Limitations of this Report

The content of this Report is based on the information available as at 31 March 2016. We do not
claim nor provide any assurance that all relevant information, whether in documentary form or
otherwise, has been fully, systematically and comprehensively obtained by DMX Technologies
Group Limited (the “Company”) and its subsidiaries (collectively referred as the “Group”), or
its management, directors, agents and employees.

Unless expressly stated, the information contained in this Report has not been subject to detailed
verification procedures. No representation is made as to the accuracy or completeness of such
information and nothing contained in this Report is or shall be construed as a representation of
the future.

In the course of preparing this Report, we have also conducted searches on various companies
incorporated in Hong Kong, the People’s Republic of China (the “PRC”) and other jurisdictions
using such public and/or subscription corporate databases that were available to us. We have not
independently verified the completeness or accuracy of the information obtained as a result of
these searches and therefore are unable to confirm the accuracy, completeness and reliability of
the same. Relevant interviews were not conducted under oath. Hence, judgements would need to
be exercised as to the credibility of the views and recollections of those interviewed. Hence, we
do not give any warranty, indemnity or undertaking, expressly or impliedly, as to the accuracy
or completeness of such information provided to and used by us in this Report.

This Report should not be used by third parties without the express consent of the Company. No
reliance should be placed by third parties on the Report for any purposes whatsoever and the
Company shall not be responsible to third parties who have acted on and/or placed reliance on
the information contained herein.

We reserve the right (but we are not under any obligation) to review, alter and amend this

Report in light of any matters not previously brought to our attention which may or may not
materially affect our opinion both prior to and subsequent to the date of this Report.

Limiting conditions and constraints

We were confronted with various limiting conditions and constraints on our ability to fully
investigate the matters concerned in this Report.



Given our limited authority, we were unable to compel the production of documents in

possession of third parties or the attendance of individuals in order to obtain information

relevant to this Report save that where the Company has a legal right to so compel. As such, we

were unable to:

(i)

(i)
(iii)

compel the former directors and employees of the Company to provide us with the
documents and information relevant to this Report;

review documents in the possession of certain third parties; and

interview all individuals who involved in the relevant transactions, in particular individuals
who are neither employees nor directors of the Group. We were unable to contact certain
suppliers, customers and payment/collection intermediaries as well as the former directors
and former employees of the Group whom we had requested to interview. The individuals
of the Group’s former management team whom we had requested to interview but were not
able to do so are as follow:

(&) Emmy Wu, former Executive Chairman of the Company;

(b) Jismyl Teo, former Executive Director and Chief Executive Officer of the Company;
(c) Skip Tang, former Chief Finance Officer of the Company;

(d) Fu Yan Yan, former Chairman of Beijing DMX Technologies Limited;

(e) Stanley Chan, former Sales Director of DMX Technologies (Hong Kong) Limited;

Certain matters raised in this Report involved companies incorporated or businesses registered

outside Hong Kong, especially those incorporated in the PRC, Bermuda and British Virgin

Islands. We have conducted searches in respect of these companies and businesses, as well as

related individuals by using such public and/or subscription corporate databases that were

available to us.
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1. Definition

The following words and phrases shall have the meaning set opposite thereto throughout this

Report:

Abbreviations

Definitions

“AP” Account payables

“AR” Account receivables

“OR” Other receivables

“Board” The board of directors of the Company
“Company” DMX Technologies Group Limited
“Datacraft” Datacraft Asia Ltd and its subsidiaries
“Deloitte” Deloitte Tohmatsu LLC

“DMX BJ” Beijing DMX Technologies Limited
“DMX HK” DMX Technologies (Hong Kong) Limited
“DMX MCO” DMX Technologies (Macao Commercial Offshore) Limited
“End User” As defined in paragraph 5(i)

“FY 2008~ The financial year ended December 2008
“FY 2013~ The financial year ended December 2013
“FY 2014~ The financial year ended December 2014
“Group” The Company and its subsidiaries

“Group Equity”

Group Equity International Ltd.

“Hantz” Beijing Hantz Development b 55t FHS % RAAR AR, an IE
Firm engaged with DMX HK / DMX MCO in relation to the
Transactions in Question



“Hanyang”

“HK$”
“lIE Firm”

“Investigation Team”

“Ming Po Hong”

“Mozart”

“Mr. Fu”
“Mr. Chan”
“Mr. Tang”
“Ms. Teo”
“Mr. Wu”

“Northway”

“PRC”

“PRC Supplier” or “PRC
Suppliers”

“Report”

“RM B”

Hanyang Information Technology Co #F7 {5 BRHEARA A, a
PRC Supplier engaged with DMX HK / DMX MCO in relation to the
Transactions in Question

Hong Kong dollars, the lawful currency of Hong Kong
Import/export firm

Those instructed by the Company for the purpose of the investigation
regarding the Transactions in Question

Ming Po Hong BH%# 17, an IE Firm engaged with DMX HK / DMX
MCO in relation to the Transactions in Question

Mozart Management Co., Limited, paying agent of the IE Firms (as
defined in paragraph 5(iii)(a)) in relation to the Transactions in
Question

Fu Yan Yan, the former Chairman of DMX BJ

Stanley Chan, the former Sales Director of DMX HK

Skip Tang, the Company’s former Chief Financial Officer
Jismyl Teo, the Company’s former Chief Executive Officer
Emmy Wu, the Company’s former Executive Director

Northway Industrial Limited Jt@E ¥ AR /A, a PRC Supplier
engaged with DMX HK / DMX MCO in relation to the Transactions
in Question

The People’s Republic of China

As defined in paragraph 5(iii)

This report

Renminbi, the lawful currency of PRC



“San Tai”

“SGX”
“Sl business”

“Tacoma”

“Tianjin Chaoji”

“Transactions in Question”
“TVH”
“Ultimate Supplier”

“US$”

“Winscom”

San Tai Computer (Hefei) Corporation =Z=3 Bl (& HE)AH], a
PRC Supplier engaged with DMX HK / DMX MCO in relation to the
Transactions in Question

Singapore Exchange
System Integration Business

Tacoma Associates Limited, receiving agent of PRC Suppliers (as
defined in paragraph 6(iii)(b)) in relation to the Transactions in
Question

Tianjin Chaoji Science & Technology Development Company ki
BRI A IR A ], an |IE Firm engaged with DMX HK / DMX
MCO in relation to the Transactions in Question

As defined in paragraph 3
Technology Venture Holdings Limited and its subsidiaries
As defined in paragraph 5(iv)

United States dollars, the lawful currency of United States of
America

Winscom Guangzhou Technologies Company Limited ¥R T 4T
FEEEABL AT, an IE Firm engaged with DMX HK / DMX MCO
in relation to the Transactions in Question



2. Executive Summary

As indicated in the following contents of this Report, the investigation was conducted for the
purpose of revealing the Transactions in Question.

According to the findings of the investigation, a summary of the operation flow and the
Transactions in Question are as follows:-

(i) Operation flow

No supporting documents related to the Ultimate Supplier or the End User can be located in the
investigation. However, there are supporting documents indicating the differences between the
contract flow and actual delivery flow of equipment.
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(if) Transaction in Question

(@) The Company had no knowledge of the existence of Mozart which made payments to
DMX HK/DMX MCO that purportedly was to be made by IE Firms until investigation has
taken place after the arrest of the former management as mentioned in paragraph 4 of this
report.

(b) Legal existence of certain IE Firms and PRC Suppliers could not be verified.

() The Company requested certain IE Firms to (1) pay the outstanding AR due by such IE
Firm to the Company or (2) to produce information in relation to the delivery status of
each purchase order/agreement. However, those IE Firms did not respond to the
Company’s request or refused to produce any documents.

(d) Several implications of potential connections between the paying agents (i.e. Mozart and
Tacoma) and Mr. Tang and/or Ms. Teo were found.



(e) Moreover, the directors of certain IE Firms or PRC Suppliers seem to be former
management and/or former employees of the Group, in which the Transactions in Question
become related party transactions (that were never reported to the Company as such).

(f)  Furthermore, since January 2013, the Company mainly introduced the “tri-party offset
settlement” arrangement between the IE Firm / PRC Supplier and DMX HK / DMX MCO
which enabled the offset of (1) AR due by IE Firm to DMX HK or DMX MCO against (2)
AP due by DMX HK or DMX MCO to PRC Supplier.
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——————> Payment flow before January 2013

Offset arrangement since January 2013

(g) After the arrest of Ms. Teo and Mr. Tang as stated in paragraph 4 of this Report and the
change of management of the Company, transactions similar to the Transactions in

Question has not since occurred.

(iii) Findings from an internet search
The findings from an internet search appear to indicate that:
(a) there is uncertainty over the collectability of certain AR in Datacraft as stated in the
Annual Report 2002 of Datacraft;
(b) TVH processed the bad debt allowance; and
(c) certain former management of the Company were employed by Datacraft and TVH in the

past.

The following findings suggest that the Transactions in Question were never carried out :-



(i) The legal existence of certain IE Firms and PRC Suppliers could not be verified.

(i) The Company requested certain IE Firms to (1) pay the outstanding AR due by such IE
Firm to the Company or (2) to produce information in relation to the delivery status of each
purchase order/agreement. However, those IE Firms did not respond to the Company’s
request or refused to produce any documents.

(iii) The potential connections among paying / receiving agents (i.e. Mozart and Tacoma) and
Mr. Tang and/or Ms. Teo.

(iv) There are insufficient supporting documents to substantiate the existence of the
Transactions in Question.

Given the possible connections between the Company’s certain former management and the
paying agent of IE firms (i.e. Mozart) / the receiving agent of PRC Suppliers (i.e. Tacoma), the
Transactions in Question may be regarded as related party transactions. Hence, subject to further
disclosure by the former management of the Company, the Company reasonably suspects that
certain former management of the Company have not acted in the best interest of the Company.



3. Trigger Event
Since 2014, the Company (listed on the Singapore Exchange, stock code: 5CH) engaged a new

external auditor (“external auditor”) to replace Deloitte as the Company’s auditor. During the
preparation of the Accountant’s Report for FY 2014, the external auditor discovered some
suspicious transactions which were mainly handled by DMX HK, DMX MCO and DMX BJ as
there were insufficient supporting documents to prove the substantiality of these transactions
upon the external auditor’s request (the “Transactions in Question”™).

4. Arrest of the Company’s Former Management

While the Company was in the course of seeking clarification and further details regarding the
Transactions in Question, Ms. Teo and Mr. Tang were arrested by the Commercial Crime
Bureau of the Hong Kong Police Force on 3 February 2015 for suspected offence regarding
transactions conducted within the Group in 2008. They were subsequently released on bail. In
light of the arrest, the Company formed an internal investigating committee under the direction
of its Audit Committee on 16 February 2015, and engaged the Investigation Team to conduct an
investigation regarding the Transactions in Question and the relevant parties involved in which
such Investigation Team suggested irregular accounting may have taken place regarding the
Transactions in Question.

5. The Transactions in Question

After receiving the external auditor’s queries regarding the Transactions in Question, the

following is a summary of the operation flow of the Transactions in Question discovered by the

Company from the supporting documents available and/or representations given by the former

management of the Company, namely, Mr. Fu and Mr. Tang:-

(i) The end user (“End User”) enters into an agreement regarding implementation of the SI
business with an IE Firm.

(if) Based on the agreement in (i), the IE Firm places an order with DMX HK or DMX MCO
to supply the equipment regarding the Sl business and to provide relevant maintenance
service.

(iii) Upon receiving the order mentioned in (ii), DMX HK or DMX MCO places an order with
the PRC Supplier (“PRC Supplier” or “PRC Suppliers”) regarding the procurement of
equipment.

(iv) The PRC Supplier, having received the order of DMX HK or DMX MCO mentioned in
(i), orders the ultimate supplier (“Ultimate Supplier”) to supply the equipment.



(v) Upon placement of the order in (iv), the equipment would be supplied by the Ultimate
Supplier to the PRC Supplier and then delivered by the PRC Supplier via the IE Firm to the
End User.

(vi) Mr. Fu or Mr. Chan were tasked with appointing external consultant for managing the
project with the End User such as delivery of the equipment and implementation.

Prior to the external auditor’s queries in relation to the Transactions in Question in or around
February 2015, it was reported to the Company that DMX BJ was directly receiving the
equipment from the PRC Supplier and providing installation services for the End User. The
former management of the Group, namely Mr. Fu and Mr. Tang, attended the meeting of the
Company held on 27 February 2015. The purpose of the meeting was to understand the
transaction practices between DMX HK / DMX MCO and IE Firms. Mr. Tang represented that
external consultants were appointed for managing the project with the End User. However, there
were insufficient supporting documents to prove the presence or existence or appointment of the
external consultants.

Summary of payment arrangement of the Transactions in Question:-

(i) Until December 2012, the Company was given to understand that the costs of equipment
were paid in accordance with each agreement / purchase order entered. The cash flows
from the End User to the Supplier in the following sequence: (1) End User, (2) IE Firm, (3)
DMX HK or DMX MCO, (4) PRC Supplier and (5) Ultimate Supplier.

(if) Since January 2013, the Company mainly introduced the “tri-party offset settlement”
arrangement to the Transactions in Question. “Tri-party offset settlement” arrangement is
in relation to offsetting (1) AR due by IE Firm to DMX HK or DMX MCO by selling
equipment against (2) AP due by DMX HK or DMX MCO to PRC Supplier for purchasing
the equipment. If the amount of AR exceeds the amount of AP, IE Firm would pay the
remaining AR balance to DMX HK or DMX MCO. After the introduction of the “Tri-party
offset settlement” arrangement since January 2013, the number of cheques deposited by IE
Firms to DMX HK / DMX MCO significantly reduced from 209 copies in FY 2008 to 5
copies in FY 2013, and the amount of AR paid by IE firm to DMX HK / DMX MCO also
significantly reduced from US$63,085,000 in FY 2008 to US$1,104,000 in FY 2013.
Below is a summary chart indicating the number of cheques received and the AR received
by DMX HK and DMX MCO from FY 2008 to FY 2013:-



FY 2008 | FY 2009 | FY 2010 | FY 2011 | FY 2012 | FY 2013 Total
Number of 209 279 226 392 448 5 1,559
Cheques
Amount 63,085 83,048 | 72,976 | 124,256 | 139,030 1,104 483,500
(‘000 USD)

(iii) Also, the Company adopted this “tri-party offset settlement” arrangement when it

purchased spare parts for End User and software for selling. As a result, the AR was almost

set off through this “tri-party offset settlement” arrangement and there was almost no cash
paid by IE Firms to DMX HK and DMX MCO.

Please refer to the operation charts below for more details in relation to the cash flow and

delivery flow of the equipment before and since January 2013.




Operation charts of the Transactions in Question before January 2013
Involvement of “External Consultants” was not reported

to the Company prior the interview on 27 February 2015
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Since January 2013
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Below is a set of sample documents indicating the operation flow in relation to the Transactions
in Question.

Based on the agreement between the End User and the IE Firm, the IE Firm places an order with

DMX HK or DMX MCO to supply the equipment regarding the SI business and to provide
relevant maintenance service.
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Below is a sample contract entered between DMX HK and IE Firm of which the signatory of
DMX HK is purported to be Mr. Chan:

i |
: _ Name of [E
B
i

SIS HER. SR, SRHT, ERBINFEESN): THREARENMN

A, B
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Ky

¥/

Authorized Signatory of
IE Firm

ERPETA) R W

For awd on behalf of
DMX TECHNOLOGIES (HONG KONG) LIMITED

./
s @7
y

Awhorzed Shywanrers
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Below is a template of the sales order form to be filled in by the sales team of the Company in
order to seek approval from the management team in respect of any contract to be entered with
the IE Firm. Ms. Teo and Mr. Tang were responsible to review the sales order form and grant
approval to Mr. Chan to proceed with the relevant transactions.
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Once a contract is entered with an IE Firm, DMX HK / DMX MCO would in turn place a
purchase order with a PRC Supplier for the purpose of procuring the necessary equipment.
Below is a sample purchase order placed by DMX HK in relation to the Transaction in
Question.

DM X TECHMHNOLDGIES

Purchase Order

Purchase order number: I Duse: "

Purckase Order placod il ¢ Shig to
DMX Technolopes (HE) Lad DAY Techmodogies (HEK) Lid,
Room 4303, AlA Kowloon Tower, Room 4103, AlA Kowloon Towe
130 How Ming Strest 100 Flow Mimg Street,
Kwun Tong, Kowloon, H.K Keun Tong, Bowloon, H K

Name of Agency

RICE SUMBARY

Totsl Hardwure and Software I =+

Dhitwile plesse see amichad "MNerwork Tiotal®
I— uss
Rirmirks

Eud-amas

3, Regques

1 shipping lahels

Please send shipmemn! advice inchading MAWE, Might ¥, HAWE, 2 of packages

woice valie, POV aftention I-_-_- Fix wipod shipenent is =Mfected

Technologies (HK) Lid

Authariced Signature Tatal US
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Since January 2013, the Company mainly introduced the “tri-party offset settlement”
arrangement to the Transactions in Question. In light of the “Tri-party offset settlement”
arrangement, DMX HK / DMX MCO would instruct the IE Firm to directly pay the
corresponding PRC Supplier as per the AP due by DMX HK / DMX MCO. Upon receipt of the
relevant monetary sum from the corresponding IE Firm, the PRC Supplier would issue a receipt
to DMX HK / DMX MCO acknowledging the receipt of the relevant AP due by DMX HK /
DMX MCO from the corresponding IE Firm. Below are (1) sample payment instruction issued
by DMX HK to an IE Firm and (2) sample receipt issued by the corresponding PRC Supplier
acknowledging the receipt of the relevant AP due by DMX HK as stated in (1) herein:

MWame Of IE Firm

e LISS 4, "Jﬂ.!E_!: a7

EAERER - A O TN R T A B R R T USDY 395 ,656.67 TTAIKES:

Company Chop of IE
Firm Affixed herein
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:“. = _

W #x ST iE

Mame of IE Firm

Authorised Signatory of
the Agency
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6. Investigation regarding the Transactions in Question and the Relevant Parties

involved

(i) I1EFirm

Normally, it is necessary for DMX HK or DMX MCO to engage IE Firms for the purposes of
(1) delivering the equipment to PRC End Users and (2) currency exchange from RMB to
foreign currency. The business and operation of IE Firms are regulated by PRC law.

DMX HK and DMX MCO engaged 8 IE Firms in the Transactions in Question. There are
supporting documents from independent third party, such as customs documents and airway bill,
indicating the delivery status of equipment for transactions involving China Electronic
Appliance Corporation ([ & 7254148 A7), being 1 of the 8 IE Firms. On the other hand,
regarding the remaining 7 IE Firms, the Company only has the relevant agreements entered into
with the respective IE Firms but no other supporting documents from independent third party,
such as custom documents and documents from transport agents, could be found. Below are
information regarding 5 out of the 8 IE Firms discovered so far:

(@) Beijing Hantz Development 7/ 5251 Fl 1% 7 g G HR 24\ ]

There are limited information in relation to the transactions between the Company and Hantz.
The Company has requested Hantz to provide supporting documents such as bank slip
indicating payment from Hantz to the PRC Supplier starting from January 2013 (i.e. since the
introduction of the “tri-party offset settlement” arrangement mainly) and custom documents
showing the delivery status of the equipment to end user from Hantz. However, Hantz rejected
the said request because they alleged that those supporting documents are highly confidential,
thus, could not be provided.

According to company search conducted by the Investigation Team, Hantz is established in
2000. An internet search indicated that the contact person of Hantz is the former chief operating
officer of DMX BJ whilst the contact number of Hantz appears to be the mobile phone number
of Mr. Fu (the former chairman of DMX BJ). Moreover, based on the review of Mr. Tang’s
email records, it appears that DMX BJ payroll included part of Hantz’s payroll at least for the
period from January to March 2008. Albeit we do not have sufficient information to
comprehend the actual connection between DMX BJ and Hantz, the Company believes that
there might be an overlap of management between Hantz and DMX BJ in which the Company
has not been notified of such overlap and/or connection among the three entities. Hantz has
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commenced voluntary liquidation proceedings since 21 May, 2015.

B A Sk e Targ Gk ptanePdotochnolog et com =EEM: 2008/02/27 (X) 9:39

£ Confidential - Personel 2008

] x-,'g-:,'{ 3] Pay0801-04-proposal-on.xds l

Stella,
FYI. here is the usndated vr,»rh‘:hov(crr':[.,._. 01 January 2008. Please prepare
letters to related staff.

Lisa will update Lhe payroll workshee! to ZhangOi today.
Regards,

' Sharing of salary information
. for B] Hantz

Hantz Employee Info

Employee name 1 T

(b) Winscom Guangzhou Technologies Company Limited 277437 & 3 7 IR A 7]

There are limited information in relation to the transactions between the Company and Winscom.
The Company has requested Winscom to provide supporting documents such as bank slip
indicating payment from Winscom to the PRC Supplier starting from January 2013 (i.e. since
the introduction of the “tri-party offset settlement” arrangement) and custom documents
showing the delivery status of the equipment to end user from Winscom. However, same as
Hantz, Winscom rejected the said request because they alleged that those supporting documents
are highly confidential, thus, could not be provided.

According to company search conducted by the Investigation Team, Winscom is established in
1997 currently with a registered capital of RMB103 million. We notice that in particular, from
24 November 2011 to 27 December 2011 (i.e. within 34 days), there were 4 capital injections
and a total of RMB80 million were transferred to Winscom.

According to the website of Winscom, it has 6 offices in the PRC locating at Shenzhen,
Guangzhou, Beijing, Shanghai and Chengdu. The said website also indicates that Winscom is
currently recruiting for various positions. Hence, we believe that Winscom is a company with

active operation unlike Hantz and Tianjin Chaoji.

Further, when representatives from DMX Group visited Hantz and Winscom with Mr. Fu on 6
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March 2015 and 11 March 2015, respectively, Mr. Fu mentioned that PRC Suppliers and End
users are of highly sensitive backgrounds and advised the visitors to be cautious.

(c) Tianjin Chaoji Science & Technology Development Company A /2 & #¢ Fl#¢ # /@ 7 IR 4¢
=74

There are limited information about Tianjin Chaoji. According to the information extracted from

website “EHPEEEHERARRZRG (KEE) 7, there was no information as to the number of

employees retained by Tianjin Chaoji. Further, according to the company search conducted by

the Investigation Team, the last known address of Tianjin Chaoji is currently occupied by

another company. Hence, it is doubtful whether Tianjin Chaoji has any actual operation.

(d) Ming PoHong # & 77

There are limited information about Ming Po Hong. According to the investigation conducted
by the Investigation Team, Ming Po Hong is owned by a sole proprietor named Hui Ming.
Suspicious bank remittance was discovered from the email records of Mr. Tang in which DMX
HK transferred a sum of approximately HK$1.9 million to Ming Po Hong in October 2008
thereby instructing a person who was possibly a representative of Ming Po Hong to convert
such sum into RMB followed by transferring the same to various bank accounts in the PRC. The
instructions given by Mr. Tang shows that Mr. Tang might be involved in the operation of Ming
Po Hong in 2008. Further, it is peculiar for Ming Po Hong, as an IE Firm, to make payments for
DMX HK into various bank accounts in the PRC in October 2008 where the “tri-party

settlement” arrangement was not introduced yet.

(e) Wuhan Caidan Foreign Trade D.

According to the account record reviewed by the Investigation Team, the T/T transaction form
showed that one “Wu Emmy” made T/T payment which was recorded in DMX record as
deposit from Wuhan Caidan Foreign Trade D. in the sum of US$549,998.07 in 2009. It is
unclear why the record in account book and actual payer was different.

(i) PRC Suppliers

It is unclear why DMX HK and DMX MCO engaged PRC Suppliers to liaise with the Ultimate
Supplier as oppose to liaising with the Ultimate Supplier by DMX HK and DMX MCQO directly
in relation to the Transactions in Question. DMX HK and DMX MCO engaged 3 PRC Suppliers
(namely, Northway, San Tai, Hanyang) in relation to the Transactions in Question. As at the date
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of this Report, their legal existence, ownership and financial capacity cannot be verified, and
their respective business registrations are unknown. Payments have been made to these PRC
Suppliers via their receiving agent named Tacoma, and as of FY 2014, there are no outstanding
AP against these 3 PRC Suppliers. A background summary of Northway, SanTai and Hanyang is
as follows:-

(a) Northway Industrial Limited 74/ & 274 R4 ]

There were substantial transactions between Northway and DMX HK/DMX MCO. Company
searches conducted by the Investigation Team against Northway revealed that there is no
company of such name registered in the PRC. The legal existence, ownership and financial
capacity of Northway cannot be verified.

(b) San Tai Computer (Hefei) Corporation

The Company note that the former correspondence address of San Tai was found on an audit
confirmation of DMX HK in 2012 and the confirmation was endorsed by San Tai. According to
the land search, this is a property formerly owned by Mr. Tang and another party. Mr. Tang on 2
April 2015 (soon after his arrest by Hong Kong Police Force) transferred his interest in such
property to whom we suspect to be Mr. Tang’s daughter.

Further, company searches conducted by the Investigation Team against San Tai revealed that
there is no company of such names registered in the PRC. The legal existence, ownership and
financial capacity of San Tai cannot be verified.

(c) Hanyang Information Technology Co /#4515 B Fl#E A 1R 2 7]

According to company search conducted by the Investigation Team, no company of such name
was located. The legal existence, ownership and financial capacity of Hanyang cannot be
verified.

(iii) Paying / Receiving Agents

(a) Mozart Management Co., Limited

For those Transactions in Question, although it is recorded in the accounting books of DMX HK
and DMX MCO that the AR received by the Company were originated from various IE Firms,
there is insufficient evidence to verify the identity of the actual payer of the said AR. Therefore,
the Company requested the banks for the production of cheque copies concerning the payments
of the AR in order to identify the actual payer of the AR. As such, it is discovered that almost all
the identified payments from IE Firms were payments deposited to the account of DMX HK
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and/or DMX MCO from a paying agent, namely, Mozart Management Co., Limited. It is further
discovered that the cheques obtained from the banks were appeared to be signed by Mr. Tang on
behalf of Mozart (for signatures that are identifiable). Hence, the records in the accounting
books of DMX HK and DMX MCO did not record the true identity of the actual payer of the
AR in relation to the Transactions in Question. The Company was not previously informed of
this arrangement until its discovery by the Investigation Team and does not know the reason of
such payment. Moreover, given that it appeared that Mr. Tang was authorised to sign the
cheques of Mozart, it is likely that Mr. Tang has control over the cash flow of Mozart.

Below are (1) sample invoice issued by DMX HK which is signed by Mr. Tang and (2) two
cheques from Mozart. These images show that the signature of the authorised signatories of

Mozart largely resembles with the signature of Mr. Tang.

# Skip’s signature on DMX internal documents € Skip’s signature on bank chegques
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Further, below is bill issued by a secretarial service provider to Mozart which is to the attention
of Mr. Tang. It appears that Mr. Tang may have control over Mozart.



PARTICULARS

MOZART MANAGEMENT €O, LTD)
Company Malten

To fully understand the paying arrangement among End Users, IE Firms and DMX HK / DMX
MCO, the charts below indicate (1) the cash flow from end users to DMX HK or DMX MCO
recorded in the accounting books of the DMX HK and DMX MCO and (2) the actual cash flow
from End Users to DMX HK or DMX MCO:

The Cash Flow from End Users to DMX HK or DMX MCO Recorded in the Accounting
Books of the DMX HK and DMX MCO

The Suspected Actual Cash Flow from End Users to DMX HK or DMX MCO

Cash flow
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Apart from Mr. Tang, there is prima facie evidence showing that Ms. Teo was the director and
bank authorized signatory of Mozart. Hence, it is highly possible that both Ms. Teo and Mr.
Tang have substantial control of the cash flow and operation of Mozart.

Further, there are documents obtained during the investigation revealed that a number of
remittance transactions were made from Mozart to Group Equity between 2008 and 2012.
Group Equity is a BVI company in which Ms. Teo and Mr. Wu are the directors and
shareholders. Although the source of fund of Mozart is unknown, the Company suspects that the
reason (or part of the reason) of the remittances from Mozart to Group Equity is that the
overdue amount from Group Equity towards the bank had exceeded the bank limit, therefore,
injection of fund was then required to reduce the overdue amount. Hence, it is possible that Ms.
Teo and/or Mr. Wu have/has knowledge in respect of Mozart.

(b) Tacoma Associates Limited
Since 2008 or before, the Company has engaged Tacoma Associates Limited to be the receiving
agent for the PRC Suppliers to receive any sum payable from the Company.

Based on the limited information available, the Company believes that Mr. Tang is highly
connected with Tacoma because the Investigation Team discovered email records indicating that
Mr. Tang was involved in the opening of a HSBC account for Tacoma. Mr. Tang was also aware
of the closure of 2 bank accounts of Tacoma. Based on the aforementioned, it is believed that Mr.
Tang has a degree of control over the operations of Tacoma which was not reported to the
Company.

Below are (1) email received by Mr. Tang informing him that a new bank account is activated
for Tacoma and (2) bill issued by a secretarial service provider to Tacoma addressed to the
attention of Mr. Tang. By drawing inference from (1) and (2), the Company believes that Mr.
Tang may have a degree of control in Tacoma.
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Dear Skip,

Please be advised that the account of Tacoma has been activated.
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According to the above findings in relation to Tacoma and Mozart, the chart below indicates the
cash flow of DMX HK or DMX MCO through paying agents until December 2012.

Cash Flow of DMX HK or DMX MCO through paying agents until December 2012

Cash flow




Before the tri-party offset settlement was mainly introduced by the Company in January 2013,
in respect of the payment arrangement of the Transactions in Question, the cash flows from the
IE Firms to the PRC Suppliers in the following sequence: (1) IE Firms, (2) Mozart, (3) DMX
HK or DMX MCO, (4) Tacoma, (5) PRC Suppliers.

Tacoma is a receiving agent of the PRC Suppliers, which is meant to receive payment from
DMX HK or DMX MCO to the PRC Suppliers. According to the findings of the investigation,
the Company believes that Mr. Tang is highly likely to be connected with Tacoma. Further, it is
highly possible that both Ms. Teo and Mr. Tang have substantial control of the cash flow and
operation of Mozart. Prior to the investigation regarding the Transaction in Question, the
Company had no knowledge that IE Firms had been making payment to DMX HK or DMX
MCO through Mozart.

(iv) Software Development Vendor

DMX HK purchased software from software development vendors to its selling products and
capitalized it as intangible assets since January 2013. DMX HK adopted the “tri-party offset
settlement” arrangement which offset (1) AR due by IE Firm to DMX HK against (2) AP due by
DMX HK to software development vendors. Further, the Company has insufficient information
to verify the existence of these transactions between DMX HK and software development
vendors and to identify the intangible assets.
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7. Collection of the Account Receivables

In the Company's unaudited financial statement for the FY 2014, the Company's AR and OR
amounted to US$378 million. As of FY 2014, the amount of AR due by Hantz and Winscom are
as follow:-

- Hantz : approximately US$140 million; and
- Winscom : approximately US$190 million.

With the help of Mr. Fu, the Company visited a few IE Firms in order to expedite the process
regarding the collection of AR. During the visit to Hantz, the Company’s representative
requested Hantz to produce information in relation to the delivery status of each purchase
order/agreement and to provide supporting documents (such as customs documents or airway
bills) for auditing purposes. However, the director of Hantz refused to produce any documents
as he alleged that the End Users and PRC Suppliers are of highly sensitive backgrounds.

As per the visit to Winscom, the Company’s representative requested Winscom to produce
information in relation to the delivery status of each purchase order/agreement and to provide
supporting documents (such as customs documents or airway bills). However, the director of
Winscom refused to produce any documents as he alleged that those documents are confidential.

After the aforementioned visits to the Hantz and Winscom, the Company issued demand letters
to the respective IE Firms requesting (1) payment of the outstanding AR or (2) the production of
information in relation to the delivery status of each purchase order/agreement so as to confirm
the amount of outstanding AR to be received by the Company. Hantz did not respond to the

Company’s request and Winscom asked the Company to seek clarification from Mr. Chan.

Considering the aforesaid, on 31 March 2015, the Board instructed Mr. Wu to collect the AR as
the Company believed that Mr. Wu has knowledge in relation to the Transactions in Question.
However, Mr. Wu informed the Board that the End Users are of highly sensitive backgrounds
and he would not be able to collect the AR from these End Users in the coming few months.
Later, the Company discovered that Hantz commenced voluntary liquidation proceedings on 21
May 2015 while Mr. Wu was attempting to collect the AR but Mr. Wu did not make any report
regarding Hantz's voluntary liquidation to the Board. As at the date of this Report, Winscom still
refuses to meet with representatives of the Company.
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8. Audit

In the course of preparing the Accountant’s Report for FY 2014, the external auditor was unable
to obtain sufficient supporting documents to prove both the delivery flow and cash flow of the
equipment in relation to the Transactions in Question. Based on the searches conducted
regarding various PRC Suppliers and IE Firms, the legal existence and operation of certain PRC
Suppliers cannot be verified or there are discrepancies between the office addresses shown in
the search reports and those stated on the agreements/purchase orders entered by the Company
with certain IE Firms. On the other hand, the Company was also not able to arrange site visits
with the End Users for the external auditor to complete their due diligence exercise. There is no
evidence that the former management of the Company, DMX HK and DMX MCO, in particular
Ms. Teo and Mr. Tang, conducted prior due diligence before dealing with PRC Suppliers, IE
Firms and End Users. Further, the external auditor could not complete full-scope auditing, i.e.
conducting auditing exercise for the entire Group because Mr. Fu refuses to cooperate with the
external auditor.

Given the aforesaid, the external auditor could not:-

(i) confirm the existence of both tangible (spare parts purchased for end users) and intangible
assets (software) acquired by the Company;

(if) opine the sustainability of the Transactions in Question; and

(iii) issue any positive opinion in relation to the accounts of the Company and the Group as a

whole.
From the incorporation of the company in 2001 to the year of 2013, Deloitte, the former auditor,

has issued the "clean opinion™ where they should have been able to obtain all the requisite
confirmation from the PRC Suppliers, IE Firms and end users.
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9.

Removal / Dismissal of the Company’s Employees

In light of the apparent non-compliance of internal procedures of the Company and the breach

of duties owed to the Company by the following persons in relation to the Transactions in

Question and with reference to the results of the investigation conducted by the Investigation

Team and the Company, the Company has removed / dismissed Mr. Wu, Ms. Teo, Mr. Tang, Mr.

Fu and Mr. Chan with immediate effect:

Name Title before Removal/ | Date of Removal / | Reasons for Removal/ Dismissal
Dismissal Dismissal
Mr. Wu Chairman of the Group | 7 September 2015 | —  Acted negligently in the course of his duties
in his position as an Executive Director of
the Company
Ms. Teo | Chief Executive 3 September 2015 | - Committed serious misconduct and acted
Officer of the Group negligently in the course of her duties in the
positions as the Executive Director and
Chief Executive Officer of the Company
Mr. Tang | Chief Financial Officer | 3 September 2015 | - Committed serious misconduct and acted
of the Group negligently in the course of his duties in the
position as the Chief Financial Officer of
the Company
Mr. Fu Chairman of DMX BJ | 21 September 2015 | - Committed serious misconduct and acted
negligently in the course of his duties in the
position as the Chairman of DMX BJ
Mr. Chan | Sales Director of DMX | 5 September 2015 | - Committed serious misconduct and acted

HK

negligently in the course of his duties in the
position as the Sales Director of DMX HK

Note: Subject to any further investigation to be conducted by the Company and/or the Investigation

Team and as at the date of this Report, no director was found to be involved in the Transactions

in Question save and except those being removed/dismissed by the Company as stated in this

paragraph.
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10. Conclusion
The Company suspects that the Transactions in Question were never carried out due to the
following findings:-

(i) Legal existence of certain IE Firms and PRC Suppliers cannot be verified;

(i) The Company requested certain IE Firms to (1) pay the outstanding AR due by such IE
Firm to the Company or (2) to produce information in relation to the delivery status of each
purchase order/agreement. However, those IE Firms did not respond to the Company’s
request or refuse to produce any documents;

(iii) The potential connections among paying agents (i.e. Mozart and Tacoma) and Mr. Tang
and/or Ms. Teo; and

(iv) There are insufficient supporting documents to substantiate the existence of the
Transactions in Question.

Given the possible connections between the Company’s certain former management and the
paying agent of IE firms (i.e. Mozart) / the receiving agent of PRC Suppliers (i.e. Tacoma), the
Transactions in Question may be regarded as related party transactions. Hence, subject to further
disclosure by the former management of the Company, the Company reasonably suspects that
certain former management of the Company have not acted in the best interest of the Company.

BY ORDER OF THE BOARD
Iwao Oishi

Executive Director, Vice Chairman, and Acting Chief Executive Officer
22 April 2016
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Reference

The findings from an internet search appear to indicate that:
(a) there is uncertainty over the collectability of certain AR in Datacraft as stated in the Annual Report 2002 of Datacraft;
(b) TVH processed the bad debt allowance; and
(c) certain former management of the Company were employed by Datacraft and TVH in the past.

Publicly available information in relation to the former management of the Company and each of Datacraft and TVH are as follows:-

® Mr.Wu

Mr. Wu has been serving as Executive Chairman of the Company from June 2002 to September 2015." Mr. Wu began his career at the
Mitsubishi-Ryoden Group in 1982 where he was senior accounts executive. He left the Mitsubishi-Ryoden Group in 1986 to join Data General,
initially as account manager, and later as PRC sales and marketing manager. He was subsequently promoted to regional sales and marketing
manager for the PRC and Hong Kong. Mr. Wu left Data General in 1991 and joined the Datacraft Asia Group in a series of positions, including
general manager and managing director for Datacraft China Limited, regional director for North Asia of Datacraft Asia Limited, sales director
for Datacraft Asia Limited and adviser to Datacraft Japan Limited. Apart from his position at the Company, he served as a Deputy Chairman of
Green Global Resources Limited (Formerly “Venture International Investment Holdings Limited” and “TVH”) until 10 October 2006.2

! Please refer to the announcement of the Company dated 7 September 2015 and 5 April 2016.

2 For further information, please refer to the Annual Report 2013 of the Company, announcement of the Company dated 5 April 2016 and announcement of TVH dated 10 October
2006
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® Ms. Teo

Ms. Teo had been the Chief Executive Officer of the Company from September 2006 to September 2015.% Prior to her role as the Chief
Executive Officer, Ms. Teo served as the CFO of the Company. She joined the Company in January 2001 and was appointed as the Company's
Director in December 2001. Ms Teo worked for Ernst & Whinney as an assistant accountant from January 1984 to June 1985. She joined the
Datacraft in June 1985 as an accountant, and was promoted to finance and administration manager where she stayed until October 1990. In
November 1990, she joined Chin, Lim & Co Pty Ltd as an accountant and left in June 1991 to work for Frigstag Offshore Pte Ltd, Singapore as
an accounts and administration manager from January 1992 to November 1992. Ms Teo rejoined the Datacraft in November 1992 as finance and
administration manager and continued to work for them in a series of positions, including regional finance manager, joint company secretary
and regional director of operations. She left the Datacraft Asia Group in January 2001 to join TVH in January 2001 and was assigned the Chief
Financial Officer of the Company.*

® Mr. Tang
Mr. Tang had been the Chief Financial Officer of the Company since June 2008 until September 2015.° He joined DMX in July 2001 as
Business Management Manager and was part of the corporate team that led the Company’s IPO on the Singapore Exchange in 2002. Prior to his
CFO appointment, he was the Business Operations Director, responsible for Treasury, Operational and Human Resources matters of the Group;

and logistics and sales contract advisory to China offices.®

® Mr Fu
Mr. Fu served as the Regional Chief Executive Officer of China at the Company until September 2015. Mr. Fu started his career in 1975 at the

® Please refer to the announcement of the Company dated 4 September 2015 and 5 April 2016
* For further detail, please refer to the Annual Report 2013 of the Company
% Please refer to the announcement of the Company dated 4 September 2015
® For further detail, please refer to the Annual Report 2013 of the Company
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Ministry of Electronic Industry of China. He founded Wide Trade Foundation Ltd in 1982, a company in Hong Kong in the distribution and
installation of computer and office automation systems to government agencies in China. He joined Datacraft China Ltd. as General Manager
from 1996 to 2003. Mr. Fu served as an Independent Non-Executive Director of TVH from June 2003 to June 2007.’

B Datacraft
According to the Annual Report 2002 of Datacraft, a provision of US$8 million was made against long outstanding and doubtful debtors in its
China subsidiary. After finalisation of the review early in the current period, Datadraft decided to increase this by US$15 million to US$23
million and to reflect this as an operating exceptional item. This provision was later increased by a further US$2.9 million to reflect uncertainty
over the collectability of certain amounts due by an entity called Worldcom.®

B TVH
In October 2002, TVH announced the disposal of its entire 61% interests in the Company for HK$50 million, incurring a non-recurring loss of
approximately HK$119 million that posted a significant negative impact on TVH’s results for the year. Further, it is observed that both the sales
and accounts receivable increased yet bad debts were written off as incurred.’
Below is the financial information of TVH for the financial years from 1998 to 2003:
® TVH increase Revenue & AR from 1998 to 2001 and process the bad debt allowance in 2001.*
® In 2002, TVH process the disposal of the Company as discontinued operation with HK$119 Million loss.*

7 For further details, please refer to the Annual Report 2013 of the Company, announcement of TVH dated 9 June 2003 and 29 June 2007
8 For further details, please refer to the Annual Report 2002 of Datacraft
® For further details, please refer to announcement of TVH dated 8 October 2002 and the Annual Reports 2001 of TVH

10 For further details, please refer to the Annual Reports from 1999 to 2001 of TVH

11 For further details, please refer to the Annual Report 2002 of TVH
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HK$'000

FY 1998 1999 2000 2001 2002 2003
Revenue 251,490 350,298| 417,247| 576,387| 343,868| 261,692
Loss on disposal of subsidiaries relatin
: 'SP \ & 0 0 0 0| -119,309 0
to discontinued operation (DMX)
Profit before Tax 27,780 42,405 20,712 -84,323| -135,180( -15,734
HK$'000
FY| 1908| 1999 2000 2001 2002 2003
Accounts and bills receivable 184,898| 197,797 69,122 69,364
CURRENT ASSETS Cash and bank balances 130,569 97,109 60,230 91,833
ASSETS sub Total 175,589 245,195| 378,610 400,488| 264,275 281,019
NON-CURRENT ASSETS 6,152| 27,983| 94,675| 137,165| 58761 90,257
TOTAL 273,178| 473,285 537,653 323,036 371,276
CURRENT LIABILITIES 151,651 139,564| 128,364| 239,205 143,632 205,835
LIABILITIES | NON-CURRENT LIABILITIES 1037 1,833 1,529 629 953 737
& MINORITY INTERESTS 544 2,158 4540 52072 5900 7531
EQUITY CAPITAL AND RESERVES 28500\ 129,623 338,852 245,747| 1725542 157,173
TOTAL 273,178| 473,285 537,653 323,036 371,276




The Company received queries from SGX regarding increase and collectability of AR, intangible assets from 2005 to 2008.
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Below is the Company’s past financial statement summary:-

» The revenue and AR of the Company increased rapidly, totaling US$378 million, from FY 2002 to FY 2015;

» The free cash flow, however, were continuously negative, totally a loss of US$220 million; and

» In 2006 and 2009, the Company has two capital injections from Venture Corporation Limited and KDDI Corporation Co., Ltd, respectively.

000’ USD FY 2002 | FY 2003 | FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2008 | FY 2009 | FY 2010 | FY 2011 | FY 2012 | FY 2013 | FY 2014 | FY 2015 |Total
Rev 33.835| 41992 70975 129.156] 160731 161552] 172.744] 190.394] 270615 335716 379592 398.898] 374.425] 129.991
GP 9491 12752] 21,935 36373] 42.768]  39.444] 45688  50.145] 61,500]  74761] 87376]  91.790]  83073]  29.873
GP rate 28.1%  304%|  300%  282% 2664  244%  264%|  26.3%  227%|  22.3%  230%  230%  222%  23.0%
PBT 4855]  5830] 0457 17274] 19499  10696]  4946]  10.784] 17502] 21.257] 25894]  26.795] _ 26903] 26099
AR increase 6,596 | 7,560 | —11,415 | —26,464 | —26.726 2571 | -34565| -9854 | -63818 | 47,733 | —49.629 | —35649 | -33.759 | —25973
OR increase 5004 | 265| 1614 2486 2153 | 1449 | 2245 | 5201 663 | 4445 1172 ~875 808 | 2621
Stock increase 903 | 668 628 | 1526 —2797] 3819 336 | 1016 | 3503 | -4485| 6,392 | —13.31 6.228 | 7.513
AP increase 1301 2022 2192 10400 736 | 7479 1199 2734 4074 12386 9129 | 8959 812 | 1.043
OP increase 978 | 723 28 | 1603 | 2087 3135| 1981 —4149| 5652 | 2749 | 3368 | 6398 | 2501 | 4387
Operating CF 3613 | 5438 | 2411 3021 1300| ©0408| 8533 | 14838 24828 2639 656 | 6.189 | 21389 | —24.195
Investing CF 1770 | 1360 | 8898 | —14.695 | 25591 | —22070 | 17516 | 14887 | 50003 | 28223 | 4522 | 1723 | 19235 5017
FCF 5383 | 6798 | 6487 | ~11674| —26891 | —12662 | 26049 49| -74831| -30862 | 3866 —7912]| 2154| 19178
Financial GF 4397 | 8573 | 30325 2372 | 47445|  6.170 238 | 133134 | 5152 | 2693 | 2281 5550 | 1472 6996
Exchange effect 11 5 18 248 | 1207 894 879 249 | 1312 ~305 —459 437 487 ~928
Cash increase 9769 | 1770 | 23856 | 9054 | 21761 | 5598 | 24932 | 133334 | 68.367 | 33860 | 6606 | 2799 | 1169 | —27.103
Cash BB - 7252]  9022] 32878] 23.824] 45585] 39987  15055| 148.389]  80022|  46.162]  39.556]  36.757|  37.926
Cash EB 7252]  9022] 32.878] 23824] 45585  39.987] 15055 148.389] 80,022  46.162]  39556]  36.757]  37926] 10,823
1 1

Venture participation

KDDI participation

Note: Figures in 2014 and 2015 are unaudited number. These figures are not reviewed by external auditor.



Board members and key management history
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General Manager Independsnt Non-Exsctive Dirsctor
Derek Peter Althorp
. CEO
Phung Nhuong Giang Executive Director
Jismyl Teo Chor Khin eseinmrer| Datacraft Asia Group Datacraft Asia Group (come back) Eretivs Brecton
finance and administration manager finance and administration manager cro
QFO . QEO . 2/9 Dismissed from CE(
Wide Trade Foundation Ltd. ‘ EatacratiCinll:! H Business Management Manager ‘ CFO ‘2/9 Dismissed from CF¢

Skip Tang ‘

Finance & Administration Manager

Tong Pui Wah, Lisa
Stanley Chan

Aster Cheung

Samson Cheng

Star

Financisl Contraler

Finance Manager/ Com.Sec

2
&

Finance
Director

TVH

Datacraft China Ltd

Sales Unit Manager

Sales Director (Enterprise Sector) for China

Datacraft China Ltd

Senior Assistant / Assistant Finance Manager

‘ Finance Manager ‘ CFO ‘

‘ Group Finance Manager ‘

TVH
Chief Architect

DMX Technologies (HK) Limited
Regional Director of Digital Media Solution

Jim Cheung Chung Wah

Non-Executive Director

Thian Nie Khian (CTO, Venture Co Ltd.)

Non-Executive Director

Foo Meng Tong

Independent Director

Independent Director

Mark Wang Yat-Yee

Sybase Corp in Asia
acific
Senior VP& GM

KDDI'sNon—Executive Directors —
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Independent Director
Independent .
Bt 1/27 Resign

Non-Executive Director

Takuro Awazu

Daniel Kung

Executive Director &

Shinichi Suzukawa Vice Chairman

Executive Director
& Vice Chairman
& GEO

Executive Director

Executive Director & Vice Chairman

Iwao Oishi

Nakanishi
Nagashima
Tajima ‘
Nosaka —‘
Miwa | | \
Shiozaki
Hatakeyama
Hosoi ‘
Matsuda
Uchimura ‘
Nobuhara ‘




€ Board members history
From FY 2002 to FY 2015

Name FY 2002 [FY 2003 |FY 2004 [FY 2005 |FY 2006 |FY 2007 |FY 2008 |FY 2009 |FY 2010 |FY 2011 |FY 2012 |FY 2013 |FY 2014 |FY 2015
Emmy Wu ‘ 5 ‘ 5 ‘ | ‘

Phung Nhuong Giang
Jismyl Teo

Jim Cheung Chung Wah
Foo Meng Tong

Mark Wang Yat—Yee
Derek Peter Althorp
Thian Nie Khian
Shinichi Suzukawa
Iwao Qishi

Masaaki Nakanishi

Akio Nozaka
|IShigenobu Hatakeyama
Yasunori Matsuda
Kazuo Miwa

Kenichiro Uchimura
Takuro Awazu

Takashi Nagashima
Daniel Kung

Hidehiko Tajima
Masatoshi Nobuhara
Yasuhiko Shiozaki

ED: Executive Director
NED: Non—Executive Director



¢ Committee members history

@ AC _member history

Name

Foo Meng Tong

Mark Wang Yat-Yee

Emmy Wu

Jim Cheung Chung Wah

FY 2002 |FY 2003 |FY 2004

FY 2005 |FY 2006 |FY 2007 |FY 2008 |FY 2009 [FY 2010 [FY 2011

Thian Nie Khian

Shigenobu Hatakeyama

FY 2012 |FY 2013 |FY 2014 |FY 2015

Kenichiro Uchimura

Takuro Awazu

Shinichi Suzukawa

Daniel Kung

Masatoshi Nobuhara

@ RC member history

Name

Jim Cheung Chung Wah

Foo Meng Tong

Mark Wang Yat-Yee

Thian Nie Khian

FY 2002 |FY 2003 |FY 2004

FY 2005 [FY 2006 [FY 2007 |FY 2008 |FY 2009

M ki Nakanishi

Takuro Awazu

Takashi Nagashima

Shinichi Suzukawa

Daniel Kung

Hidehiko Tajima

@ NC member history

Name

Foo Meng Tong

Mark Wang Yat-Yee

Emmy Wu

Yasunori Matsuda

FY 2002 |FY 2003 [FY 2004

FY 2005 |FY 2006 |FY 2007 [FY 2008 |FY 2009 |FY 2010 |FY 2011

FY 2012 |FY 2013 |FY 2014 |FY 2015

Masaaki Nakanishi

Takuro Awazu

Takashi Nagashima

Shinichi Suzukawa

Daniel Kung

Hidehiko Tajima
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The assumption of financial statements summary without the Transaction in Question

If the Company excludes the Transactions in Question from the financial statements of the Company for 6 financial years ended 31 December 2015,
the Company would not be able to create profit.

Below are the summary of Sales and Profit of 6 financial years ended 31 December 2015, figures herein are set out with the assumption that the
Transactions in Question are excluded. Based on the figures below:

B There is a cumulative loss of US$ 93 million from FY 2010 to FY 2015.
B No profit was made by the Company.

1. Original : Including Transactions in Question

(Mil Uss) 2010 2011 2012 2013 2014 2015 6 years total
Sales 271 336 380 396 374 130 1,886
Gross Profit 62 75 87 92 83 30 428
PBT 18 21 26 27 27 -26 92

2. Substantial* : Excluding Transactions in Question

(Mil USs) 2010 2011 2012 2013 2014 2015 6 years total
Sales 102 152 153 139 126 103 774
Gross Profit 9 23 27 23 35 30 148
PBT =19 -14 -16 =26 -6 =10 -93
3. Variance : Transactions in Question

(Mil USs) 2010 2011 2012 2013 2014 2015 6 years total
Sales 169 184 226 257 249 27 1,112
Gross Profit 52 52 60 69 48 0 281
PBT 37 35 42 53 33 -16 185
* Excluding;

Estimated (1) Sales, (2) Cost of sales, (3) Depreciation and Amortization of the Transactions in Question.

Note: Figures in 2014 and 2015 are unaudited number. These figures are not reviewed by external auditor.



Below are the summary of Cash Flow statement of the Company for 6 financial years ended 31 December 2015, figures herein are set out with the
assumption that the Transactions in Question are excluded and that the depleted cash flow was due to the continuous mismanagement of huge amount
of expenses. Based on the figures below:

B US$ 138 million cash was flowed away from FY 2010 to FY 2015.

B The accumulated loss of US$134 million in Free Cash Flow was due to unprofitable operation.

1. Original : Including Transactions in Question

{Mil Uss) 2011 2012 2013 2014 2015 6 years total
PBT 18 21 26 27 27 -26 92
AR+OR -b4 -52 -51 -37 -35 -23 -262
AP+OP 10 15 12 -3 -3 33
Operating CF -25 -3 1 ] 21 -24 -36
Investing CF -50 -28 -5 -2 -19 5 -99
FCF -75 -31 -4 -8 2 -19 -134
Financing CF 5 -3 -2 B -1 -7 -3
Increase/Decrease -68 -34 -7 -3 1 -27 -138

2. Substantial

(Mil US$) 2015 6 years total

PBT

AR+OR
AP+OP
Operating CF

Investing CF
FCF
Financing CF

53]
|
wafl
[oN (N
|
|

Increase/Decrease -6

OR. : Other Receivables
OP : Other Payables

Note: Figures in 2014 and 2015 are unaudited number. These figures are not reviewed by external auditor.
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Below are the summary of AR, AP and fixed assets of the Company for 6 financial years ended 31 December 2015, figures herein are set out with the

assumption that the Transactions in Question are excluded. Based on the figures below:

It is highly likely that there is no substantiality of AR nor Capital Expenditure for the fixed assets.

B AR has been expanded by Transactions in Question

Intangible Assets have been acquired by mostly Transaction in Question

1. Original : Including Transactions in Question

(Mil US$) 2010 2011 2012 2013 2014 2015
AR+OR balance 207 259 310 342 378 399
AP+OP balance 32 47 59 55 57 53
Tangible fixed assets 11 12 11 10 12 8
Intangible fixed assets 23 25 26 25 24 12
2. Substantial : Excluding Transactions in Question

(Mil US$) 2010 2011 2012 2013 2014 2015
AR+OR balance 37 57 58 58 49 49
AP+QOP balance 30 46 51 49 57 48
Tangible fixed assets 3 3 3 3 5 5
Intangible fixed assets 2 1 1 2 3 3
3. Variance : Transactions in Question

(Ml US$) 2010 2011 2012 2013 2014 2015
AR+OR balance 170 202 252 284 329 351
AP+OP balance 2 0 8 [S) 0 5
Tangible fixed assets 8 9 8 7 7 3
Intangible fixed assets 21 23 24 23 21 10

OR : Other Receivables
QP : Other Payables

Note: Figures in 2014 and 2015 are unaudited number. These figures are not reviewed by external auditor.
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€ DMX Group Structure

DMK
100%
DMXIBWVILtd.
B9.88% oB.50% 100% 100 100% o050 20005 100 100% 100% BO% 100%
DM DMLY
BEE Mediasoft Lotum Tachnologies OMX MAX Packat DMX PTPacket | | 1ochnologias
DM China DMX Hong Kong DMX Macao Limited 1MP Limited Technology (India) P e to Tachnologies (Malaysia) Sdn Technologies Systems (8! }&
Limited nea T Sdn Bhd Bhd Korea Co. Ltd Indonesia pore) ke
Ltd Ltd
100% Domesticaly—funded sntarprise Diomestically-fundsd enterpriss Diomestically—funded anterpriss
B“;:!“‘ Dhx iMP Beijing AVN
DMX Bejing m‘r"mﬂ::jin Technology Film
Tocohogy Beijjing Limited Development
Limited
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