel conditions for conducting similar
transaction; (i) involved the issue/placing of converlible notes/bonds under specific
mandate, excluding issuance for acquisitions, restructuring and/or loan capitalisation
and the subject companies were nol under prolonged suspension on the date of the
relevanl announcement; (iii) the duration of the converlible notes/bonds 15 al least
one year which are considered comparable o the Notes in lerms of inlerest rale risk
incurred from the maturity of the converlible notes/bonds; and (iv) involved a change
in control upon full conversion of the underlying converlible notes/bonds. However,
only one Comparable Issue was identified (being Troe Pariner Capital Holding
Limited (stock code: B657)) based on the aloresaid selection criteria. In order Lo
review the general markel practice on the key terms of the issue/placing exercise of
converlible nolesfbonds under specilic mandate based on a meaningful sample size
for our analysis purpose, and on the basis thal any longer review period may not be
indicalive of the recent market conditions for conducling similar transaclion, we have
adjusted our selection criteria lo also include Comparable Issues that fall into our
selection eriteria (i), (ii) and (iii) above.
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We have identificd an cxhaustive list of 10 Comparable Issues which have mel
our selection criteria. Although the principal businesses, markel capitalisalion,
profitability and financial positions of the companies underlying the Comparable
[ssues may be different from those of the Company, we consider that the Comparable
Issues which were determined under similar market conditions and sentiment and
hence, provide a general reference on the key terms for this type of transaction in
Hong Kong, are fair and representative. Sel oul below is a summary of the
Comparable Issues.

Fremium/

{diseeunt) of the

conversion price

Premiond  fo (he average
(dizcownt) of the cloging price per
converslon price share for dhe [asl
I the clasimp  live conseculive
price per share frading days
on the last prior Lo o up la
trading day prior and including the
1o or o (he dale date of
of apreemeal! sgreement!
anseancement [n  anmouncement in
relation la the  relsibon fo (he

Company nanse Date of Interest rate per Comparable Comparahle
(Slack code) annountenstal Prlmcipal bustness aclivitles  Maturlly perind anmum [ismes Lsswts
(Approximate]  [Approvimate)
{Year{s)) % (%) %)
True Partner Capital 4 Feboary 2006 Principally engaged in fund 1 3 (1.78) {1647)
Hudding Limited nuapemenl basiness, Lo pd
(255T) derivative irading and
providing coasullancy
SETVICES
China Bictech Services 20 December 15 Frovision of medical 4 10,00 2ed (16.46) {24.49)
Tokdings Limited labesralony lesting 1200
{2037) services and health it
cheek services in Hong
Koag, poovition of
tamor immune cell
therapy aed heabih

munagemenl services in
the PRC, provision of
bodea newlron caploe
therapy services in the
PR, sale asd
distribation of health
reluted and
pharmaceutical producis
in the PRC 2nd Hong
Kong asd peovivion of
insurance brokersge
sevices
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Premiuns!

(lscount) of the

converslon price

Premiund B0 (he average
{discount) of the closing price per
comversion price share for the last
Lo (e closing  five comseculive
price per share Irading days
om (ke lzst prior lo or up o
frading day prior and Inchuding fhe
ta o on the dale date of
of agreepsent! agreeniend!
announcensenl fn  aunpeEncement in
relaflen to the  relallon 1o the

Campany mane [ate of Inleresl rale per Comparable Comparahle

[Stock eode) amnounceratal Prlmcipal business aclivities  Materily perfod anaum Lesiwes Tssnes

{Approximate]  (Approvisaie]

{¥ear(s]) %) % 1%}

Toomlion Heavy 1) Oclober 2005 Reseasch, developmest, § 1.3 kil TR

Tsdustiy Scieace and mamfacluring and sale ik
Technobogy Ca., Lid. of constreciion
(s mackinery and

apricultoral machinery,
as well & the peovision

of finance leasing
SIS
Mindicll Techaology 24 October 2005 (a5 Provision of sysiem b (1790 iy
Limited (8611} supplemented on  istegration and
27 October devclopment services, IT
15 ctsourcing services and
mainlenamce 3ad
convaliancy services
DTHS Silk Koad 17 Oclober 2005 Aection busizess and sale of 18 556 603
lnvesteent Heldings amiligees, anl financing
Company Limited business and an cesiral
(620 bessiness district
batiness, sk of wines

and reluted business and
propedty invesiment and

propety development
business
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Conspamy mame
{$leck code)

Kamie Intéenational
Holdings Lisited
{1050)

Chisa Rosgrhosg
Fiancial Holdings
Company Limited
(3%63)

Limited (1355)

Pengo Hollings Groap

Imteres] rale per

Frincipal business aclivities  Matwrily period annum

{Yemis]) %)

13 October 2025 Provision of mechisical L 1

enginzering sobofions and
eagaging in the design,
dentlogment,
manfactaring and sales
of server enchosures
{penesal & Al), racks
and olber refated
siruciural components,
EV charper enclosures
and olber metal and
plastic companenls,
provision of electronic
muanlacioring services
for storage prodects soch
25 tape drive dala
storage devices and other
compaler periphetal
prodects

1 Seplember 2005 Provision of Beasing services 3 215

im the PRC and value-
wbded serviees incudiag
due diligence, credit
wsessment, investigation
aad debl collction
services in Hoag Kong,
the PRC and Singapore

Infrastracieral pipeline I 3
coatiroction and relsted
engineering SOTHES
mainly for gas, water,
(elecommonicatio ms and
power indusiries
services, constrection
aad enpiaecring services
and wrading of buildisg
m¥eials

-

Prembuny

(fiscount) of the

converslon price

Premium!  fo he average
{disecunt) of the closing price per
convershon price share for the last
fo the closlmg  [ive comsecufive
price per share trading days
oa e last prior fo or up o
trading day prior and ncleding the
to or on [he dale dale of
of apgreemient! agreement!
anotunteniil fn - annsuncznient In
relation lo the  relatien Lo (he
Comparalile Comparahle

Tssues Tssies
{Appreatmaie) {Appreximate]
%) %)

(1.26) (13.57)

0 {017}

{14.5) (1.3




Presalam!

(discoumt) of the

comvershan price

Premivm! o the average
(discount) of (he elosing price per
convershan price share lor (e last
lo the closing  five consceutive
price per share Irading days
on (he last prier Lo or up la
(rading day prisr and inchiding the
to or on e dale date of
of agreement sgreewenl
annoucensent in  annsmnceniend im
relallan la ke relatlon 1o the

Company name Diate of Inferesi rate per Comparabie Comparable

(Atock code) smnoincement Princlpal business aciivitfes  Maturily period FETTT Tsmmes Issues

{Approximare) [Approsisate)

{Fearis)) (%) %) %

Celestial Asia Securities 10 Jene 2003 Sales of formiture and 3 5 1905 19.05

Hobdings Limited howsebold goods amd
{1045 electrical appliances and
provision of assel

iasagemesd services and
other fimancial services

Daido Group Limited 21 Aprl 2025 Cobd siorage 3ad relaled 1 1 19.98) (1250
(544) servioes busingss, brading .
snd sales of food asd

heverage betiness

Maxinum 5 1t kEn nn

Mindmuem I [ (T0.78) (76.47)

Median 3 an k] {13.44)

Average 13 448 (940} {10.58)

{in the basis of Maslmum Bl I

excluding the Minbmzn (19.98) (AR

Qullier e 1 Median (7.8 [11.30)

Average (1:30) (L0

The Company (1003) 17 Novemher 2015 Hotel and casino business 1 1% {1&.6T) {17.38
In the Fhilippines

Sowrce: The official website of the Stock Exchange {hips:fhewniker.com. k)
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Notes:

. CGiven the relatively decp discount of conversion price to the relevant closing price of this
Comparable Tssue (the “Oullier”) as compared to the resl of the Comparable Issues, we
consider the inclusion of this Ouilier may distorl the overall resull of our comparable
analysis. Therelore, this Comparable Issuc hes been excluded for the purpose of our
analysis with respect W the conversion price,

2. The interest raic of this Comparable Issuc is 10% per annum for the first two years and
12% per annum for (he next two years therealler.

3. The premium of this Comparable Issue was not disclosed in the underlying announcement.
Such premium was compuled with reference to the average closing price per share for the
lasi five conseculive trading days prior to the date of announcement in relation 1o this
Comparahle Issue.

4. The maturity date of this Comparable Tssue is initially three years from the initial issuc date
of the convertible bonds, which shall be extended to five years from the initial issue date of
the converlible bonds if the holder thereol sgrees Lo the extension by giving a wrillen
notice prior to the original maturity date.

I.  Conversion Price

As shown in the above table, we noted that the conversion price to the
closing price per share on the last trading day prior to and on the date of
agreement/announcement in relation to the Comparable Issues (excluding the
Outlier) ranged from a discount of approximately 19.98% to a premium of
approximately 35.23%, with the average being a discount of 1.81%. Among the
9 Comparable Issues (excluding the Outlier), 5 of the Comparable lssues
involved conversion price at a discount to the closing price of the shares on the
last trading day prior to or on the date of the subscription/placing agreement/
announcement and 6 of the Comparable Issues involved conversion price al a
discount to the average closing price of the shares for the last five consecutive
trading days prior to or up to and including the date of subscription/placing
agreementfannouncement. The discounts represented by the initial Conversion
Price of HK$1.00 of 16.67% to the closing price per Share on the date of the
Subscription Agreement and 17.36% to the last five consecutive trading days
prior to the date of the Subscription Agreement are both within the respective
range of the premium/discount represented by the Comparable Issues.

fl.  Interest rale

As shown in the above table, the interest rate underlying the Comparable
Issues ranged from 0% to 12% per annum, with the average being 4.49%. The
interest rate of the Motes, being 3% per annum, therefore falls within the range
of the interest rate of the Comparable lssues and is lower Lhan the average
interest rate and equals to the median interest rate of the Comparable Issues,
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. Maturity

As shown in the above lable, the lerm (0 matority underlying the
Comparable Issues ranged [rom | to 5 years, among which, under one of the
Comparable Issues, the maturity date of which shall be extended 1o five years if
the holder thercol agrees o such extension by giving a wrillen notice prior to
the original maturily date,

Despite the discount of the initial Conversion Price o the benchmarked
price is higher than the average and median and close lo the low end of the
Comparable Issues, having considered that (i) the initial Conversion Price is
within the range of the closing Sharc prices during the Review period; (ii) a
discount to the closing price may be required to attract the Subscriber lo
subscribe for the Motes given the large fund size; (iii) it is not uncommon for
listed issuers to sel the initial conversion price al a discouul lo the prevailing
sharc price at the time of entering inlo the relevant subscription/placing
agreement, as 5 oul of 9 Comparable Issucs (excluding the Outlier) involved
selling a conversion price at a discount to the closing price of the shares on the
last trading day prior to or on the date of the subscription/placing agreement/
announcement, and 6 out of 9 Comparable Issues (excluding the Outlier)
involved sciling a conversion price al a discounl to the average closing price of
the shares for the last five conseculive trading days prior to or up to and
including the date of the subscription/placing agreement/announcement; (iv) the
principal terms of the Motes (including the term to maturily, interest rate per
annum, the discount of the Conversion Price to the closing price per Share on
the date of the Subscription Agreemenl and the discount of the Conversion
Price to the average closing price per Share for the five trading days preceding
the date of the Subscription Agreement) are within the respective relevant
ranges represented by (he Comparable Tssues; (v) the Subscription would
provide immediale liquidity to the Group to repay oulstanding indebledness
with respeet o the Promissory Notes and Secured Bank Borrowing which carry
higher interest rates thercby achieving future interest savings and [und the
Investment Commitment under the Project for at least the next two years; and
{vi) the Subscription would establish a strategic alliance between the Group and
the Subscriber Group for future business cooperation, if any, we are of the view
that the principal terms of the Subscription Agreement, including the initial
Conversion Price, interest rate and duration of the Noles are on normal
commercial terms and are fair and reasonable so far as the Independent
Shareholders are concerned, and the Subscription, while not entered into in the
ordinary course of business of the Company, is in the interest of the Company
and the Shareholders as a whole and as far as the Independent Sharcholders are
concerned.
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5. POTENTIAL DILUTION EFFECT TO THE EXISTING SHAREHOLDERS

As shown in the section headed “Effects on the shareholding structure” in the Letler
from the Board, it is noted that immediately upon full conversion of the Notes (assuming
that there will be no change in the issucd shace capital of the Company from the Latest
Practicable Dale up to the full conversion of the Notes), the sharcholding interests of the
public Sharcholders would be diluted from approximately 71.38% to approximately
32.91%.

Motwithstanding the polential maximum dilution of the shareholding interest of the
Independent Shareholders as a result of the full conversion of the Notes, taking inlo
account (i) the reasons and benefits for the Subscription as described in the above section
headed “3. Reasons for and benefits of the Subscription and use of proceeds”, in
particular, the proceeds from the Subscription would provide immediate capital for the
Group to repay certain indebtedness which carried higher intercst rales thus achieving
interest savings and to finance the Investment Commitment of the Group towards the
development and operation of the Casino and the Hotel for at least the next lwo years;
and (ii) the terms of the Subscription being fair and reasonable, we are of the view that
the dilution to the sharcholding interests of the Independent Shareholders as a result of
the full conversion of the Motes is justifiable.

6. POSSIBLE FINAMCIAL EFFECTS OF TIIE SUBSCRIPTION
Earnings per Share

With reference to the 2024/25 Annual Reporl, the loss per Share for the year
cnded 30 June 2025 amounted to approximately HK$0.2, as calenlated based on the
loss for the year atiributable to the owners of the Company of approximately
HK$282.1 million and the 1,369,157,235 Shares in issue as at the Latest Practicable
Date, The Company intends to ulilise part of the net proceeds from the Subscription
for the PN Repayment and the interest accrued thereon and the repayment of the
Secured Bank Borrowing in an aggregate amount of approximately HIK$881.61
million. Accordingly, given that the annual interest rates of each of the Promissory
Motes and the Sccured Bank Borrowing are higher than the annual interest rate of the
Motes, the Company would save inlercst expenses as a result of such early
repayment, therefore reducing the Group’s finance costs. However, the actual elfect
on the earnings per Share would depend on the dilution effect arising from the
enlarged issued share capital upon conversion of the Notes (if any).

Liquidity

According to the 2024/25 Annual Report, the cash and bank balance of the
Group was approximately HK$562.52 million as at 30 June 2025. Immediately
following issue of the MNotes, the cash balance of the Group will increase by the net
proceeds from the Subscription of approximately HK$1.598 billion. As such, the
liquidity of the Group will be improved as a result of the Subscription.
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Based on (he above, we consider that the Subscription would have an overall
positive financial effect on the Group.

Shareholders should nole that the above potential analyses are for illustrative
purpose only and do not purporl to represent the financial position of the Group as a
resull of the Subscription.

7. WHITEWASH WAIVER

As disclosed in the Letter from the Board, the Subscriber does not hold any Shares.
Assuming there will be no change in the issued share capital of the Company between the
Latest Practicable Date and the full conversion of the Notes, upon full conversion of the
Motes at the initial Conversion Price, a total of 1,600,000,000 Conversion Shares will be
issued and allotted to the Subscriber, representing approximately 53.89% of the issued
share capital of the Company as enlarged by the issue and allotment of the Conversion
Shares. The Subscriber will therefore acquire more than 30% of the voting rights of the
Compuany upon full conversion of the Notes,

As such, the Subscriber, upon full conversion of the Notes, will be obliged o make a
mandatory general offer for all the issucd Shares not already owned or agreed to be
acquired by it and the partics acting in concerl with it pursuant to Rule 26.1 of the
Takeovers Code, unless the Whitewash Waiver is granted and approved.

An application has been made by the Subscriber to the Executive for the Whitewash
Waiver pursuant to Note | on dispensations from Rule 26 of the Tukeovers Code in
respect of the issue and allotment of the Conversion Shares. The Whitewash Waiver, if
granted by the Executive, will be conditional upon (i) approval by at least 75% of the
votes cast by the Independent Shareholders at the EGM by way of poll in respect of the
Whitewash Waiver; and (ii) approval by more than 50% of the votes cast by lhe
Independent Sharcholders at the EGM by way of poll in respect of the Subscription and
the transactions contemplated thereunder,

RESERVATION OF RIGHT TO WAIVE THE WHITEWASH WAIVER

The Execulive may or may not grant the Whitewash Waiver. In the event that (i) the
Whitewash Waiver is not granted by the Executive; or (ii) if the Whitewash Waiver is
granted by the Executive but the relevant resolution relating to the Whitewash Waiver is
not passed by the Independent Sharcholders at the EGM, the Subscriber may, al its
discretion, waive the conditions precedent in relation to the Whitewash Waiver and
proceed with the Subscription. In such circumstances, a general offer obligation will be
triggered if the Subscriber exercises ils Conversion Rights under the Notes to the extent
that it will acquire 30% or more of the voling rights of the Company. On the other hand,
if the Subscriber does nol waive the condition precedent in such circumstances, the
Subscription will not proceed. If the Whitewash Waiver is not granted or approved, the
Subscriber will disclose in the results announcement of the EGM whether or not it will
proceed with the Subscription and make a general offer in the event that il exercises its
Conversion Rights under the Notes which will result in it acquiring 30% or more of the
voling rights of the Company.
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As mentioned above, the grant of the Whitewash Waiver by the Executive and the
approval of the Whitewash Waiver by the Independent Shareholders are conditions
precedent to the Subscription Agreement, and the Subscriber has reserved the right on
waiving such conditions. We were given to understand that as at the Latest Practicable
Diate, the Subscriber has not yel delermined whether or not to waive the conditions in
relation to the granting of the Whitewash Waiver by the Executive and the approval of the
Whitewash Waiver by the Tndependent Shareholders and proceed with the Subseription.
Accordingly, if the Whitewash Waiver is not granted by the Execulive or approved by the
Independent Shareholders at the EGM and that the Subscriber decides not to waive the
condition precedent in relation to the Whitewash Waiver, the Subscription will not
proceed. As such, the Company will not be able lo attain the benefits o be brought by the
Subseription.

Tn view of the Subscription is in the interests of the Company and the Sharcholders
as a whole and that the approval of the Whitewash Waiver is a condilion of the
Subscription, we are of the view that the Whitewash Waiver is fair and reasonable as far
as the Independent Shareholders are concerned.

8. SIECIAL DEAL

As al the date of the Subscription Agreement and the Latest Practicable Date, the PN
Holder is a Shareholder holding 41,160,000 Shares, representing approximately 3.01% of
the issued share capital of the Company. As part of the nel proceeds to be reccived from
the Subscription will be used for the PN Repayment in the event that the Subscription is
completed, and given the PN Repayment is not extended to all other Shareholders, il
constitutes a special deal under Note 5 to Rule 25 of the Takeovers Code and therefore
requires (i) consent by the Executive; (ii) the Independent Financial Adviser to publicly
state in its opinion that the terms of the Subscription Agreement and the PN Repayment
are fair and reasonable; and (iii) approval by more than 50% of the votes cast by the
Independent Shareholders at the EGM by way of poll in respect of the Special Deal. An
application has been made by the Company to the Executive for the consent to the Special
Deal under Rule 25 of the Takeovers Code. In the event that the Special Deal is not
approved by the Independent Shareholders, the Company may waive he conditions
precedent of the Subscription Agreement in relation to the Special Deal and the net
proceeds of the Subscription intended to be applicd towards the PN Repayment will be re-
allocated to fund the Investment Commitment,

Taking into account that (i) the Promissory Notes bear a higher inlerest rale of 6%
per annum as compared to the Notes of 3% per annum and therefore the PM Repayment
would allow the Group to immediately save [ulure interest expenses associated with the
Promissory Motes; (ii) the PN Repayment using the proceeds of the Subscription would
lower the finance costs of the Group and potentially improve the earnings of the Group;
(iii) the PN Holder as well as persons who are involved in or interested in the
Subscription, the Whitewash Waiver and/for the Special Deal will abstain from voting on
the resolution to be proposed at the EGM to approve the Special Deal; and (iv) all
Independent Sharcholders are entitled to vote for or against the resolution in respect of
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the Special Deal at the EGM, we are of the opinion that the Special Deal is an arm’s
length transaction on normal commercial terms and is fair and reasonable so far as the
Independent Shareholders are concerned.

Having considered the above principal factors and reasons sel out above, in particular:

|
|
‘ RECOMMENDATIONS

i (1)

(ii)

(iii)

(iv)

(v)

| (vi)

given the lower interest rate of the Noles, the PN Repayment and the repayment of
the Secured Bank Borrowing would enable the Group to achieve interest savings and
in turn potentially enhance its earnings;

the proceeds from the Subscription would facilitate the Group to fulfil the
Investment Commitment for development of the Hotel and Casino under the
Provisional License, as well as providing funds for potential investment related 1o
the hotel and gaming sector in the Philippines and/or overseas, enabling the Group to
seize any suilable business opportunitics which may arise from time lo time;

the Subseription is the most appropriate fund raising means to the Group under
currenl circumstances given that the Group lacks significant tangible assets to secure
substantial bank borrowings and the Subscription is considered more time and cost
efficient;

the discount rates represented by the initial Conversion Price ol approximately
16.67% 1o the closing price per Share on the date of the Subscription Agreement and
approximately 17.36% to the last five consceulive trading days prior Lo the date of
the Subscription Agreement are both within the respective range of the premivm/
discount as demonstrated by the Comparable lssues;

the Subscriber has reserved its tight to waive the conditions in relation to the
granting of the Whitewash Waiver by the Executive and the approval of the
Whitewash Waiver by the Independent Shareholders, such that if the Whitewash
Waiver is not granted by the Executive or approved by the Independent
Shareholders, the Subscriber may waive the condition precedent in relation to the
Whitewash Waiver and procecd with the Subscription and make a general offer in
the event that it exercises its Conversion Rights under the Notes (o the extent that it
will acquire 30% or more of the voling rights of the Company. However, if the
Subscriber at its discretion decides not to waive the condition precedent in relation
to the Whitewash Waiver, the Subscription will not proceed and the Company will
not be able Lo attain the benefits to be brought by the Subscription; and

the Special Deal, being the early repayment to the PN Holder would allow the Group

o immediately save future interest expenses associated with the Promissory Notes,
while there is no penalty on the Group for the PN Repayment,
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we are of the opinion that, while the Subscription, the Whitewash Waiver and the Special Deal
arc not in the ordinary and usual course of business of the Company, (i) the terms of the
Subscription Agreement are on normal commercial terms, and he lerms of the Subscription,
the Whitewash Waiver and the Special Deal are fair and reasonable so far as the Independent
Shareholders are concerned; and (ii) the Subscription, the Whitewash Waiver and the Special
Deal are in the interests of the Company and the Shareholders as a whole and as far as the
Independent Shareholders are concerned. Accordingly, we advise the Independent Board
Commiltee to recommend, and we ourselves recommend, the Independent Sharcholders to vote
in favour of the relevant resolution(s) to be proposed at the EGM to approve the Subscription
Agreement and the transactions contemplated thereunder, the Whitewash Waiver and the
Special Deal.

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

s

Kristie o
Managing Director

Ms. Kristie Ho is a licensed person registered with the Securities and Futures
Commission and a responsible afficer of Lego Corporate Finance Limited to carry out Type 6
{advising on corporaie finance) regulated activity under the SFO. She has over 20 years of
experience in the securities and investment banking industries,
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