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In this circular, the following terms or expressions shall have the meanings set out below





“Target Company A” Yutai Hydraulic Technology (Shanghai) Co., Ltd. (裕
泰液壓技術（上海）有限公司), a company established in
the PRC with limited liability

“Target Company B” Wuhu Inno Hydraulic Technology Co., Ltd. (蕪湖贏諾
液壓科技有限公司), a company established in the PRC
with limited liability

“Target Group” collectively, Target Company A, Target Company B and
the subsidiary of Target Company A

“Vendor A” one of the vendors of Agreement A, namely Shanghai
Zhongdao Hydraulic Control Technology Co., Ltd.
(上海中島液壓控制技術有限公司



IPE GROUP LIMITED
國際精密集團有限公司

(Incorporated in the Cayman Islands with limited liability)



Company A from Vendor A, Vendor B and Vendor C for an aggregate consideration of

RMB201,376,500. Pursuant to Agreement B, the Purchaser agreed to purchase 22.5% of the

equity interest of Target Company B from Vendor D for an aggregate consideration of

RMB10,000,000.

The purpose of this circular is to provide Shareholders with, inter alia, further

details of the SPAs.

B. AGREEMENT A

On 17 November 2023, the Purchaser (an indirect non-wholly-owned subsidiary of

the Company) as purchaser entered into Agreement A with Vendor A, Vendor B and

Vendor C. The principal terms of Agreement A are set out below.

Principal terms of Agreement A

Vendors and

purchaser

Vendor A: Shanghai Zhongdao Hydraulic Control

Technology Co., Ltd. (上海中島液壓控制技術有
限公司)

Vendor B: Lai Wai Hung (黎偉雄)

Vendor C: Shanghai Fusa Enterprise Management

Consultancy Partnership (Limited Partnership)

(上海福颯企業管理諮詢合夥企業（有限合夥）)

Purchaser: Guangzhou Huitong Precision Hydraulic

Company Limited (









Conditions

precedent

The payment of the consideration and the completion of the

transaction under Agreement A are conditional upon the



(vii) if the completion of the equity transfer requires the

consent or approval of any third party (including but not



Completion of Agreement A shall be conditional on the

completion of Agreement B.

For the avoidance of doubt, the entering of the purchase order

with the Designated Customer or the net profits of Target



C. AGREEMENT B

On 17 November 2023, the Purchaser (an indirect non-wholly-owned subsidiary of

the Company) as purchaser entered into Agreement B with Vendor D. The principal terms

of Agreement B are set out below.

Principal terms of Agreement B

Vendor and purchaser Vendor D: Cui Jin Song (





Completion Within 3 Business Days after the Purchaser completes



(iv) the investment body of the Purchaser has

approved the transaction as well as the

transaction document(s) and the approval



If all conditions precedent have not been satisfied (or

as the case may be, waived in writing, other than

condition precedent as set out under items (i), (iii)

and (vii) above which may not be waived) on or

before 31 December 2023, or such later date as the

vendors and the Purchaser may agree in writing,





(b) there are favourable government policies towards the development and

growth of the hydraulic business which Target Company A operates. As

a key industry in the development of the national economy, the

hydraulic industry has been receiving ongoing policy support from the

country. In particular, the PRC government has promulgated the

“Guideline on Standardization of the Manufacturing Equipment and

Upgrade of Quality” (裝備製造業標準化和質量提升規劃) in 2016, the

“Catalogue on Strategic Emerging Industries” (戰略性新興產業分類) in

2018 and the “Mach(� Ú 
 Û �� �8“�d�, � �”� ï � � �d� �



(d) further, as discussed above, the payment of the third tranche of

consideration for Acquisition A shall be subject to Target Company A

having entered into purchase orders of not less than RMB50,000,000 or

the audited profit of Target Company A for the year ending 31 December

2024 (after deducting non-recurring profits and losses) being not less

than RMB25,000,000. Such arrangement not only safeguards the

interests of the Group, but also provides assurances on the business and

financial performance of Target Company A in the future.

Based on the information currently available to the Company, it is expected

that there may be a decrease in the appraised value of Target Company B by

approximately 9% as at 31 October 2023 when compared with that as at 31 July 2023.

Such decrease was mainly due to the fluctuation of the financial performance of

Target Company B, which in turn led to the expected decrease in the net asset value

and valuation of Target Company B as at 31 October 2023 as compared with 31 July

2023.





(b) the Target Group possesses strong innovation and development

capabilities and has been continuously engaged in the research and

development of new products throughout the years. In particular,

Target Company A has registered over 70 patents relating to hydraulic

products and design as at the Latest Practicable Date. The Acquisitions



The Group will fund the consideration for the Acquisitions by internal

resources and bank borrowings. The Group intends to fund a portion of the





Notes:

1. Such company mainly holds the production plants for the manufacturing of hydraulic products of

the Target Group.

2. Target Company B mainly focuses on providing the parts and components to Target Company A

for further assembling and manufacturing of its hydraulic products.

3. Pursuant to the capital increase agreement entered into among Wuhu Ke Chuang, Wuhu Xin Hu,

Target Company A and Target Company B on 8 December 2022, Wuhu Ke Chuang and Wuhu Xin







Earnings

For the year ended 31 December 2022, the consolidated net profit of the Group

was approximately HK$27,741,000. Upon the Completion, the results of the Target

Group would be consolidated with the Company. As set out in the accountants’

report of the Target Group for the seven months ended 31 July 2023 in Appendix II to

this circular, the Target Group recorded a net profit after tax of approximately

HK$4,227,000. The Directors are of the opinion that the Acquisitions will have a

positive impact on the Enlarged Group’s long-term financial performance.

Gearing and liquidity

As set out in this Letter from the Board, the consideration for the Acquisitions



G. LISTING RULES IMPLICATIONS

As one of the applicable percentage ratios in respect of the Acquisitions, when

aggregated with the acquisition of 10% of the equity interests of Target Company B in

November2023,exceeds25%butallofthemarelessthan100%,the Acquisitions





All the bank loans were interest bearing and were secured by a deposit, a

leasehold land and guaranteed by the Company and certain of its subsidiaries and a

personal guarantee given by a director of a subsidiary.

The other loan was unsecured and interest bearing.

Interest payables on bank and other loans

As at the close of business on 31 October 2023, the Enlarged Group had

interest payables on the bank and other loans of approximately HK$1,216,000.

Lease liabilities

The Group measures the lease liabilities at the present value of the remaining



3. WORKING CAPITAL

The Directors, after due and careful enquiry, are of the opinion that, after taking into

account the financial resources presently available to the Enlarged Group, including the

internally generated funds, cash flows from operation and currently available facilities,





The following is the text of a report set out on pages II-1 to II-72, received from the

Company’s reporting accountants, Mazars CPA Limited, Certified Public Accountants, Hong

Kong, for the purpose of incorporation in this investment circular.

中審眾環（香港）會計師事務所有限公司





Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the

accountants’ report, a true and fair view of the Target Company’s and the Target Group’s

financial position as at 31 December 2020, 2021 and 2022 and 31 July 2023 and of the Target

Group’s financial performance and cash flows for the Relevant Periods in accordance with

the basis of preparation and presentation set out in note 2 to the Historical Financial

Information.

Review of stub period comparative financial information

We have reviewed the stub period comparative financial information of the Target

Group which comprises the consolidated statement of profit or loss, the consolidated





A. HISTORICAL FINANCIAL INFORMATION





CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

At 31 December At 31 July

2020 2021 2022 2023



CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (CONTINUED)









Attributable to owners of the Target Company

Share

capital

Statutory

surplus

reserve

Exchange



CONSOLIDATED CASH FLOWS STATEMENTS



Year ended 31 December
Seven months ended

31 July

2020 2021 2022 2022 2023
Notes HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)

INVESTING ACTIVITIES
Interest received 3 4 6 2 30
Purchase of property,

plant and equipment (36,140) (26,969) (7,989) (6,332) (2,004)
Purchase of intangible assets (61) (289) − − −
Proceeds from disposal of

property, plant and
equipment 84 132 6 − −

Purchase of financial assets
measured at FVPL (73,392) (245,633) (72,902) (54,862) (17,926)

Proceeds from sale of
financial assets measured
at FVPL 49,021 241,281 115,316 106,599 37,812





NOTES TO THE HISTORICAL FINANCIAL INFORMATION



The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to

accounting estimates are recognised in the period in which the estimate is revised if the revision

affects only that period, or in the period of the revision and future periods if the revision affects

both current and future periods.

Judgements made by management in the application of HKFRSs that have significant effect on the

Historical Financial Information and major sources of estimation uncertainty are discussed in

note 2 to the Historical Financial Information.

(c) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Target Group. The Target Group controls an entity

when it is exposed, or has rights, to variable returns from its involvement with the entity and has



When the Target Group loses control of a subsidiary, the profit or loss on disposal is calculated as

the difference between (i) the aggregate of the fair value of the consideration received and the fair

value of any retained interest determined at the date when control is lost and (ii) the carrying

amount of the assets (including goodwill), and liabilities of the subsidiary and any

non-controlling interests at the date when control is lost. The amounts previously recognised in





Where the lease is capitalised, the lease liability is initially recognised at the present value of the

lease payments payable over the lease term, discounted using the interest rate implicit in the lease

or, if that rate cannot be readily determined, using a relevant incremental borrowing rate. After



Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as



Significant increases in credit risk



Basis of calculation of interest income

Interest income recognised in accordance with note 1(p)(ii) to the Historical Financial



(ii) Impairment of other non-financial assets





(j) Other investment

Investments in unlisted equity securities and unlisted wealth management products, other than

investments in subsidiaries, are recognised/derecognised on the date the Target Group commits

to purchase/sell the investment. The investments are initially stated at fair value plus directly

attributable transaction costs, except for those investments measured at FVPL for which



(ii) Defined contribution plans

Pursuant to the relevant laws and regulations of the PRC, the Target Group participates in

a defined contribution basic pension insurance in the social insurance system established

and managed by government organisations. The Target Group makes contributions to

basic pension insurance plans based on the applicable benchmarks and rates stipulated by





At contract inception, the Target Group assesses the goods promised in a contract with a customer
and identifies as a performance obligation each promise to transfer to the customer either:



For sales through consignees, once the products are withdrawn from consignees’

warehouse, the control of the goods is considered to have been transferred in accordance



(s) Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an









5. PROFIT BEFORE TAXATION

Year ended 31 December
Seven months ended

31 July

2020 2021 2022 2022 2023
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000





6. INCOME TAX IN THE CONSOLIDATED STATEMENT OF PROFIT OR LOSS







7. DIRECTORS’ EMOLUMENT





The aggregate amounts of emoluments of the highest paid non-director individuals of the Target Group

are as follows:

Year ended 31 December
Seven months ended

31 July

2020 2021 2022 2022 2023
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)

Salaries, wages and other benefits 1,813 2,236 2,302 1,438 1,332



10. PROPERTY, PLANT AND EQUIPMENT

(a) Reconciliation of carrying amount







11. INTANGIBLE ASSETS

Computer

software Patent Total

HK$’000 HK$’000 HK$’000

Cost:

At 1 January 2020 251 16,760 17,011

Additions 61 − 61

Exchange adjustment 19 1,096 1,115

At 31 December 2020 and 1 January 2021 331 17,856 18,187

Additions 289 − 289

Exchange adjustment 14 493 507

At 31 December 2021 and 1 January 2022 634 18,349 18,983







13. FINANCIAL ASSETS MEASURED AT FVPLHK$’000 HK$’000 HK$’000 HK$’000Unlisted equity securities

– outside Hong Kong 10 10 10 10

Unlisted wealth management product



The analysis of the amount of inventories recognised as an expense and included in profit or loss is as

follows:

Year ended 31 December

Seven months ended

31 July

2020 2021 2022 2022 2023

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)

Carrying amount of inventories sold 98,341 87,475 76,083 46,372 39,649

Write-down of inventories – – 563 580 537

Cost of inventories 98,341 87,475 76,646 46,952 40,186





16. AMOUNTS DUE FROM ULTIMATE HOLDING COMPANY/A RELATED PARTY

The amounts due are unsecured, interest-free and have no fixed repayment terms.

Name of related company
Name of connected-entity
connection





Dividend

payable

Bank

loans

Lease

liabilities Total

HK$’000 HK$’000 HK$’000 HK$’000

At 31 December 2020 and 1 January





The ageing analysis of trade payables and bills payable based on the invoice date, is as follows:



The maturity of the bank loans and analysis of the amount due based on scheduled payment dates set out

in the loan agreements are as follows:

At 31 December At 31 July

2020 2021 2022 2023

HK$’000 HK$’000 HK$’000 HK$’000

Within one year 13,451 15,499 5,470 10,548

In the second year 357 3,467 6,486 436

In the third to fifth years, inclusive 2,445 6,594 4,480 4,143

16,253 25,560 16,436 15,127

Portion classified as current liabilities 13,451 15,499 5,470 10,548

2,802 10,061 10,966 4,579

Note:



21. CAPITAL, RESERVE AND DIVIDENDS

(a) Components of the Target Company’s capital and reserve

The reconciliation between the opening and closing balances of each component of the Target



Share

capital

Statutory

surplus

reserve

Other

reserve

Exchange

reserve

Retained

profits Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 31 December 2021

and 1 January 2022 28,018 13,143 7,281 16,512 180,432 245,386

Profit for the year – – – – 14,188 14,188

Other comprehensive
loss – – – (19,083) – (19,083)



(b) Dividends

Year ended 31 December

Seven months ended

31 July

2020 2021 2022 2022 2023

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)

2021 Final dividend – 54,466 – – –

2022 Final dividend – – 22,400 – –

– 54,466 22,400 – –

(c) Issued share capital

At 31 December At 31 July

2020 2021 2022 2023



(iii) Other reserve

It represented a statutory public welfare fund is made at the staff welfare at 2% to 3% of
the net profit of the Target Company which is registered in the Mainland China in prior
years. The statutory public welfare fund can be used for employee’s welfare facilities. The
Target Directors did not resolve to make any transfer of retained profits to the statutory
public welfare fund during the Relevant Periods.

22. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity and interest rate risks arises in the normal course of the Target Group’s
business. The Target Group’s exposure to these risks and the financial risk management policies and
practices used by the Target Group to manage these risks are described below.

(a) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in a financial loss to the Target Group. The Target Group’s credit risk is primarily



At 31 December 2021

Expected

loss rate

Gross

carrying





No movement in the loss allowance account in respect of other receivables during the Relevant

Periods.

Bank balances

Substantially all of the Target Group’s banks balances were deposited in licensed financial

institutions in the PRC, which management considers they are without significant credit risks.

(b) Liquidity risk

The Target Group’s policy is to regularly monitor its liquidity requirements and its compliance

with lending covenants, to ensure that it maintains sufficient reserves of cash and readily

realisable marketable securities and adequate committed lines of funding from major financial

institutions to meet its liquidity requirements in the short and longer term.

The following tables show the remaining contractual maturities at the end of each reporting

period of the Relevant Periods of the Target Group’s financial liabilities, which are based on

contractual undiscounted cash flows (including interest payments computed using contractual

rates or, if floating, based on rates current at the end of each reporting period of the Relevant

Periods) and the earliest date the Target Group can be required to pay:

As at 31 December 2020

Contractual undiscounted cash outflow

Within

1 year

or on

demand 1 – 2 years 2yearsaccods.





(ii) Sensitivity analysis

During the Relevant Periods, it is estimated that a general increase/decrease of 100 basis

points in interest rates, with all other variables held constant, would have

decreased/increased the Target Group’s profit after tax and retained profits by the

following:

2020 2021 2022

Seven

months

ended

31 July

2023

HK$’000 HK$’000 HK$’000 HK$’000

Increase of 100 basis point 122 192 123 66

Decrease of 100 basis point (122) (192) (123) (66)

The sensitivity analysis above indicates the instantaneous change in the Target Group’s

profit after tax (and retained profits) and other components of consolidated equity that



(e) Fair value measurement

Financial instruments and liabilities measured at fair value

Fair value hierarchy

The following table presents the fair value of the Target Group’s financial instruments measured



Fair value measurements as at

31 December 2021 categorised into

Fair value at

31 December

2021 Level 1 Level 2 Level 3

HK$•000 HK$•000 HK$•000 HK$•000

Recurring fair value measurements

Unlisted equity securities

… outside Hong Kong 10 … 10 …

Unlisted wealth management product

… outside Hong Kong 85,587 … 85,587 …

Total 85,597 … 85,597 …

Fair value measurements as at

31 December 2022 categorised into

Fair value at

31 December

2022 Level 1 Level 2 Level 3

HK$•000 HK$•000 HK$•000 HK$•000

Recurring fair value measurements

Unlisted equity securities

… outside Hong Kong 10 … 10 …

Unlisted wealth management product

… outside Hong Kong 38,749 … 38,749 …

Total 38,759 … 38,759 …

Fair value measurements as at

31 July 2023 categorised into

Fair value at

31 July 2023 Level 1 Level 2 Level 3

HK$•000 HK$•000 HK$•000 HK$•000

Recurring fair value measurements

Unlisted equity securities

… outside Hong Kong 10 … 10 …

Unlisted wealth management product

… outside Hong Kong 18,799 … 18,799 …

Total 18,809 … 18,809 …



During the Relevant Periods, there were no transfers between Level 1 and Level 2, or transfers

into or out of Level 3.

Description of the valuation techniques and inputs used in Level 2 fair value measurement

Unlisted equity securities

The fair value of the unlisted equity securities is evaluated by the Target Directors with reference

to latest financial statements of the investee.

Unlisted wealth management product



25. STATEMENT OF FINANCIAL POSITION OF THE TARGET COMPANY

At 31 December At 31 July

2020 2021 2022 2023

Note HK$’000 HK$’000 HK$’000 HK$’000



At31DecemberAt31July

2020202120222023

NotesHK$•000HK$•000HK$•000HK$•000







Administrative expensesFor the years ended 31 December 2020, 2021 and 2022 and the seven months ended31 July 2022 and 2023, the Target Group had incurred administrative expenses ofapproximately HK$17,058,000, HK$18,684,000, HK$20,009,000, HK$12,322,000 andHK$11,977,000, respectively. The year-on-year increase of administrative expenses wasattributable to the hiring of additional management and personnel for the administrativedepartment and the leasing of new office premises for the continuous development of theTarget Group.Other incomeFor the years ended 31 December 2020, 2021 and 2022 and the seven months ended



Working capital and financial resources

As at 31 December 2020, 2021 and 2022 and 31 July 2023, the net asset value of the

Target Group were approximately HK$251,602,000, HK$241,982,000, HK$211,403,000 and

HK$221,212,000, respectively. As at 31 December 2020, 2021 and 2022 and 31 July 2023, the



Foreign exchange and other exposures

During the reporting period, as the majority of business transactions, assets and

liabilities of the Target Group are denominated in RMB, it has no significant exposure to

foreign currency risk. Accordingly, during the reporting period, the Target Group did not





B. UNAUDITED PRO FORMA CONSOLIDATED STATEJ(UNAUDI,49(A)9I,4ASSETSA)9I,4AND



T h e G r o u p

a s a t 3 0 J u n e

2 0 2 3 T h e T a r g e t G r o u p

a s a t 3 1 J u l y

2 0 2 3 T o t a l P r o f o r m a a d j u s t m e n t

E n l a r g e d

G r o u p

a t 3 1 J u l y

2 0 2 3 H K $ • 0 0 0 H K $ • 0 0 0 H K $ • 0 0 0 H K $ • 0 0 0 H K $ • 0 0 0 H K $ • 0 0 0

( u n a u d i t e d ) ( a u d i t e d )

( u n a u d i t e d

p r o f o r m a ) N o t e 1 N o t e 2 N o t e 3 N o t e 4 C u r r e n t l i a b i l i t i e s



Notes to the Unaudited Pro Forma Financial Information:

(1) The balances were extracted from the unaudited condensed consolidated statement of financial

position of the Group as at 30 June 2023 as set out in the published interim report of the Company

for the six months ended 30 June 2023.

(2) The balances were extracted from the audited consolidated statements of financial position of the

Target Group as at 31 July 2023 as set out in Appendix II to the Circular.





中審眾環（香港）會計師事務所有限公司
42nd Floor, Central Plaza,
18 Harbour Road, Wanchai, Hong Kong

香港灣仔港灣道18號中環廣場42樓
Tel電話: (852) 2909 5555
Fax傳真: (852) 2810 0032
Email電郵: info@mazars.hk
Website



Directors’ responsibility for the Unaudited Pro Forma Financial Information



For purposes of this engagement, we are not responsible for updating or reissuing

any reports or opinions on any historical financial information used in compiling the

Unaudited Pro Forma Financial Information, nor have we, in the course of this



Opinion

In our opinion:

(a) the Unaudited Pro Forma Financial Information has been properly compiled

on the basis stated;

(b) such basis is consistent with the accounting policies of the Group; and

(c) the adjustments are appropriate for the purposes of the Unaudited Pro Forma





3. DATE OF VALUATION



6. INDUSTRY OVERVIEW

The PRC Economy

The national economy of the PRC maintained stable growth in 2022. As
illustrated in Figure 1 below, the gross domestic product (GDP) of the year was
RMB121,020.7 billion, up by 3.0% over the previous year. Of this total, the value





As illustrated in Figure 4 below, the number of newly increased employed

people in urban areas was 12.06 million in 2022, 0.63 million less than that of the





7. SOURCE OF INFORMATION

For the purpose of our valuation, we have been furnished with the financial and

operational information in respect of the Target Group provided by the senior



9. VALUATION ASSUMPTIONS



Company-specific Assumptions

‧



‧ The senior management of the Target Group has adopted reasonable and

appropriate contingency measures against any human disruption such as



Market Approach

The market approach provides an indication of value by comparing the

subject asset to similar assets that have been sold in the market, with appropriate

adjustments for the differences between the subject asset and the assets that are

considered to be comparable to the subject asset.

Under the market approach, the guideline publicly-traded comparable

method computes a price multiple for publicly listed companies that are considered

to be comparable to the subject asset and then applies the result to a base of the

subject asset. The guideline transactions method computes a price multiple using

recent sales and purchase transactions of assets that are considered to be



Selected Valuation Approach

The selection of a valuation approach is based on, among other criteria, the

quantity and quality of the information provided, access to available data, supply of

relevant market transactions, type and nature of the subject asset, purpose and

objective of the valuation and professional judgment and technical expertise.

The income approach heavily relies on subjective assumptions to which the

valuation is highly sensitive and detailed operational information and long-term

financial projections are also needed to arrive at an indication of value. Hence, it is

not appropriate for the valuation of Yutai Hydraulic and Wuhu Inno.

Cost Approach is not appropriate in appraisal of Yutai Hydraulic as it

assumed the assets and liabilities of Yutai Hydraulic are separable and can be sold

separately. The net asset value of Yutai Hydraulic may not fairly represent the







Company Description : Yantai Eddie Precision Machinery Co., Ltd. is mainly
engaged in the research of hydraulic technology and
the development, production and sales of hydraulic
products in the PRC. Its main products include
hydraulic demolition attachments, hydraulic parts
and other hydraulic products.

Revenue contribution



Price Multiple

In the course of our valuation, we have considered various price multiples

including the price-to-earnings (P/E) multiple, price-to-sales (P/S) multiple,

enterprise value (EV)-to-earnings before interest, taxes, depreciation and

amortization (EBITDA) (EV/EBITDA) multiple and the price-to-book (P/B)

multiple.

P/B multiple is not appropriate for the valuation of Yutai Hydraulic as the

book value only captures the company’s tangible assets but does not capture any



Discount for Lack of Marketability (DLOM)

The discount for lack of marketability is a downward adjustment to the value

of an investment to reflect its reduced level of marketability. The concept of

marketability deals with the liquidity of an ownership interest, that is, how quickly

and easily it can be converted into cash if the owner chooses to sell.

The DLOM reflects the fact that there is no ready market for shares in a closely

held company. Ownership interests in closely held companies are typically not

readily marketable compared to similar interests in publicly listed companies.

Therefore, a share of stock in a privately held company is usually worth less than an

otherwise comparable share in a publicly listed company.

As Yutai Hydraulic is unlikely to undergo public offering and shares of Yutai

Hydraulic is unlikely to be listed in any major stock exchange or be marketable in

any over-the-counter market in the near future, a discount for lack of marketability

has been adopted in the valuation. With reference to the research result of Stout



The median of the P/E multiples of the Comparable Companies is taken for

determination of the value of the equity interest in Yutai Hydraulic. The 75% equity

interest of Yutai Hydraulic is determined as follows:

(RMB ‘000)



According to the statement of financial position of Wuhu Inno as at 31 July 2023, the
book values of the assets and liabilities of Wuhu Inno are as follows:

As at 31 July 2023

Book Value Market Value
(RMB) (RMB)

ASSETS
Non-current Assets

Property, plant and equipment 37,064,014 39,400,000
Intangible assets 31,995 31,995

37,096,009 39,431,995

Current Assets



Property, plant and equipment

1. Property

In valuing the property, we have adopted the Depreciated Replacement Cost

Approach. Depreciated replacement cost is defined as “the aggregate amount of the

value of the land for the existing use or a notional replacement site in the same



Details of the site comparables and adjustment are shown as follows:

Comparable 1 Comparable 2 Comparable 3 Comparable 4

Location Southern side of

Kechuangsan

Road, Western

side of Jingwu

Road, Anhuixinwu

Economic

Development

Zone, Wuhu City

Northern side of

Kechuangsi Road,

Anhuixinwu

Economic

Development

Zone, Wuhu City

Eastern side of

Xinfeng Road,

Southern side of

Kechuanger Road,

Anhuixinwu

Economic

Development

Zone, Wuhu City

Northern side of

Kechuanger Road,

Anhuixinwu

Economic

Development

Zone, Wuhu City

Land area (sq.m.) 66,666.60 22,693.00 38,470.50 33,433

Land use Industrial Industrial Industrial Industrial



Normal useful life ranging from 10 to 50 years have been adopted in arriving





Based on our analysis outlined in this report, it is our independent opinion that the

market value of the Target Group comprising 75% equity interest in Yutai Hydraulic

Technology (Shanghai) Co., Ltd. (i.e. Yutai Hydraulic) and 22.5% equity interest in Wuhu



1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full

responsibility, includes particulars given in compliance with the Listing Rules for the

purpose of giving information with regard to the Company. The Directors, having made



Name of

Director

Capacity/

nature of



Save as disclosed above, as at the Latest Practicable Date, to the knowledge of the
Company, none of the Directors or chief executive of the Company had any interests or
short positions in the Shares, underlying Shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO) which were
required to be (i) notified to the Company and the Stock Exchange pursuant to Divisions 7









8. QUALIFICATIONS AND CONSENTS OF THE EXPERTS

The following is the qualification of the experts which have given opinion or advice

which is contained in this circular:

Name Qualification

Mazars CPA Limited Certified Public Accountants
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