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July 29, 2019
Dear Shareholders,
The directors of Sarment Holding Limited (“SAIS” or the “Company”) cordially invite you to attend the annual
general and special meeting (the “Meeting”) of the shareholders of the Company (the “Shareholders”) to be held at
14 Saint Georges Street, London, W1S 1FE, United Kingdom at 2:00 p.m. (London time) on August 30, 2019.
At the Meeting, Shareholders will be asked to, among other things, pass an ordinary resolution approving a transaction
which involves, among other things, the transfer of Sarment Wine & Spirits Holding Pte. Ltd. (“Spinco”), to certain
shareholders of the Company (together, the “Transaction”). Prior to the Transaction, the Company will execute a
reorganization of the business of the Company through the transfer of certain assets of the Company, being its wine
and spirits distribution business (including all existing shareholder loans payable by the Company) (the “Transferred
Business”) to Spinco and through the transfer of certain assets (other than the Transferred Business) to Kaddra Pte.
Ltd. and Kaddra IP Holding Pte Ltd., the Company’s wholly-owned subsidiaries operating its technology and digital
media business.
Upon completion of the Transaction, the Company will continue to hold through Kaddra Pte. Ltd. and Kaddra IP
Holding Pte. Ltd. focus on “KADDRA”, its Customer Experience Management (“CEM”) platform, and digital media
and services and retain approximately US$83,000 in working capital. Spinco will hold all of the Transferred Business.
Detailed information in respect of matters contemplated by the Transaction is set out in the attached Information
Circular and documents available electronically under the Company’s profile on the SEDAR website at
www.sedar.com. You should carefully consider all of the information in the Information Circular and consult your
financial, legal or other professional advisors if you require assistance.
On May 17, 2019, the board of directors of the Company (the “Board”) appointed a special committee consisting of
independent director Kenneth Robertson (the “Special Committee”), being the sole independent director of the
Company without an interest in the Transaction, to supervise the negotiation of the Transaction and to make a
recommendation to the Board. After a thorough and careful review and consideration of the best interests of the
Company, the terms of the Transaction and its impact on the Shareholders and the Company’s other stakeholders, the
Special Committee has unanimously concluded that the consideration to be received by the Company pursuant to the
Transaction is fair to the Shareholders (other than the Shareholders who are expected to be purchasers of Spinco) and
that the Transaction is in the best interest of the Company. Accordingly, the Special Committee unanimously
recommended that the Board recommend that Shareholders vote in favour of the Transaction.
ON THE UNANIMOUS RECOMMENDATION OF THE SPECIAL COMMITTEE, THE BOARD
UNANIMOUSLY RECOMMENDS THAT THE SHAREHOLDERS VOTE FOR THE SPECIAL
RESOLUTION APPROVING THE TRANSACTION
To be effective, the Transaction must be approved by: (i) an ordinary resolution passed by at least a simple majority of
the votes cast by Shareholders present in person or represented by proxy at the Meeting, which holders are entitled to
one vote for each ordinary share of the Company (an “Ordinary Share”) held; and (ii) a simple majority of the votes
cast by Shareholders present in person or represented by proxy at the Meeting, excluding the votes cast by such
Shareholders as are required to be excluded pursuant to Multilateral Instrument 61-101 – Protection of Minority
Shareholders in Special Transactions.
Further, as Mark Joseph Irwin is expected to become a new “control person” of the Company (within the meaning of
the TSX Venture Exchange rules) as a result of the completion of the Transaction, Shareholders will also be asked to
approve an ordinary resolution passed by a simple majority of the votes cast by Shareholders present in person or
represented by proxy at the Meeting, excluding the votes cast by such Shareholders as are required to be excluded
pursuant to the rules and policies of the TSX Venture Exchange (“TSX-V”).
Your vote is important regardless of the number of Ordinary Shares that you own. If you are a registered holder of
Ordinary Shares, we encourage you to take the time now to complete, sign, date and return the enclosed form of proxy

by no later than 2:00 p.m. (London time) on August 27, 2019, to ensure that your shares are voted at the Meeting in
accordance with your instructions, whether or not you are able to attend in person. If you hold your shares through a
broker or other intermediary, you should follow the instructions provided by your broker or other intermediary to vote
your shares.
We would like to thank all our Shareholders for their support as we proceed with this important step towards the
advancement of “KADDRA”, our CEM platform, and digital media and services, as more particularly described in
the accompanying Information Circular.
The Transaction is expected to close on September 2, 2019, subject to obtaining all required approvals and consents,
including the final approval of the TSX-V, as well as satisfying all required closing conditions.
Sincerely,
“Bertrand Faure Beaulieu”
Bertrand Faure Beaulieu
Founder and Chairman of the Board of Directors

SARMENT HOLDING LIMITED
(incorporated in the Republic of Singapore)
(Company Registration No: 201803141W)
NOTICE OF ANNUAL GENERAL AND SPECIAL MEETING
NOTICE IS HEREBY GIVEN that the Annual General and Special Meeting (the “Meeting”) of SARMENT
HOLDING LIMITED (“SAIS” or the “Company”) will be held at 14 Saint Georges Street, London, W1S 1FE, United
Kingdom on August 30, 2019 at 2:00 p.m. (London Time) for the following purposes:
AS ORDINARY BUSINESS
1.

To receive and adopt the Directors’ Statement and the Audited Financial Statements of the Company for the
financial year ended 31 December 2018 together with the Auditor’s Report thereon.

2.

To approve Directors’ fees for the financial year ending 31 December 2019 as follows:

(Resolution 1)

Type of Fee
Annual Board Retainer
Committee Retainer

Meeting Fees

Board Member
Independent Lead Director
Audit Committee Chair
Compensation Committee Chair
Nomination and Governance Committee Chair
Committee Membership
Board/Committee Meeting

Amount
(US$)(1)
75,000
Nil
20,000
5,000
Nil
Nil
Nil

Note: (1) Compensation will be made up entirely of restricted share units issued in accordance with the RSU Plan (as defined below).

(Resolution 2)
3.

To re-elect Mr. Bertrand Faure Beaulieu who is retiring pursuant to the Constitution of the Company and
who, being eligible, offers himself for re-election.
(Resolution 3)

4.

To re-elect Mr. Quentin Chiarugi who is retiring pursuant to the Constitution of the Company and who, being
eligible, offers himself for re-election.
(Resolution 4)

5.

To re-elect Mr. Mark Joseph Irwin who is retiring pursuant to the Constitution of the Company and who,
being eligible, offers himself for re-election
(Resolution 5)

6.

To re-elect Mr. Kenneth Robertson who is retiring pursuant to the Constitution of the Company and who,
being eligible, offers himself for re-election.
(Resolution 6)

7.

To re-appoint Ernst & Young LLP as the Auditor of the Company for the ensuing year and to authorize the
Directors of the Company to fix its remuneration.
(Resolution 7)

8.

To transact any other ordinary business including without limitation such amendments or variations to any
of the foregoing resolutions, which may be properly transacted at the Meeting of the Company and any
postponement or adjournment thereof.

AS SPECIAL BUSINESS
To consider and if thought fit, to pass the following resolutions as ordinary resolutions, with or without any
modifications:
9.

10.

To approve the creation of Mark Joseph Irwin as a “Control Person” of the Company, in accordance with the
applicable rules and policies of the TSX Venture Exchange, as more particularly described and set forth in
the Information Circular.
(Resolution 8)
To approve a transaction under Singapore Law among the Company and certain of its shareholders for the
purposes of undertaking the sale of the Company’s traditional wine and spirits distribution business, as more
particularly described and set forth in the Information Circular. This will involve, among other things:
(a)

the sale of 100% of the shares in Sarment Wine & Spirits Holding Pte. Ltd. (“Spinco”), a wholly
owned subsidiary of the Company which holds the Company’s traditional wine and spirits
distribution business, to certain shareholders of the Company; and

(b)

in connection therewith, the novation and transfer of certain convertible loan agreements, including
the Company’s obligation to repay such loans, entered into between the Company and certain
shareholders from the Company to Spinco.
(Resolution 9)

To consider and if thought fit, to pass the following resolution as a special resolution, with or without any
modifications:
11.

To approve the change of name of the Company from “Sarment Holding Limited” to “SAIS Limited”, or
such other name that the Board of Directors deems appropriate, as more particularly described and set forth
in the Information Circular.
(Resolution 10)

For the full text of each of the foregoing resolutions, see Schedule “A” attached to the Information Circular.
By Order of the Board
“Bertrand Faure Beaulieu”
Bertrand Faure Beaulieu
Chairman
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GENERAL INFORMATION
The information contained in this information circular (the “Information Circular”) is given as at July 29, 2019,
except where otherwise noted. In this Information Circular, references to “SAIS”, “the Company”, “we” and “our”
refer to Sarment Holding Limited.
FORWARD-LOOKING INFORMATION
Certain statements herein and the documents available electronically under the Company’s profile on the SEDAR
website at www.sedar.com, including all statements that are not historical facts, contain forward-looking statements
and forward-looking information within the meaning of applicable securities laws. Such forward-looking statements
or information include, but are not limited to, statements or information with respect to: anticipated taxes, the
completion and proposed terms of, and matters relating to, the Transaction and the expected timing related thereto,
the expected operations, financial results and condition of SAIS’ following the Transaction, SAIS’ future objectives
and strategies to achieve those objectives, the future prospects of SAIS following the Transaction, the estimated cash
flow, capitalization and adequacy thereof for SAIS following the Transaction, the expected benefits of the Transaction
to Shareholders and to SAIS, the anticipated effects of the Transaction, the estimated costs of the Transaction, the
satisfaction of the conditions to consummate the Transaction, as well as other statements with respect to management’s
beliefs, plans, estimates and intentions, and similar statements concerning anticipated future events, results,
circumstances, performance or expectations that are not historical facts. Forward-looking statements or information
also includes information contained in pro forma financial statements.
Often, but not always, forward-looking statements or information can be identified by the use of words such as “plans”,
“expects” or “does not expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”,
“anticipates” or “does not anticipate” or “believes” or variations of such words and phrases or statements that certain
actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. With respect to
forward-looking statements and information contained herein, we have made numerous assumptions including among
other things, the anticipated approval of the Transaction by Shareholders, the anticipated receipt of any required third
party and regulatory approvals and consents (including the final approval of the TSX Venture Exchange (“TSX-V”)),
the expectation that the Transaction will be completed as contemplated by the Transaction Agreement and the
expectation that no event, change or other circumstance will occur that could give rise to the termination of the
Transaction Agreement, that no unforeseen changes in the legislative and operating framework for the business of
SAIS will occur, that SAIS will meet its future objectives and priorities, that Sarment will have access to adequate
capital to fund its future projects and plans, that SAIS’ future projects and plans will proceed as anticipated, as well
as assumptions concerning general economic and industry growth rates, commodity prices, currency exchange and
interest rates and competitive intensity. Although our management believes that the assumptions made and the
expectations represented by such statement or information are reasonable, there can be no assurance that a forwardlooking statement or information referenced herein will prove to be accurate. Forward-looking statements and
information by their nature are based on assumptions and involve known and unknown risks, uncertainties and other
factors that may cause our actual results, performance or achievements, or industry results, to be materially different
from any future results, performance or achievements expressed or implied by such forward-looking statement or
information. Such risks, uncertainties and other factors include, among other things, the following: conditions
precedent or approvals required for the Transaction not being obtained; the potential benefits of the Transaction not
being realized; the risk of tax liabilities as a result of the Transaction, and general business and economic uncertainties
and adverse market conditions; the potential for the trading price of Ordinary Shares after the Transaction being less
than the trading price of Ordinary Shares immediately prior to the Transaction; SAIS’ ability to delay or amend the
implementation of all or part of the Transaction or to proceed with the Transaction even if certain consents and
approvals are not obtained on a timely basis; the reduced business diversity of SAIS following the Transaction; the
costs related to the Transaction that must be paid even if the Transaction is not completed; obtaining approvals and
consents, or satisfying other requirements, necessary or desirable to permit or facilitate completion of the Transaction;
global financial markets, general economic conditions, competitive business environments, and other factors may
negatively impact SAIS’ financial condition; future factors that may arise making it inadvisable to proceed with, or
advisable to delay, all or part of the Transaction, as well as those factors discussed under “Risk Factors to the
Transaction” herein and under “Risk Factors” in Schedule “F”.
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Readers should also refer to the Company’s final prospectus dated July 26, 2018 and the Company’s most recent
quarterly and annual Management’s Discussion and Analysis (“MD&A”) for additional information on risks and
uncertainties relating to forward-looking statements and information and which are available under SAIS’ profile on
SEDAR at www.sedar.com. Although we have attempted to identify factors that would cause actual actions, events
or results to differ materially from those disclosed in the forward-looking statements or information, there may be
other factors that cause actions, events or results not to be as anticipated, estimated or intended. Also, many of the
factors are beyond the control of the Company. Accordingly, readers should not place undue reliance on forwardlooking statements or information. The Company undertakes no obligation to reissue or update any forward-looking
statements or information as a result of new information or events after the date hereof except as may be required by
law. All forward-looking statements and information herein and the documents available electronically under the
Company’s profile on the SEDAR website at www.sedar.com are qualified by this cautionary statement.
CURRENCY AND EXCHANGE RATE INFORMATION
All dollar amounts set forth in this Information Circular are in United States dollars except where otherwise indicated.
All references to “$”, “dollars”, “US$”, “$US”, “USD$” and “USD” mean United States dollars, all references to
“C$”, “CAD” and “Canadian dollars” mean Canadian dollars, all references to “Euros”, “EUR” or “€” mean Euros
and all references to “S$” mean Singapore dollars.
The following table sets forth, for the periods indicated, the high, low, average and period-end rates of exchange for
one US dollar, expressed in Canadian dollars, published by the Bank of Canada (in the case of the rates for the year
ended December 31, 2016, based on the noon rates as reported by the Bank of Canada and, in the case of rates for
2017 and 2018, based on the daily average rates as reported by the Bank of Canada as being in effect at approximately
4:30 p.m. (Eastern time) on each trading day).

Highest rate during the period
Lowest
period rate during the period
Average rate for the period
Rate at the end of the period

Year ended December 31
2017
1.3743
1.2128
1.2986
1.2545

2018
1.3642
1.2288
1.2957
1.3642

2016
1.4589
1.2544
1.3248
1.3427

On July 29, 2019, the indicative rate of exchange posted by the Bank of Canada for conversion of U.S. dollars into
Canadian dollars was US$1.00 equals C$1.3159. No representation is made that Canadian dollars could be converted
into U.S. dollars at that rate or any other rate.
The following table sets forth, for the periods indicated, the high, low, average and period-end rates of exchange for
one Euro, expressed in Canadian dollars, published by the Bank of Canada (in the case of the rates for the year ended
December 31, 2016 based on the noon rates as reported by the Bank of Canada and, in the case of rates for 2017 and
2018, based on the daily average rates as reported by the Bank of Canada as being in effect at approximately 4:30 p.m.
(Eastern time) on each trading day).

Highest rate during the period
Lowest
period rate during the period
Average rate for the period
Rate at the end of the period

Year ended December 31
2017
1.5330
1.3832
1.4650
1.5052

2018
1.6124
1.4791
1.5302
1.5613

2016
1.5928
1.3885
1.4660
1.4169

On July 29, 2019, the indicative rate of exchange posted by the Bank of Canada for conversion of Euros into Canadian
dollars was €1.00 equals C$1.4653. No representation is made that Canadian dollars could be converted into Euros at
that rate or any other rate.
The following table sets forth, for the periods indicated, the high, low, average and period-end rates of exchange for
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one Singapore dollar, expressed in Canadian dollars, published by the Bank of Canada (in the case of the rates for the
year ended December 31, 2016, based on the noon rates as reported by the Bank of Canada and, in the case of rates
for 2017 and 2018, based on the daily average rates as reported by the Bank of Canada as being in effect at
approximately 4:30 p.m. (Eastern time) on each trading day).

Highest rate during the period
Lowest
period rate during the period
Average rate for the period
Rate at the end of the period

Year ended December 31
2017
0.9835
0.9014
0.9404
0.9387

2018
1.0011
0.9317
0.9607
1.0011

2016
1.0138
0.9197
0.9596
0.9281

On July 29, 2019, the indicative rate of exchange posted by the Bank of Canada for conversion of Singapore dollars
into Canadian dollars was S$1.00 equals C$0.9599. No representation is made that Canadian dollars could be
converted into Singapore dollars at that rate or any other rate.
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RISK FACTORS
In evaluating the Transaction, you should carefully consider, in addition to the other information contained in this
Information Circular, the risks and uncertainties described in this Information Circular under “Risk Factors to the
Transaction” before deciding to vote in favour of the Transaction. In addition to the risk factors relating to the
Transaction, Shareholders should also carefully consider the risk factors relating to the Company’s business
following the Transaction as described under “Risk Factors” in Schedule “F”, which risk factors should be
considered in conjunction with the other information included in this Information Circular and the documents
available electronically under the Company’s profile on the SEDAR website at www.sedar.com. While this
Information Circular has described the risks and uncertainties that management of the Company believes to be
material to the Company’s business as at the date of this Information Circular, and therefore the value of their
Ordinary Shares, it is possible that other risks and uncertainties affecting the Company’s business will arise or
become material in the future.
INFORMATION CONCERNING THE COMPANY POST-TRANSACTION
The Company, a company organized pursuant to the laws of Singapore, is a reporting issuer in the following
Canadian jurisdictions: British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick, Nova
Scotia, Prince Edward Island, Newfoundland, Northwest Territories, Yukon, Nunavut. The Ordinary Shares are
currently listed for trading on the TSX-V. Schedule “F” to the Information Circular describes the proposed
business of the Company post-Transaction, and should be read together with the financial statements of the
Company, the pro forma financial statements of the Company contained in Schedule “D” to the Information
Circular and other documents available electronically under the Company’s profile on the SEDAR website at
www.sedar.com. See “Information Pertaining to the Company” in the Information Circular.
SELECTED UNAUDITED PRO FORMA FINANCIAL INFORMATION
Schedule “D” to this Information Circular contains unaudited pro forma financial information for the Company
giving effect to the Transaction which have not been reviewed or audited by the Company’s auditors. The
unaudited pro forma balance sheet for the Company has been prepared on the basis that the Transaction occurred
on March 31, 2019. The unaudited pro forma financial information should be read in conjunction with the audited
financial statements of the Company for the year ended December 31, 2018 and the unaudited condensed interim
financial statements for the period ended March 31, 2019, which are available on SEDAR at www.sedar.com. A
summary of the unaudited pro forma statement of financial position as at March 31, 2019 is set out below:

Current Assets ...........................................................................
Non-current Assets
Total Liabilities
...................................................................................
Shareholders’
Deficit .................................................................

March 31, 2019
(US$’000)
66
150
1,910
(1,694)

GENERAL PROXY INFORMATION
Solicitation of Proxies
This Information Circular is furnished in connection with the solicitation of proxies by the management of the
Company for use at the Meeting (and, at any adjournment thereof). While it is expected that the solicitation will
be primarily by mail, proxies may be solicited personally or by telephone by the directors, officers and regular
employees of the Company at nominal cost. All costs of solicitation will be borne by the Company.
Appointment of Proxies
The individuals named in the accompanying instrument of appointment of proxy (the “Proxy”) are directors or
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officers of the Company.
A SHAREHOLDER WISHING TO APPOINT SOME OTHER PERSON OR COMPANY (WHO NEED
NOT BE A SHAREHOLDER) TO ATTEND AND ACT FOR THE SHAREHOLDER AND ON THE
SHAREHOLDER’S BEHALF AT THE MEETING HAS THE RIGHT TO DO SO, BY INSERTING THE
DESIRED PERSON’S NAME IN THE BLANK SPACE PROVIDED IN THE PROXY.
A Proxy will not be valid unless the completed Proxy is received by TSX Trust Company (the “Transfer Agent”),
of 301 – 100 Adelaide Street West Toronto ON M5H 4H1, no later than 2:00 p.m., (London time), on August 27,
2019. In the case of a Shareholder who is an individual, a Proxy may be sent personally or by mail to the Transfer
Agent provided that the Proxy is signed by such Shareholder or his attorney (which signatures need not be
witnessed) and the Proxy is lodged together with the letter, power of attorney or a duly certified copy of same. In
the case of a Shareholder that is a corporation, a Proxy may be sent personally or by mail to the Transfer Agent
provided that such Proxy is: (i) given under such Shareholder’s common seal; (ii) signed by either a director and
secretary of the Shareholder, two directors of the Shareholder, or by a director of the Shareholder in the presence
of a witness attesting to the signature; or (iii) signed by an attorney or duly authorized officer of the Shareholder.
In addition, Proxies may also be sent by an individual or corporate Shareholder by electronic communication
provided that the Proxy is authorized by such Shareholder in such method and manner as may be approved by the
directors of the Company. In respect of the Meeting, Shareholders may electronically submit their Proxies using
the internet by going to www.voteproxyonline.com and follow the instructions on screen. You will need the 12
digit control number listed on your proxy. You do not need to return your proxy form if you vote on the internet.
Information for Non-Registered Shareholders
Only registered Shareholders or duly appointed proxyholders are permitted to vote at the Meeting. Most
Shareholders of the Company are “non-registered” Shareholders because the Ordinary Shares they own
are not registered in their names but are instead registered in the names of a brokerage firm, bank or other
intermediary or in the name of a clearing agency. Shareholders who do not hold their Ordinary Shares in
their own name (referred to herein as “Beneficial Shareholders”) should note that only registered
Shareholders may vote at the Meeting. If Ordinary Shares are listed in an account statement provided to a
Shareholder by a broker, then in almost all cases those Ordinary Shares will not be registered in such Shareholder’s
name on the records of the Company. Such Ordinary Shares will more likely be registered under the name of the
Shareholder’s broker or an agent of that broker. In Canada, the vast majority of such Ordinary Shares are registered
under the name of CDS & Co. (the registration name for The Canadian Depository for Securities, which company
acts as nominee for many Canadian brokerage firms). Ordinary Shares held by brokers (or their agents or
nominees) on behalf of a broker’s client can only be voted (for or against resolutions) at the direction of the
Beneficial Shareholder. Without specific instructions, brokers and their agents and nominees are prohibited from
voting Ordinary Shares for the brokers’ clients. Therefore, each Beneficial Shareholder should ensure that voting
instructions are communicated to the appropriate person well in advance of the Meeting.
Existing regulatory policy requires brokers and other intermediaries to seek voting instructions from Beneficial
Shareholders in advance of Shareholders’ meetings. The various brokers and other intermediaries have their own
mailing procedures and provide their own return instructions to clients, which should be carefully followed by
Beneficial Shareholders in order to ensure that their Ordinary Shares are voted at the Meeting. Often the Proxy
supplied to a Beneficial Shareholder by its broker is identical to the Proxy provided by the Company to the
registered Shareholders. However, its purpose is limited to instructing the registered Shareholder (i.e. the broker
or agent of the broker) how to vote on behalf of the Beneficial Shareholder. The majority of brokers now delegate
responsibility for obtaining instructions from clients to Broadridge Financial Solutions, Inc. (“Broadridge”).
Broadridge typically prepares a machine-readable voting instruction form, mails those forms to the Beneficial
Shareholders and asks Beneficial Shareholders to return the forms to Broadridge, or otherwise communicate
voting instructions to Broadridge (by way of the internet or telephone, for example). Broadridge then tabulates
the results of all instructions received and provides appropriate instructions respecting the voting of Ordinary
Shares to be represented at the Meeting. A Beneficial Shareholder who receives a Broadridge voting
instruction form cannot use that form to vote Ordinary Shares directly at the Meeting. The voting
instruction form must be returned to Broadridge (or instructions respecting the voting of Ordinary Shares
must be communicated to Broadridge) well in advance of the Meeting in order to have the Ordinary Shares
voted.
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Beneficial Shareholders fall into two categories – those who object to their identity being known to the issuers of
securities which they own (“Objecting Beneficial Owners”, or “OBO’s”) and those who do not object to their
identity being made known to the issuers of the securities they own (“Non-Objecting Beneficial Owners”, or
“NOBO’s”). Subject to the provision of National Instrument 54-101 – Communication with Beneficial Owners of
Securities of Reporting Issuers (“NI 54-101”) issuers may request and obtain a list of their NOBO’s from
intermediaries via their transfer agents. Pursuant to NI 54-101, issuers may obtain and use the NOBO list for
distribution of proxy-related materials directly (i.e. not via Broadridge or any other intermediary holding Ordinary
Shares on the behalf of NOBO’s) to such NOBO’s.
As the Company has decided to take advantage of the provisions of NI 54-101 that permit it to deliver proxyrelated materials directly to its NOBO’s, these securityholder materials are being sent to both registered
Shareholders and Beneficial Shareholders. If you are a Beneficial Shareholder, and the Company or its agent has
sent these materials directly to you, your name and address and information about your holdings of Ordinary
Shares have been obtained in accordance with applicable securities regulatory requirements from the intermediary
holding the Ordinary Shares on your behalf. By choosing to send these materials to you directly, the Company
(and not the intermediary holding Ordinary Shares on your behalf) has assumed responsibility for (i) delivering
these materials to you, and (ii) executing your proper voting instructions. As a result, if you are a NOBO of the
Company, you can expect to receive a scannable Voting Instruction Form (“VIF”) from the Transfer Agent.
Please complete and return the VIF to the Transfer Agent in the envelope provided or by facsimile. In addition,
internet voting can be found in the VIF. The Transfer Agent will tabulate the results of the VIF’s received
from the Company’s NOBO’s and will provide appropriate instructions at the Meeting with respect to the
Ordinary Shares represented by the VIF’s they receive.
The Company’s OBO’s can expect to be contacted by Broadridge or their brokers or their broker’s agents as set
out above.
Although Beneficial Shareholders may not be recognized directly at the Meeting for the purposes of voting
Ordinary Shares registered in the name of his broker, a Beneficial Shareholder may attend the Meeting as
proxyholder for the registered Shareholder and vote the Ordinary Shares in that capacity. Beneficial Shareholders
who wish to attend the Meeting and indirectly vote their Ordinary Shares as proxyholder for the registered
Shareholder should enter their own names in the blank space on the VIF provided to them and return the
same to their broker (or the broker’s agent) or Broadridge in accordance with the instructions provided
by such broker or Broadridge and ensure that each such Proxy appointing such Beneficial Shareholder as
proxyholder specify the number of Ordinary Shares to be represented by the Proxy.
Notwithstanding the above, please note that only a Shareholder who is a relevant intermediary may appoint more
than two proxies to attend, speak and vote at the Meeting. Under the Constitution of the Company, “relevant
intermediary” means: (a) a banking corporation licensed under the Banking Act, Chapter 19 of Singapore or a
wholly-owned subsidiary of such a banking corporation, whose business includes the provision of nominee
services and who holds shares in that capacity; (b) a person holding a capital markets services licence to provide
custodial services for securities under the Securities and Futures Act, Chapter 289 of Singapore, and who holds
shares in that capacity; or (c) the Central Provident Fund Board established by the Central Provident Fund Act,
Chapter 36 of Singapore, in respect of shares purchased under the subsidiary legislation made under the Central
Provident Fund Act, Chapter 36 of Singapore providing for the making of investments from the contributions and
interest standing to the credit of members of the Central Provident Fund, if the Central Provident Fund Board
holds those shares in the capacity of an intermediary pursuant to or in accordance with that subsidiary legislation.”
All references to Shareholders in this Information Circular and the accompanying form of Proxy and Notice of
Meeting are to Shareholders of record unless specifically stated otherwise.
Revocation of Proxies
A Shareholder who has given a Proxy may revoke it by an instrument in writing executed by the Shareholder or
by the Shareholder’s attorney authorized in writing or, if the Shareholder is a corporation, by a duly authorized
officer or attorney of the corporation, and delivered either to the registered office of the Company, at 50 Raffles
Place, #32-01 Singapore Land Tower, Singapore 048623, at any time up to and including the last Business Day
preceding the day of the Meeting or if adjourned, any reconvening thereof, or to the Chair of the Meeting on the
day of the Meeting or if adjourned, any reconvening thereof, or in any other manner provided by law. A

-6-

revocation of a Proxy does not affect any matter on which a vote has been taken prior to the revocation.
Voting of Proxies
The Ordinary Shares represented by a properly executed Proxy in favour of persons proposed by Management as
proxyholders in the accompanying Proxy will:
(a)

be voted or withheld from voting in accordance with the instructions of the person appointing the
proxyholder on any ballot that may be taken; and

(b)

where a choice with respect to any matter to be acted upon has been specified in the Proxy, be voted in
accordance with the specification made in such Proxy.

ON A POLL, SUCH SHARES WILL BE VOTED AS DIRECTED BY MANAGEMENT OF THE
COMPANY FOR EACH MATTER FOR WHICH NO CHOICE HAS BEEN SPECIFIED, OR WHERE
BOTH CHOICES HAVE BEEN SPECIFIED, BY THE SHAREHOLDER.
The enclosed Proxy when properly completed and delivered and not revoked confers discretionary authority upon
the person appointed proxy thereunder to vote with respect to amendments or variations of matters identified in
the Notice of Meeting, and with respect to other matters which may properly come before the Meeting. In the
event that amendments or variations to matters identified in the Notice of Meeting are properly brought before the
Meeting or any further or other business is properly brought before the Meeting, it is the intention of the persons
designated in the enclosed Proxy to vote in accordance with their best judgment on such matters or business. At
the time of the printing of this Information Circular, the management of the Company knows of no such
amendment, variation or other matter that may be presented to the Meeting.
Personal Data Privacy
Where a Shareholder submits an instrument appointing a proxy(ies) and/or representative(s) to attend, speak and
vote at the Meeting of the Company and/or any adjournment or postponement thereof, a Shareholder: (i) consents
to the collection, use and disclosure of the member’s personal data by the Company (or its agents) for the purpose
of the processing and administration by the Company (or its agents) of proxy(ies) and/or representative(s)
appointed for the Meeting of the Company (including any adjournment or postponement thereof) and the
preparation and compilation of the attendance lists, proxy lists, minutes and other documents relating to the
Meeting of the Company (including any adjournment or postponement thereof), and in order for the Company (or
its agents) to comply with any applicable laws, listing rules, regulations and/or guidelines (collectively, the
“Purposes”), (ii) warrants that where the member discloses the personal data of the member’s proxy(ies) and/or
representative(s) to the Company (or its agents), the member has obtained the prior consent of such proxy(ies)
and/or representative(s) for the collection, use and disclosure by the Company (or its agents) of the personal data
of such proxy(ies) and/or representative(s) for the Purposes, and (iii) agrees that the member will indemnify the
Company in respect of any penalties, liabilities, claims, demands, losses and damages as a result of the member’s
breach of warranty.
Principal Holders of Voting Securities
Issued and Outstanding Ordinary Shares: 31,794,320 Ordinary Shares
Only Shareholders of record at the close of business on July 17, 2019 who either personally attend the Meeting or
who have completed and delivered a form of proxy in the manner and subject to the provisions described above
shall be entitled to vote or to have their shares voted at the Meeting.
On a show of hands, every individual who is present and is entitled to vote as a Shareholder or as a representative
of one or more corporate Shareholders will have one vote, and on a poll every Shareholder present in person or
represented by proxy and every person who is a representative of one or more corporate Shareholders will have
one vote for each Ordinary Share. Proxyholders are not entitled to vote on a show of hands.
To the best of the knowledge of the directors and executive officers of the Company, there are no persons who,
or corporations which, beneficially own, control or direct, directly or indirectly, more than 10% of the issued and
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outstanding Ordinary Shares other than:

Name of Shareholder

Number of Ordinary Shares

El Greco International
Investments S.R.L. (“El Greco”)
Bertrand Faure Beaulieu
Mark Joseph Irwin
Claude Dauphin Estate

9,172,781

Percentage of Issued and
Outstanding Ordinary Shares
28.85%

6,352,306
4,681,463
4,580,063

19.98%
14.72%
14.41%

INTEREST OF CERTAIN PERSONS AND COMPANIES IN THE MATTERS TO BE ACTED UPON
In considering the recommendation of the board of directors of the Company (the “Board” or the “Board of
Directors”) with respect to the Transaction, Shareholders should be aware that certain members of the Board of
Directors and the Company’s management have interests in connection with the Transaction that may create actual
or potential conflicts of interest in connection with the Transaction. The independent directors of the Board and
the Special Committee were aware of these interests and considered them along with other matters described
herein when recommending approval of the Transaction by Shareholders.
Except as set out herein under “Particulars of the Matters to be Acted Upon - The Transaction” and “Particulars
of the Matters to be Acted Upon - Approval of Creation of a New Control Person”, no person who has been a
director or executive officer of the Company at any time since the beginning of the Company’s last financial year,
no proposed nominee of management of the Company for election as a director of the Company and no associate
or affiliate of the foregoing persons, has any material interest, direct or indirect, by way of beneficial ownership
or otherwise, in matters to be acted upon at the Meeting other than the approval of directors’ fees, the election of
directors, the appointment of auditors, the Transaction or the creation of a new control person of the Company.
Benefits from the Transaction
Except as otherwise described herein under “Particulars of the Matters to the Acted Upon – The Transaction –
Minority Approval”, none of the Company and, after reasonably enquiry, no director or officer of the Company,
associate or affiliate of an insider of the Company, associate or affiliate of the Company, insider of the Company
(other than a director or officer of the Company), or any person acting jointly or in concert with the Company,
will receive any direct or indirect benefit from voting for or against the Transaction.
COMMITMENTS TO ACQUIRE SECURITIES OF THE ISSUER
Except as set out herein, none of the Company and, after reasonably enquiry, no director and officer of the
Company, associate or affiliate of an insider of the Company, associate or affiliate of the Company, insider of the
Company (other than a director or officer of the Company), and person acting jointly or in concert with the
Company has made any agreement, commitment or understanding to acquire securities of the Company. See
“Particulars of the Matters to be Acted Upon - The Transaction” for more information.
ELECTION OF DIRECTORS
Directors who are appointed by other directors will have their directorships expire at the next annual general
meeting of the Company. Directors appointed by the Company by ordinary resolution of the Shareholders shall
hold office for a term not exceeding 12 months and such term will generally expire at the time of the next annual
general meeting.
Management of the Company proposes to nominate the persons listed below for election as directors. Information
concerning such persons, as furnished by the individual nominees as at the date hereof, is as follows:
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Name, Position(s) with
(1)

the Company and
Province or State and
Country of Residence
Bertrand
Faure
Beaulieu(6) Hong Kong,
Hong Kong
Quentin Chiarugi(7)
Singapore, Singapore
Mark Irwin(4) (5) (6)
London, United
Kingdom

Kenneth Robertson(4) (5)
(6)

Vancouver, British
Columbia, Canada

Date first(2)became a
director

Present and Principal
Occupation during the

Number of and
Percentage of Shares
Beneficially Owned or
Over which Control or
Direction is Exercised(3)

(1)

Past 5 Years
Founder and
Chairman of the
Company
Chief Executive
Officer of the
Company
Director of the
Trafigura Group, one of
the largest physical
commodities trading
groups in the world.
Director of Avcorp
Industries Inc., a supplier
of system integrated
metallic, composite and
hybrid aerostructure
components and
assemblies.

Total:

June 6, 2018

January 24, 2018

June 6, 2018

March 27, 2019

6,352,306 (19.98%)
469,506 (1.48%)

4,681,463 (14.72%)

Nil

11,503,275 (36.18%)

Notes:
(1)
The information as to place of residence and principal occupation, not being within the knowledge of the
Company, has been furnished by the respective directors individually.
(2)
Directors appointed by the Company by ordinary resolution of the Shareholders shall hold office for a
term not exceeding 12 months and such term will generally expire at the time of the next annual general meeting.
All officers hold office at the pleasure of the board.
(3)
Shares beneficially owned, controlled or directed, directly or indirectly as of the date hereof, based upon
information provided to the Company by the respective director. Unless otherwise indicated, such shares are held
directly.
(4)
Members of the Audit Committee
(5)
Members of the Compensation Committee
(6)
Members of the Nomination and Governance Committee
(7)
As at the date of this Information Circular, Giulio Figarolo di Gropello is a member of the Audit
Committee and Compensation Committee but will be resigning from the Board (and will therefore cease to be a
member of the Audit Committee and the Compensation Committee) as at the date of the Meeting. If Quentin
Chiarugi is re-elected to the Board by the Shareholders at the Meeting, the Company expects to appoint Quentin
Chiarugi to the Company’s Audit Committee and Compensation Committee. See “Reliance on Certain
Exemptions” below.
The Board of Directors of the Company recommends that Shareholders vote FOR each of the nominees herein
listed pursuant to Regulation 88 of the Constitution of the Company. Unless otherwise instructed, the persons
named in the accompanying proxy intend to vote FOR each of the nominees listed herein pursuant to
Regulation 88 of the Constitution of the Company.
To the knowledge of the Company, no proposed director:
(a) is, as at the date of the Information Circular, or has been, within 10 years before the date of the
Information Circular, a director, chief executive officer or chief financial officer of any company
(including the Company) that:
(i) was the subject, while the proposed director was acting in the capacity as director, chief
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executive officer or chief financial officer of such company, of a cease trade or similar order or
an order that denied the relevant company access to any exemption under securities legislation,
that was in effect for a period of more than 30 consecutive days (collectively, an “Order”); or
(ii) was subject to an Order that was issued after the proposed director ceased to be a director, chief
executive officer or chief financial officer but which resulted from an event that occurred while
the proposed director was acting in the capacity as director, chief executive officer or chief
financial officer of such company;
(b) is, as at the date of this Information Circular, or has been within 10 years before the date of the
Information Circular, a director or executive officer of any company (including the Company) that, while
that person was acting in that capacity, or within a year of that person ceasing to act in that capacity,
became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was
subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver,
receiver manager or trustee appointed to hold its assets;
(c) has, within the 10 years before the date of this Information Circular, become bankrupt, made a proposal
under any legislation relating to bankruptcy or insolvency, or become subject to or instituted any
proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or trustee
appointed to hold the assets of the proposed director;
(d) has been subject to any penalties or sanctions imposed by a court relating to securities legislation or by
a securities regulatory authority or has entered into a settlement agreement with a securities regulatory
authority; or
(e) has been subject to any penalties or sanctions imposed by a court or regulatory body that would likely be
considered important to a reasonable securityholder in deciding whether to vote for a proposed director.
The foregoing information, not being within the knowledge of the Company, has been furnished by the respective
proposed directors.
EXECUTIVE COMPENSATION
Unless otherwise noted, the following information is for the Company’s last completed financial year ended
December 31, 2018.
Named Executive Officers
For the purposes of this Information Circular, the following terms are defined as follows:
(a) “CEO” means each individual who served as chief executive officer of the Company or acted in a similar
capacity during the most recently completed financial year.
(b) “CFO” means each individual who served as chief financial officer of the Company or acted in a similar
capacity during the most recently completed financial year.
(c) “executive officer” means the chair, a vice-chair, the president, a vice-president in charge of a principal
business unit, division or function of the Company (including sales, finance or production) and any
officer of the Company or a subsidiary who performs a policy-making function in respect of the
Company.
(d) “Named Executive Officer” means:
(i) each CEO and CFO;
(ii) each of the Company's three most highly compensated executive officers, other than the CEO
and CFO, who were serving as executive officers at the end of the most recently completed
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financial year and whose total salary and bonus exceeded $150,000; and
(iii) any additional individuals who would have been included in (ii) except that the individual was
not serving as an officer of the Company at the end of the most recently completed financial
year.
At the end of the Company's most recently completed financial year, the Company had five Named Executive
Officers: Bertrand Faure Beaulieu, the Company’s Chairman, Quentin Chiarugi, the Company’s CEO, Togi
Gouw, the Company’s CFO, Will Beattie, the Company’s Chief Technology Officer and Michael Hardman, the
Company’s Chief Creative Officer. There were no other executive officers of the Company, or other individuals
that served as executive officers, whose total compensation exceeded $150,000 during the three most recently
completed financial years.
Director and Named Executive Officer Compensation, Excluding Compensation Securities
The following table sets forth all compensation paid, payable, awarded, granted, given, or otherwise provided,
directly or indirectly by the Company or a subsidiary of the Company (excluding compensation securities) to each
Named Executive Officer and each director of the Company for the financial year ended December 31, 2018.

Table of compensation excluding compensation securities
Name
and
position

Year

Salary,
consulting
fee,
retainer or
commission
($)

Bonus
($)

Committee
or meeting
fees
($)

Value of
perquisites
($)

Value of all
other
compensation
($)

Total
compensation
($)

Bertrand Faure
Beaulieu(1)
Director and
Chairman
Quentin
Chiarugi(1)
Director and
CEO
Togi Gouw
CFO

2018

240,000

Nil

Nil

38,100

Nil

717,413

2018

339,147

Nil

Nil

Nil

Nil

778,460

2018

299,231

95,906

Nil

Nil

Nil

395,137

Will Beattie
Chief
Technology
Officer
Michael
Hardman
Chief Creative
Officer
Robert Wolf
Director
Giulio Figarolo
di Gropello
Director
Mark Irwin
Director

2018

253,796

38,362

Nil

Nil

Nil

292,158

2018

239,764

76,724

Nil

Nil

Nil

316,488

2018

Nil

Nil

36,164

Nil

Nil

36,164

2018

Nil

Nil

27,123

Nil

Nil

27,123

2018

Nil

Nil

27,123

Nil

Nil

27,123

Notes:
(1)

As Named Executive Officers, Bertrand Faure Beaulieu and Quentin Chiarugi do not and will not
receive compensation for their services as directors and their compensation information reflects
compensation for services as Name Executive Officers of the Company.
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Stock Options and Other Compensation Securities
The following table sets out all compensation securities granted or issued to each director and Named Executive
Officer by the Company for the year ended December 31, 2018 for services provided or to be provided, directly
or indirectly, to the Company:

Compensation Securities
Name
and
position

Type of
compensation
security (1)

Number of
compensation
securities,
number of
underlying
securities, and
percentage of
class

Date
of
issue
or
grant

Issue,
conversion or
exercise
price
($)

Closing
price of
security or
underlying
security on
date of
grant
($)

Closing
price of
security or
underlying
security at
year end
($)

Expiry
Date

Bertrand
Faure
Beaulieu
Director and
Chairman
Quentin
Chiarugi
Director and
CEO

Ordinary Shares
(IPO Bonus
shares)

181,726

August
21, 2018

N/a

C$3.30

C$2.70

N/A

Ordinary Shares
(IPO Bonus
shares)

181,726

August
21, 2018

N/a

C$3.30

C$2.70

N/a

Togi Gouw
CFO
Will Beattie
Chief
Technology
Officer
Michael
Hardman
Chief
Creative
Officer

N/a

Nil

N/a

N/a

N/a

N/a

N/a

N/a

Nil

N/a

N/a

N/a

N/a

N/a

N/a

Nil

N/a

N/a

N/a

N/a

N/a

Robert Wolf
Director
Giulio
Figarolo
di Gropello
Director
Mark Irwin
Director

N/a

Nil

N/a

N/a

N/a

N/a

N/a

N/a

Nil

N/a

N/a

N/a

N/a

N/a

N/a

Nil

N/a

N/a

N/a

N/a

N/a

Notes:
(1)

IPO bonus shares granted are ordinary shares without vesting condition or any restrictions

Exercise of Compensation Securities by Directors and Named Executive Officers
No director or Named Executive Officer of the Company exercised compensation securities during the most
recently completed financial year.
External Management Companies
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No external management company employs or retains any of the Named Executive Officers or directors of the
Company and the Company has not entered into an understanding, arrangement or agreement with any external
management company to provide executive management services to the Company.
Restricted Share Unit Plan
On July 25, 2018, our Board approved the Restricted Share Unit Plan (the “RSU Plan”), pursuant to which we
are able to issue share-based compensation in the form of Restricted Share Units (“RSUs”) to our employees,
officers, directors, and consultants. The shareholders of the Company approved the RSU Plan pursuant to a
resolution dated August 3, 2018. The following discussion is qualified in its entirety by the text of the RSU Plan.
The granting of RSUs (“Grants”) is intended to motivate our employees, officers, directors and consultants to
deliver long-term shareholder value, to provide them with a sense of ownership and to provide retention
incentives. The terms and conditions attached to the Grants are determined by our Board, in its sole discretion.
The Board has the power and discretionary authority to determine the terms and conditions of the Grants, including
the individuals who will receive the Grants, the number of RSUs subject to each Grant, the limitations or
restrictions on vesting of Grants, acceleration of vesting or the waiver of forfeiture or other restrictions on Grants,
the form of consideration payable on settlement of RSUs and the timing of the Grants. The Board also has the
power to establish procedures for payment of withholding tax obligations with cash.
Subject to compliance with applicable laws, rules and regulations (including, where required, applicable rules of
the TSX-V (or any other stock exchange on which the Ordinary Shares are traded)), the Board is able to amend
the RSU Plan or any award at any time provided that (i) such amendment would not cause the RSU Plan to cease
to comply with paragraph (k) of the definition of “salary deferral arrangement” in subsection 248(1) of the Income
Tax Act (Canada) (ii) such amendment cannot be made without obtaining the approval of the holders of the
Ordinary Shares, if such amendment would (a) increase the total number of Ordinary Shares issuable pursuant to
the RSU Plan, (b) remove or amend the provision relating to the maximum number of Ordinary Shares issuable
pursuant to the RSU Plan, (c) remove or amend the amendment and termination provisions, or (d) otherwise
require stock exchange and shareholder approval under the TSX-V Corporate Finance Policies (the “TSX-V
Rules”) (or the rules of any other stock exchange on which the Ordinary Shares are traded).
Our Board may from time to time authorize grants of RSUs upon such terms and conditions as it may determine
in accordance with the terms of the RSU Plan. Each Grant will constitute an agreement to deliver RSUs or cash
consideration to the participant in the future in consideration of the performance of services, subject to the
fulfillment during the deferral period of such conditions as our Board may specify including, but not limited to,
the participant’s achievement of specified management objectives. During the applicable deferral period for a
given RSU award, the participant will not have ownership or voting rights with respect to the RSU or the
underlying shares associated with the RSU.
The maximum number of Ordinary Shares available for the purposes of the RSU Plan and all other security-based
compensation arrangements of the Company will be determined from time to time by our Board, but in any event,
will not exceed 15% of the number of Ordinary Shares issued and outstanding immediately following the IPO
Closing. The aggregate number of Ordinary Shares that may be reserved for issuance to any one person under the
RSU Plan and all other security based compensation arrangements of the Company will not exceed 5% of the then
outstanding Ordinary Shares. The RSU Plan limits insider participation such that the aggregate number of
Ordinary Shares (i) issuable to insiders of the Company pursuant to the RSU Plan and all other security-based
compensation arrangements of the Company will not, at any time, exceed 10% of the total number of Ordinary
Shares then outstanding, and (ii) issued to insiders of the Company pursuant to the RSU Plan and all other security
based compensation arrangements of the Company will not, within a one year period, exceed 10% of the total
number of Ordinary Shares then outstanding. Further, the RSU Plan provides that RSUs shall not be settled if the
redemption thereof would result in the issuance of more than 2% of the issued Ordinary Shares in any 12 month
period to any one consultant of the Company (or any of its subsidiaries).
The RSU Plan provides that each individual granted RSUs under the RSU Plan shall be deemed to have entered
into a voting trust in respect of any Ordinary Shares he or she receives upon vesting of Grants in accordance with
the provisions of the RSU Plan and to have provided a power of attorney in support of such voting trust such that
the Chairman of the Company shall be granted the sole and exclusive right to exercise all voting rights associated
with any Ordinary Shares received upon the vesting of Grants.
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Employment, Consulting and Management Agreements
The Company has not entered into any agreement or arrangement under which compensation was provided during
the most recently completed financial year or is payable in respect of services provided to the Company or any of
its subsidiaries that were performed by a director or Named Executive Officer, or performed by any other party
but are services typically provided by a director or a Named Executive Officer.
Oversight and Description of Director and Named Executive Officer Compensation
The Board has developed a written charter for the Compensation Committee that establishes, among other things,
the Compensation Committee’s purpose and its responsibilities with respect to executive compensation and
director compensation. The charter of the Compensation Committee provides that, among other things, the
Compensation Committee is responsible for assisting the Board in its oversight of executive compensation,
management development and succession, director compensation and executive compensation disclosure
The objective of the Company’s compensation program is to compensate the executive officers for their services
to the Company at a level that is both in line with the Company’s fiscal resources and competitive with companies
at a similar stage of development.
The Company compensates its executive officers based on their skill and experience levels and the existing stage
of development of the Company. Executive officers are rewarded on the basis of the skill and level of
responsibility involved in their position, the individual’s experience and qualifications, the Company’s resources,
industry practice, and regulatory guidelines regarding executive compensation levels.
The Compensation Committee, with the approval of the Board, has implemented executive compensation program
to align the interests of the executive officers with those of the shareholders. First, executive officers may be paid
a monthly fee or salary. Second, the Board may award executive officers long-term incentives in the form of
restricted share units. Finally, the Board may award cash or share bonuses for exceptional performance that results
in a significant increase in shareholder value. The Company does not provide pension or other benefits to the
executive officers, other than medical and dental benefits.
The base compensation of the executive officers is reviewed and set annually by the Compensation Committee
and the Board. The CEO has substantial input in setting annual compensation levels. The CEO is directly
responsible for the financial resources and operations of the Company. In addition, the CEO and the Board from
time to time determine the RSU grants to be made pursuant to the Company’s RSU Plan. Previous grants of RSUs
are taken into account when considering new grants. The Board awards bonuses at its sole discretion. The Board
does not have pre-existing performance criteria or objectives.
Compensation for the most recently completed financial year should not be considered an indicator of expected
compensation levels in future periods. All compensation is subject to and dependent on the Company’s financial
resources and prospects.
Given the Company’s size and the amounts awarded as executive compensation, the Board has determined that it
is not necessary to consider the implications of the risks associated with the Company’s compensation policies
and practices.
The Company has a standard arrangement pursuant to which directors are compensated in RSUs by the Company
for their services in their capacity as directors as per resolution 2 and pursuant to the Company’s RSU Plan and
in accordance with the policies of the TSX-V.
Pension Disclosure
The Company does not provide a pension to any director or Named Executive Officer.
EQUITY COMPENSATION PLAN INFORMATION
The following table provides certain information relating to compensation plans under which securities of the
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Company are authorized for issuance in effect as of December 31, 2018:

Plan Category
Equity compensation plans
approved by securityholders
(RSU Plan)
Equity compensation plans not
approved by securityholders
Total

Number of securities
to be issued upon
exercise of
outstanding options,
warrants and rights

Weighted-average
exercise price of
outstanding options,
warrants and rights

(a)

(b)

Number of securities
remaining available for
future issuance under
equity compensation
plans (excluding
securities reflected in
column (a))
(c)

303,616

N/A

4,465,532

N/A

N/A

N/A

303,616

N/A

4,465,532

Notes:
(1)

Based on the maximum number of Ordinary Share issuable under the RSU Plan immediately
following the closing of the Company’s initial public offering on August 21, 2018 (the “IPO
Closing”).
INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND SENIOR OFFICERS

As at July 29, 2019, the balance of advances to a director for business expenses purposes / allowances is
US$280,000

AGGREGATE INDEBTEDNESS ($)
Purpose
(a)
Share purchases
Other(1)

To the Company or its
Subsidiaries
(b)
Nil
$280,000

To Another Entity
(c)
Nil
Nil

Notes:
(1)

The foregoing amount was advanced to a director for business purpose. The loan is unsecured, interestfree, repayable on demand and is to be settled in cash.

The following table sets out for: (i) each individual who is, or at any time during the fiscal year ended December
31, 2018 was, a director or executive officer of the Company; (ii) each proposed nominee for election as a director
of the Company; and (iii) each associate of any such director, executive officer or proposed nominee, the
indebtedness of such person since January 1, 2018, to: (a) the Company or any of its subsidiaries; or (b) another
entity, if such indebtedness has been the subject of a guarantee, support agreement, letter of credit or other similar
arrangement or understanding provided by the Corporation or any subsidiary thereof, other than “routine
indebtedness” as defined in National Instrument 51-102 - Continuous Disclosure Obligations.
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INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS UNDER (1) SECURITIES
PURCHASE AND (2) OTHER PROGRAMS
Financially
Largest
Assisted
Amount
Securities
Amount
Name
Outstanding
Purchases
Forgiven
Involvement
and
During the
During the
Security for
During the
of Company
Principal
Financial
Amount
Financial
Indebtedness
Financial
or Subsidiary
Position
Year ended
Outstanding
Year ended
Year ended
December 31, as at July 29, December
December
2018
2019
31, 2018
31, 2018
($)
($)
(#)
($)
(a)
(b)
(c)
(d)
(e)
(f)
(g)
Securities Purchase Programs
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Other Programs
Bertrand
Company
$275,000
$280,000
Nil
None
None
Faure
Beaulieu
Director,
Chairman,
and
Nominee
for reelection as
Director

CORPORATE GOVERNANCE
National Instrument 58-101 - Disclosure of Corporate Governance Practices (“NI 58-101”) of the Canadian
securities administrators requires the Company to disclose its corporate governance practices on an annual basis.
The Company’s approach to corporate governance is set forth below.
Board of Directors
The Company’s Board of Directors is responsible for supervising the management of the Company and oversees
the business and affairs of the Company. The Board approves the Company’s significant business decisions and
material transactions such as acquisitions, divestitures, financings and significant expenditures. Management is
required to seek Board approval for major transactions. In addition, transactions or agreements in respect of which
a director or officer has a material interest must be approved by the Board. In appropriate cases the Board may
require a director who has a material interest in a proposed contract or transaction, in addition to disclosing the
nature and extent of the interest as may be required by law, to be absent from a meeting of the directors at which
such transaction or agreement is being discussed. In addition, in an appropriate case, the Board could consider
forming a special ad hoc independent committee of the Board to consider the proposed contract or transaction.
The Board will at all times encourage directors to exercise independent judgment in considering transactions or
agreements in respect of which a director or officer has a material interest.
The Board has considered the extent to which any of the directors or persons being proposed for election as
directors may be considered to be free of any direct or indirect material relationship (a relationship which could,
in the view of the Board, be reasonably expected to interfere with the exercise of a member’s independent
judgment) with the Company so as to be independent within the meaning of NI 58-101. The Board has considered
all relationships which the directors and persons being proposed for election as directors have with the Company
and determined that Mark Irwin and Kenneth Robertson are independent as at the date of this Information Circular.
The Board has determined that Bertrand Faure Beaulieu and Quentin Chiarugi should not be considered
independent as at the date of this Information Circular by virtue of the fact that they are senior executives of the
Company. Following the Transaction, if re-elected by Shareholders, Mark Irwin is expected to no longer be
considered independent by virtue of the fact that he is expected to hold 53.50% of the Ordinary Shares of the
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Company.
The Board considers that given that management is required to seek Board approval for all major transactions
such as acquisitions, divestitures, financings and significant expenditures, having at least two independent
directors facilitates the Board’s exercise of independent judgment in carrying out its responsibilities. The
Company is in the process of interviewing candidates for an additional independent director to join the Board after
the Transaction.
Directorships
The following members of our Board are also directors of other reporting issuers (or equivalent) as set out below:
Name
Kenneth Robertson

Name of Other Reporting Issuer
Avcorp Industries Inc.

Name of Exchange
Toronto Stock Exchange

Orientation and Continuing Education
The chair of each committee of our Board is responsible for coordinating orientation and continuing director
development programs relating to the committee’s charter. The Chair of our Board, in consultation with the
independent director, is responsible for overseeing continuing education of the directors, designed to maintain or
enhance the skills and abilities of our directors and to ensure that their knowledge and understanding of our
business remains current.
Ethical Business Conduct
Our Board has adopted a Code of Business Conduct and Ethics (the “Code of Business Conduct and Ethics”)
applicable to all of our directors, officers and employees, including our Chief Executive Officer, Chief Financial
Officer, controller or principal accounting officer, or other persons performing similar functions, which is a “code”
under NI 58-101. If we make any amendment to the Code of Business Conduct and Ethics or grant any waivers,
including any implicit waiver, from a provision of the Code of Business Conduct and Ethics, we will disclose the
nature of such amendment or waiver on our website to the extent required by applicable securities laws.
In order to foster a climate of openness and honesty in which any concern or complaint pertaining to a suspected
violation of the law, our Code of Business Conduct and Ethics or any of our policies, or any unethical or
questionable act or behavior, our Code of Business Conduct and Ethics will require that our employees promptly
report the violation or suspected violation. In order to ensure that violations or suspected violations can be reported
without fear of retaliation, harassment or an adverse employment consequence, our Code of Business Conduct
and Ethics will contain procedures that are aimed to facilitate confidential, anonymous submissions by our
employees.
Our Nomination and Governance Committee is responsible for reviewing and evaluating the Code of Business
Conduct and Ethics at least annually and will recommend any necessary or appropriate changes to our Board for
consideration. Our Nomination and Governance Committee assists our Board with the monitoring of compliance
with the Code of Business Conduct and Ethics, and is responsible for considering any waivers of the Code of
Business Conduct and Ethics (other than waivers applicable to members of the Nomination and Governance
Committee, which are considered by our Audit Committee, or waivers applicable to our directors or executive
officers, which are subject to review by our Board as a whole).
Nomination of Directors
The Company’s Nomination and Governance Committee assists the Board with: the Company’s overall approach
to corporate governance; the size, composition and structure of the Board and its committees; orientation and
continuing education for directors; related party transactions and other matters involving conflicts of interest; and
any additional matters delegated to the Nomination and Governance Committee by our Board.
The Nomination and Governance Committee is responsible for identifying and recommending to the Board
potential candidates to fill Board vacancies as and when they arise. Prior to making a nomination, the Nomination
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and Governance Committee considers the balance of skills, knowledge and experience on the Board and, in light
of this prepares a description of the role and capabilities required for a particular appointment. Taking this into
account, the Nomination and Governance Committee identifies suitable candidates by considering candidates
from a wide range of backgrounds based on merit and against objective criteria and taking care that appointees
have enough time to devote to the position.
The Nomination and Governance Committee also from time to time reviews the size of the Board and assesses
whether that size is appropriate for the Company. Where appropriate, the Nomination and Governance Committee
determines whether a change in the size of the Board may be appropriate and makes recommendations to the
Board with regard to any changes.
As at the date of this Information Circular, the members of the Nomination and Governance Committee are
Bertrand Faure Beaulieu, Mark Irwin and Kenneth Robertson.
Compensation
The Company’s Compensation Committee assists the Board with reviewing on an annual basis: (i) the goals and
objectives of the Company’s executive compensation plans, as well as the executive compensation plans
themselves; (ii) the performance of the CEO in light of the goals and objectives established by the Board; (iii) the
evaluation process and compensation structure for the Company’s executive officers, in consultation with the
CEO; (iv) the competitiveness and appropriateness of the Company’s policies relating to the compensation of
executive officers shall be assessed; and (v) the form and amount of compensation of Board members and
committees thereof, taking into account their responsibilities and time commitment and information regarding the
compensation paid at peer companies. Upon such review, where appropriate, the Compensation Committee makes
recommendations to the Board of any suggested changes.
The Compensation Committee also reviews and, if appropriate, recommends to the Board the approval of, any
adoption, amendment and termination of the Company’s incentive and equity-based incentive compensation
plans, and oversees their administration and discharge any duties imposed on the Compensation Committee by
any of those plans.
The objective of the Company’s compensation program is to compensate the executive officers for their services
to the Company at a level that is both in line with the Company’s fiscal resources and competitive with companies
at a similar stage of development.
The Company compensates its executive officers based on their skill and experience levels and the existing stage
of development of the Company. Executive officers are rewarded on the basis of the skill and level of
responsibility involved in their position, the individual’s experience and qualifications, the Company’s resources,
industry practice, and regulatory guidelines regarding executive compensation levels.
The Compensation Committee, with the approval of the Board, has implemented an executive compensation
program to align the interests of the executive officers with those of the shareholders. First, executive officers
may be paid a monthly fee or salary. Second, the Board may award executive officers long-term incentives in the
form of restricted share units. Finally, the Board may award cash or share bonuses for exceptional performance
that results in a significant increase in shareholder value. The Company does not provide pension or other benefits
to the executive officers, other than medical and dental benefits.
The base compensation of the executive officers is reviewed and set annually by the Compensation Committee
and the Board. The CEO has substantial input in setting annual compensation levels. The CEO is directly
responsible for the financial resources and operations of the Company. In addition, the CEO and the Board from
time to time determine the RSU grants to be made pursuant to the Company’s Stock Option Plan. Previous grants
of stock options are taken into account when considering new grants. The Board awards bonuses at its sole
discretion. The Board does not have pre-existing performance criteria or objectives.
Compensation for the most recently completed financial year should not be considered an indicator of expected
compensation levels in future periods. All compensation is subject to and dependent on the Company’s financial
resources and prospects.
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Given the Company’s size and the amounts awarded as executive compensation, the Board has determined that it
is not necessary to consider the implications of the risks associated with the Company’s compensation policies
and practices.
The Company has a standard arrangement pursuant to which directors are compensated in RSUs by the Company
for their services in their capacity as directors as per resolution 2 and pursuant to the Company’s RSU Plan and
in accordance with the policies of the TSX-V.
As at the date of this Information Circular, the members of the Compensation Committee are Mark Irwin, Kenneth
Robertson and Giulio Figarolo di Gropello. As Giulio Figarolo di Gropello will not be seeking re-election as a
director of the Company and will therefore cease to be a director of the Company and a member of the
Compensation Committee as at the Meeting, Quentin Chiarugi, the Company’s current CEO, if re-elected to the
board of directors of the Company, is expected to be appointed to the Compensation Committee following the
Meeting.
Other Board Committees
The Company has no other standing committees other than the Audit Committee, the Compensation Committee
and a Nomination and Governance Committee.
Assessments
The Board does not consider that formal assessments would be useful at this stage of the Company’s development.
The Board conducts informal annual assessments of the Board’s effectiveness, the individual directors and each
of its committees. To assist in its review, the Board conducts informal surveys of its directors.
PARTICULARS OF THE MATTERS TO BE ACTED UPON
I.

THE TRANSACTION

The following summarizes, among other things, the principal elements of the Transaction and related transactions,
and the material terms of the Transaction Agreement. A copy of the Transaction Agreement can be found in
Schedule “B”. All Shareholders of the Company are urged to read the Transaction Agreement in its entirety for a
more complete description of the Transaction.
Background to the Transaction
The provisions of the Transaction Agreement are the result of negotiations conducted among the Special
Committee, representatives of the Company, El Greco, Mark Joseph Irwin and Claude Dauphin Estate with the
assistance of their respective legal and financial advisors. The following is a summary of the material events that
preceded the execution and public announcement of the Transaction Agreement.
On August 21, 2018 the Company completed its initial public offering on TSX-V. The proceeds were used to
develop KEYYES, a digital luxury marketplace with 4,000 registered members. A portion was also used for the
traditional, brick and mortar, luxury distribution. The latter still managed accelerated growth which requires
traditional working capital, i.e. inventory and receivables, resulting in financing needs.
Initially the management evaluated the idea of forming an advisory board dedicated for the luxury wine
distribution business in order to bring in strategic wineries. The wineries would also be requested to take a small
share in the wine distribution business, which would finance the new wines that are brought on board. The early
discussions around valuation were in the range of 0.6 X – 1.0X revenue. These discussions never resulted in a
concrete interest from the wineries, particularly as a result of the Company’s Tech activities which are considered
to be carrying more risk and requiring additional capital. Despite discussion about ring-fencing the wine financing
from the Company’s technology business and related activities, it could not convince the traditional wineries. A
similar mismatch was also found with investors of the Company focused on its technology business and related
activities. These investors appreciate the potential of “KADDRA”, the Company’s Customer Experience
Management (“CEM”) platform and the accelerated sales it could bring once the scale up properly commences
but were concerned the valuation multiples of the Company would be masked by the slower revenue growth in
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the traditional wine distribution business and the relative weight of it.
Rather than being an advantage of having multiple businesses, the Board came to realize that the investment
community saw the Company in a different light depending on the segment of investor. It appeared to be
challenging to please the different communities and the downside is larger than the upside. The Board started an
internal discussion of the strategies related to maximizing shareholder value and concluded that a more
independent structure of the luxury distribution activity would be better suited to the Company. In addition, the
management would need to devote more of its time accelerating the white label tech platform over running the
KEYYES marketplace, which requires substantially more capital and would require much more time to scale up
compared to a pure tech solution business. Lastly, a pure tech solution business would typically generate a higher
margin. At the current state of the Company’s corporate development, these characteristics would provide a much
more attractive investment rationale than either a traditional luxury wine distribution business or a digital luxury
marketplace.
During the first half of May 2019, shareholder El Greco, which is ultimately controlled by Mr. Paolo Bulgari,
expressed an interest in the potential acquisition of the luxury distribution business, which would have more
leverage and pull under a “Bulgari” owned umbrella. El Greco formed a partnership with Claude Dauphin Estate
and Mr. Mark Joseph Irwin, all “insiders” of the Company as defined under applicable Canadian securities laws,
while El Greco is a “control person” of the Company as defined under applicable Canadian securities laws. On
May 17, 2019, the board established the Special Committee to explore this sale with El Greco and ensure an arm’s
length process amongst the parties involved.
The Special Committee has retained MNP LLP (“MNP”) to advise the Company on fairness and a potential
valuation range while the Company engaged Singapore legal counsel Duane Morris & Selvam LLP to advise in
the transactions with the consortium of buyers.
The Transaction provides several benefits for the Company other than the immediate price. The structure of the
Transaction would relieve the Company of all its debt and thus continue with a debt-free balance sheet. The sale
would enable management to fully dedicate itself to accelerating the Kaddra white label business.
On June 21, 2019 the Company and the consortium of buyers reached a non-binding agreement (the “LOI”) on
the terms of the sale, for which the material terms of LOI were disclosed in the news release of the same date. The
market price of the securities of the Company immediately prior to the announcement of the LOI was C$2.40.
Between signing of the LOI and the date of this Information Circular, the Company entered into negotiations with
the consortium of buyers regarding the terms and conditions of the Transaction Agreement. These negotiations
mainly focused on the scope of the conditions precedent to the closing of the Transaction.
The consortium of buyers and the Company proceeded to negotiate the terms the Transaction Agreement with
respect to the consortium of buyers’ acquisition of Spinco. The Special Committee was regularly advised of the
progress of the negotiations of the LOI by management of the Company, and the Special Committee directed
management in connection therewith.
On July 26, 2019 the Company reached an agreement with the consortium of buyers on the final terms of the
Transaction Agreement, subject to approval by the Company’s Special Committee and Board of Directors.
On July 29, 2019 the Special Committee recommended to the Board of Directors of the Company to approve
entering into the Transaction Agreement. During a board meeting on that same day, the Board accepted the Special
Committee’s recommendation and approved the Company entering into the Transaction Agreement. Following
such Board approval, on July 29, 2019, the Company entered into the Transaction Agreement and released a news
release announcing the entering into of this Transaction Agreement. The market price of the securities of the
Company immediately prior to the announcement of the entering into of the Transaction Agreement was C$2.40.
Internal Restructuring
Prior to the completion of the sale and purchase of the shares in Spinco to the consortium of buyers, in accordance
with the terms of the Transaction Agreement (“Completion”), the Company will complete a reorganization of the
business of the Company (the “Internal Restructuring”) through the transfer of the Transferred Business to
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Spinco and through the transfer of certain non-wine assets from the Company’s wine and spirits distribution
business to Kaddra Pte. Ltd. and Kaddra IP Holding Pte Ltd., the Company’s wholly-owned subsidiaries operating
its technology and digital media business.
The Transferred Business materially consists of all fixed assets of the Company, except for certain non-wine assets
(predominantly computer equipment, certain trademarks and other intangible assets) from the Company’s wine
and spirits distribution business that are transferred to Kaddra Pte. Ltd. and Kaddra IP Holding Pte Ltd as specified
below.
The following table lists all the subsidiaries that are part of the Transferred Business and after the Internal
Restructuring will, directly or indirectly, be held by Spinco:
Entity name
Sarment Holding Limited (HK)
Sarment Ltd.
Sarment China Ltd.
Sarment Pte. Ltd.
Sarment France Sarl (in liquidation)
Sarment SARL
SWTC Pte. Ltd.
Sarment Japan K.K.(f.k.a. SWTC Japan)
SWTC (Macau)Ltd. (in liquidation)
Sarment Macau Ltd.
SWTC (Swiss Branch)

Registered Address
Room E, 6th floor, Eastern Commerciale Centre, 395399 Hennessy Road, Honk Hong
15th Floor of Pemberton, Nos 22-26 Bonham Strand,
Honk Hong
Room 503, Building 2, No5, Lane 3736, Hunan
Road, Zhoupu Town, Pudong Area, Shangai, China
137 Telok Ayer Street #08-01, Singapore 068602
23 bd Marechal Joffre, 21200 Beaune, France
5 avenue Gaston Diderich, L-1420 Luxembourg
137 Telok Ayer Street #08-01 Singapore 068602
6-2-31, Roppongi, Roppongi Hills North Tower 17F,
Minato-Ku, Tokyo, 106-0032 Japan
15/F, The Pemberton, 22-26 Bonham Strand, Sheung
Wan, Hong Kong
Rua de Pequim No174, Commercial Centre Kong
Fat, 12th floor Unit D, Macau
C/o Fiduciaire Wuarin et Chatton SA, Chemin
Frank-Thomas 36, 1208 Geneve

The following procedural steps must be taken in order for the Internal Restructuring to become effective:
(a)

Share Sale and Purchase Agreement
Sale of Shares in Sarment Holding Limited (HK) from the Company to Spinco (the “Hong Kong
Shares”)
Sarment Holding Limited (HK) currently holds all the group’s subsidiaries that are involved in the
traditional wine and spirits distribution business, except for Sarment S.A.R.L. which is the registered
entity for the Sarment trademarks and is a wholly-owned subsidiary of Kaddra Pte. Ltd.
The traditional wine and spirits distribution business as held by Sarment Holding Limited (HK) and its
subsidiaries, for the year ended December 31, 2018 represented approx. 99.1% of the revenue of the
Company and for the period ended March 31, 2019 represents approx. 95.7% of the revenue of the
Company.
•

The following corporate authorizations and approvals of each of Spinco and the Company will be
required:
•

resolutions passed by the relevant board of directors in accordance with each entity’s
constitution to approve the sale and purchase of the Hong Kong Shares, and to authorize
the execution and delivery of any documents in connection with the share sale and
purchase agreement; and
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•
•

such other approvals as may be required under each entity’s constitution.

Parties will be required to execute the relevant sale and purchase agreement.

Transfer of Shares in Sarment S.A.R.L. (a Luxembourg company holding the Sarment
trademarks) from Kaddra Pte. Ltd. to Spinco (the “Luxembourg Shares”)
(i) The following corporate authorizations and approvals of each of Spinco and Kaddra Pte. Ltd. will
be required:
(1)

resolutions passed by the relevant board of directors in accordance with each entity’s
constitution to approve the sale and purchase of the Luxembourg Shares, and to authorize
the execution and delivery of any documents in connection with the share sale and
purchase agreement; and

(2)

such other approvals as may be required under each entity’s constitution.

(ii) Parties will be required to execute the relevant sale and purchase agreement.
(b)

Asset Purchase Agreement
Transfer of Non-Wine Assets from Sarment Pte. Ltd. to Kaddra Pte. Ltd.
Prior to Completion, the following non-wine assets will be transferred from Sarment Pte. Ltd to Kaddra
Pte. Ltd:
(1) Fixed assets mostly comprising of laptops and other office equipment (refer to the Pro Forma
Financial Statements as at March 31, 2019 for the book value of the total fixed assets of Kaddra
Pte. Ltd.);
(2) The Kaddra CEM Platform, including its source code and software licenses and other contracts
required to operate the platform;

(i) The following corporate authorizations and approvals will be required to approve each of Sarment
Pte. Ltd. and Kaddra Pte. Ltd. entering into the asset purchase agreement:
(1)

resolutions passed by the relevant board of directors in accordance with each relevant
entity’s constitution to approve the sale and purchase of the non-wine assets and
authorizing the execution and delivery of any documents in connection with the asset
purchase agreement; and

(2)

such other approvals as may be required under each entity’s constitution.

(ii) Parties will be required to execute the relevant asset purchase agreement.

(c)

IP Deed of Assignment
Transferring Non-Wine Trademarks and Intellectual Property Rights from Sarment Pte. Ltd. to
Kaddra IP Holding Pte Ltd.
Prior to Completion, the following non-wine trademarks and intellectual property rights will be
transferred from Sarment Pte. Ltd to Kaddra IP Holding Pte. Ltd:
(1) The Keyyes trademarks;
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(2) The Centena trademarks
(3) Keyyes’ content database, which includes editorials and photo and video materials. (Number of
product cards per category (product cards include editorials, events, etc within a category): Wine
– 2064; Spirits – 274; Events & Culture – 181; Dining – 471; Bars – 161; By Appointment –
125; Home – 653; Gourmet - 366 ; Beauty – 276; Wellness & Aesthetics – 175; Sake – 76;
Experiences – 8; Automotive – 37; Art – 198; Members Clubs – 95; Golf – 20; Travel – 9;
Fashion - 6 ; Vintage – 19; Cafe – 1)
(4) Www.Sais-group.com, www.Keyyes.com and www.kaddra.com domain names and all content
displayed on these websites;
(5) The Keyyes Partner Network database of over 500 partners;
(6) The Keyyes customer database, which is stored in the CEM Platform and contains details of
approx. 4,000 members;
(i) The following corporate authorizations and approvals will be required to approve Kaddra IP
Holding Pte. Ltd. entering into the IP Deed of Assignment:
(1)

resolutions passed by the board of directors of Kaddra IP Holding Pte. Ltd. in accordance
with its constitution to approve the transfer of intellectual property and authorising the
execution and delivery of any documents in connection with the IP Deed of Assignment;
and

(2)

such other approvals as may be required under Kaddra IP Holding Pte. Ltd.’s constitution.

(ii) Parties will be required to execute the relevant deed of assignment.
The Transaction Agreement
The following is a summary of the material terms of the Transaction Agreement and is subject to, and qualified
in its entirety by, the full text of the Transaction Agreement, which is available on SEDAR. All Shareholders are
urged to read Transaction Agreement in its entirety.
The transaction involves the sale of the Company’s wine and spirits distribution business held by Spinco by selling
the Company’s shares of Spinco, being all of the issued and outstanding shares of Spinco (the “Sale Shares”) to a
consortium of purchasers: El Greco, Mark Joseph Irwin and Claude Dauphin Estate (collectively, the
“Purchasers”) for a total purchase price of US$1 (the “Purchase Price”) and the transfer to Spinco and/or its
subsidiaries of certain loans payable by the Company (including interest thereon) (the “Loans”) in the aggregate
amount of US$20,514,643 as at the date of this Information Circular. As a result of the transfer of the Loans to
Spinco and/or its subsidiaries, following the completion of the Transaction, the Company will no longer have any
indebtedness.
As at the date of this Information Circular, the Loans are comprised of indebtedness payable by the Company to
Claude Dauphin Estate, Michael Stuart Wainwright, Mark Joseph Irwin, and El Greco. Prior to the completion of
the Transaction, it is expected that El Greco will be assigned the Loans payable by the Company to Michael Stuart
Wainwright such that such Loans will become payable to El Greco. The following table breaks down the Loans
(including interest thereon) payable by the Company as at the date of this Information Circular:
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Lender
Claude Dauphin Estate
Claude Dauphin Estate
Claude Dauphin Estate
Claude Dauphin Estate (Convertible Loan)
Michael Stuart Wainwright (to be refinanced by El Greco)
Michael Stuart Wainwright (to be refinanced by El Greco)
Mark Joseph Irwin
Mark Joseph Irwin (Convertible Loan)
El Greco International Investments Srl (Convertible Loan)
El Greco International Investments Srl (Not drawn down yet: $1,380,000)

Total loans:

Amount
7,623,000
1,069,079
2,250,000
250,000
11,192,079
2,906,748
165,816
3,072,564
2,000,000
750,000
2,750,000
1,000,000
2,500,000
3,500,000
20,514,643

The following chart shows the intended group structure of Spinco and its subsidiaries immediately prior to
Completion:

(a)

Effective Date of the Transaction

Subject to the Conditions Precedent (as defined below) having been satisfied or waived in writing, the Transaction
shall be effective one business day after final receipt of approval from the TSX-V of the Transaction or such other
date as may be mutually agreed between the parties in writing (“Completion Date”).
(b)

Covenants

1.
The Company undertakes to the Purchasers that prior to Completion it shall (and shall procure
each of its subsidiaries shall):
1.1

operate the Transferred Business in its ordinary course so as to maintain the Transferred
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Business as a going concern and not discontinue or cease to operate all or a material part of the
Transferred Business;
1.2
continue to collect book debts and pay creditors of the Transferred Business in the ordinary
course;
1.3
not acquire or dispose of, or agree to acquire or dispose of, any asset except in the usual and
ordinary course of its trade nor assume or incur a liability, obligation or expense (actual or contingent)
except in the usual and ordinary course of its trade and on normal arm's-length terms;
1.4
not do, or allow to be done, any act or thing which may adversely affect the goodwill or the
relationship of the Transferred Business with its customers, suppliers, business contacts or employees;
1.5
ensure that no long-term, onerous or unprofitable contracts are entered into in connection with
the Transferred Business;
1.6
not induce, or attempt to induce (whether directly or indirectly, any senior or key employee,
whether directly or indirectly, to terminate their employment;
1.7

not create, or agree to create, any encumbrance over the Transferred Business;

1.8
grant, modify, agree to terminate or permit the lapse of any intellectual property rights of the
Transferred Business or enter into any agreement relating to any such rights;
1.9
permit any insurance policy relating to the Transferred Business to lapse, do or permit to be
done anything which would make any such policy void or voidable; and
1.10
make any material change to the accounting procedures or principles by reference to which the
accounts of the Transferred Business or Company are drawn up.
2.
The Company undertakes with the Purchaser that, prior to Completion it shall not and shall
procure that each its subsidiaries shall not (or it shall not agree to and shall procure that each of its
subsidiaries shall not agree to), without the prior written consent of EGII (such consent not to be
unreasonably withheld or delayed):
2.1
dismiss any of the senior or key employees of the Transferred Business or engage, employ or
offer to employ or engage any person in the Transferred Business other than the senior or key
employees of the Transferred Business;
2.2
enter into, modify or terminate any Transferred Business contract other than in the ordinary
course of the business of the Transferred Business;
2.3
give any financial or performance guarantee or other similar security or indemnity in relation
to the Transferred Business;
2.4
make any alteration (or agree to make any alteration) to the terms and condition of
employment of any of the senior or key employees of the Transferred Business;
2.5
amend any agreements or arrangements for the payment of pensions or other benefits on
retirement to any of its current or former employees of the Transferred Business (or any of their
dependants);
2.6
provide or agree to provide any non-contractual benefit to any employee of the Transferred
Business or their dependants;
2.7
incur, or commit itself to, any expenditure in excess of US$ 25,000 in relation to the
Transferred Business or any expenditure outside its usual and ordinary course in relation to the
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Transferred Business in excess of US$ 25,000;
2.8
make any loan or cancel, release or assign any indebtedness owed to the Company or its
subsidiaries or claimed by the Company or its subsidiaries in respect of the Transferred Business;
2.9

borrow, or commit itself to any borrowing in relation to the Transferred Business;

2.10

engage in any litigation in relation to the Transferred Business;

2.11
enter into any lease, lease hire, hire purchase agreement or agreement for payment on deferred
terms in connection with the Transferred Business;
2.12

commence, settle or agree to settle any legal proceedings relating to the Transferred Business;

2.13
incur any liabilities to any Company subsidiary other than in the ordinary course of the
Transferred Business;
2.14
enter into any agreement (or modify any subsisting agreement) with any trade union, or any
agreement that relates to any works council; or
2.15

vary the terms on which it holds any of the properties or settle any rent review.

3.
The Company shall disclose to the Purchaser in writing any matter or information which
arises or may arise or become known to it before the Completion Date which has, or is likely to have, a
material and/or adverse effect on the Transferred Business as presently conducted, or on the financial
or trading position or prospects of the Transferred Business or which is otherwise material to be known
by a buyer of the Transferred Business.
4.
The Company shall procure that, during the period up to Completion, each Purchaser, its
representatives and advisers shall be given promptly on request (upon reasonable notice, during normal
business hours and subject to appropriate confidentiality undertakings) access at all reasonable times
to:
4.1

the employees of the Transferred Business;

4.2

the properties owned, leased, licenced or occupied by the Transferred Business;

4.3

the books and records of the Transferred Business; and

4.4
such further facilities and information relating to the Transferred Business as they may
reasonably require.
5.
Nothing in this Transaction Agreement shall operate to prevent or restrict the Company or any
Company subsidiary from:
5.1
taking any reasonable action in an emergency or disaster situation with the intention of
minimising or otherwise mitigating the adverse consequences or effect of that situation in relation to
the Company, or its subsidiaries;
5.2
completing or performing any obligations undertaken pursuant to any contract, agreement or
arrangement entered into before the Transaction Agreement; or
5.3
(c)

taking any action at the written request of the Purchasers.
Conditions Precedent to the Transaction

The completion of the Transaction is conditional upon satisfaction or waiver (by all Parties in writing) of the
following conditions precedent (collectively, the “Conditions Precedent”):
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1.

the completion of the Internal Restructuring.

2.

the approval of the board of directors or shareholders (if necessary) of each Purchaser (where applicable)
of a resolution to approve the entry into the Transaction Agreement by such Purchaser and the acquisition
of the 20 ordinary shares of Spinco, 73 ordinary shares of Spinco or 7 ordinary shares of Spinco
(collectively, the “Sale Shares”), as applicable on the terms set out in the Transaction Agreement, such
approval not being withdrawn on or before the completion of the Transaction;

3.

the approval of the Board and shareholders of the Company of a resolution to approve the entry into the
Transaction Agreement by the Company and the sale of the Sale Shares on the terms set out in the
Transaction Agreement, such approval not being withdrawn on or before the completion of the
Transaction;

4.

the completion of the financial, legal and regulatory reviews of Spinco and its subsidiaries based on the
information provided by the Company to the Purchasers and any other due diligence carried out by each
of the Purchasers in relation to the purchase of the Sale Shares by the Purchasers from the Company,
Spinco and/or its subsidiaries, the Transferred Business, the Internal Restructuring and/or any other
matters relating to the Transaction Agreement to the satisfaction of the Purchasers;

5.

the execution of novation agreements to be entered into by the Company and Sarment Holding Limited
(HK) with each of the Purchasers in respect of the Purchaser’s relevant convertible loan agreements with
the Company on or before completion of the Transaction;

6.

execution of the SPA between El Greco and Mark Joseph Irwin for the sale by El Greco of 7,583,065
Ordinary Shares to Mark Joseph Irwin;

7.

the Company having obtained all consents, waivers and approvals of, notices to and filings or
registrations with any governmental authority or any other third party required pursuant to any applicable
law (including but not limited to the TSX-V Rules), to consummate the transactions contemplated under
the Transaction Agreement, all of which shall be in form and substance satisfactory to the Company,
acting reasonably, and such consents, waivers and approvals being in full force and effect and not having
been revoked or amended.
(d)

Rights, Privileges, Restrictions and Conditions of the Sale Shares

The Company shall sell all rights, titles and interests it may have in and to ordinary shares of Spinco at the date
hereof to the Purchasers.
The Sale Shares shall be sold by the Company to the Purchasers with full title guarantee and with all rights,
benefits and entitlements, free from all Encumbrances.
The Company confirms immediately prior to Completion to the Purchasers that no commitment has been given
to create any encumbrance affecting the Sale Shares and no such encumbrance affects the Sale Shares.
(e)

Limitation of liability

The aggregate liability of the Company in respect of the aggregate of all claims for breach of the Company’s
warranties by any of the Purchasers against the Company shall not exceed US$1.00.
(f)

Termination

In the event that any of the Purchasers is in breach of its payment obligations, the Company shall be entitled (in
addition to and without prejudice to any other remedies available to it including the right to claim damages), by
way of written notice to any such Purchaser, to:
•

terminate the Transaction Agreement immediately; or

•

extend the date for payment of the Purchase Price.
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Any party shall have the option in its sole discretion to immediately terminate the Transaction Agreement upon
such party’s written notice if the Conditions Precedent are not satisfied or waived in writing on or before
September 30, 2019 (“Longstop Date”). In such event:
•

the Transaction Agreement shall terminate (save for the surviving provisions) and cease to have
effect as at the date of such party’s notice;

•

save for any rights, remedies, obligations or liabilities of the parties that have accrued up to the
date of termination, including the right to claim damages for antecedent breach, the parties shall
have no claim or demand against each other for costs, damages, compensation or otherwise; and

•

the Purchasers shall have no further obligation to acquire the Sale Shares or enter into any of
those other agreements or transactions referred to in the Transaction Agreement.

Save as expressly provided herein, any right of termination conferred upon each of the Purchasers or the Company
shall be in addition to and without prejudice to all other rights and remedies available to them and no exercise or
failure to exercise such a right of termination shall constitute a waiver of any such other right or remedy.
(g)

Amendment

The Transaction Agreement includes all amendments, additions, and variations thereto agreed between the parties
in writing.
The Company undertakes with the Purchasers that, prior to completion of the Transaction it shall not and shall
procure that each Company subsidiary shall not (or it shall not agree to and shall procure that each Company
subsidiary shall not agree to), without the prior written consent of the Purchasers (such consent not to be
unreasonably withheld or delayed) amend any agreements or arrangements for the payment of pensions or other
benefits on retirement to any of its current or former employees of the Transferred Business (or any of their
dependants);
(h)

Expenses of the Transaction

The Company undertakes to the Purchasers that prior to completion of the Transaction it shall (and shall procure
each Company subsidiary shall) not acquire or dispose of, or agree to acquire or dispose of, any asset except in
the usual and ordinary course of its trade nor assume or incur a liability, obligation or expense (actual or
contingent) except in the usual and ordinary course of its trade and on normal arm's-length terms.
Each party shall bear its own legal and other costs and expenses of and incidental to the negotiation, preparation,
execution and performance by it of the Transaction Agreement and all ancillary documents and the sale and
purchase agreed to be made.
(i)

Ancillary Transactions

As a result of the completion of the Transaction, Mark Joseph Irwin is expected to become a “control person” of
the Company as he is expected to own a total of 53.50% of the Company’s total issued and outstanding Ordinary
Shares on closing of the Transaction by virtue of acquiring: (i) 7,583,065 Ordinary Shares from El Greco; (ii)
4,580,063 Ordinary Shares from Claude Dauphin Estate; and (iii) 163,800 Ordinary Shares from Catherine
Dauphin. As such, approval by the majority of disinterested shareholders of the Company is required under the
TSX-V Rules where a new “control person”, such as Mark Joseph Irwin in connection with the Transaction, will
be created. For more details, please see “Particulars of the Matters to be Acted Upon – Approval of Creation of a
New Control Person” in this Information Circular.
Reasons for the Transaction
The Transaction and the terms of the Transaction Agreement were negotiated between the parties to the
Transaction Agreement. In negotiating the terms of the Transaction, the Board of Directors and the Special
Committee considered various factors in consultation with the Company’s financial advisors and legal counsel,
including the market value of the Ordinary Shares, various measures of net asset values, financial and other assets,
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liabilities, contingent liabilities and risks as applicable to the Company. In addition, the Board of Directors
considered the recommendation of the Special Committee and the Formal Valuation and Fairness Opinion (as
defined below) from MNP.
The Special Committee, the Board of Directors and management of the Company believe that the Transaction is
in the best interests of the Company and fair to the Shareholders of the Company for the following reasons:
(a)

The completion of the Transaction is expected to allow management of the Company to focus
their attention on further developing and scaling up technology and digital media business,
which are expected to generate higher-margins than the traditional wine and spirits distribution
business;

(b)

The completion of the Transaction is expected to improve the Company’s balance sheet and
to continue debt-free; and

(c)

The completion of the Transaction is expected to increase potential for the Company to attract
technology-focused new investors. As the Company consisted of both traditional wine and
spirits distribution business and technology and digital media business, the technology-focused
investors is not interested in the traditional business.

(d)

The Formal Valuation and Fairness Opinion from MNP has concluded that the Transaction is
fair, from a financial point of view, to the shareholders of the Company;

In the course of its deliberations, the Board of Directors also identified and considered a variety of risks and
potentially negative factors relating to the Transaction including those matters described under the heading “Risk
Factors”. After carefully considering such risks and potentially negative factors, the Board of Directors
unanimously concluded, in their business judgment, that the potentially positive factors related to the Transaction
substantially outweighed the potentially negative factors.
Recommendation of the Special Committee
On May 17, 2019, the Board of Directors passed a resolution approving the formation of the Special Committee
and the appointment of Kenneth Robertson, a director of the Company with no direct or indirect interest in the
Transaction, as the sole member thereof to supervise the Transaction, including the preparation of an independent
valuation of Spinco. Subsequently, a mandate for the Special Committee was formally approved by the Board of
Directors in July of 2019.
The Special Committee retained MNP to advise on the financial fairness of the Transaction to the Shareholders,
and to provide a potential valuation of Spinco. Maxis Law Corporation was retained to provide independent legal
advice to the Special Committee.
The Purchasers and the Company proceeded to negotiate the terms the LOI with respect to the Purchasers’
acquisition of Spinco. The Special Committee was regularly advised of the progress of the negotiations of the LOI
by management of the Company, and the Special Committee directed management in connection therewith.
On June 14, 2019, MNP delivered to the Special Committee a preliminary fairness opinion, finding that, based
upon and subject to MNP’s scope of review and the analysis, qualifications and assumptions contained in the
preliminary fairness opinion, the proposed Transaction on the terms set out in the LOI is fair, from a financial
point of view, to the Shareholders.
On June 21, 2019, after considering the preliminary negotiated terms of the Transaction, and having regard to the
alternatives available to the Company, the financial position of the Company, as well as certain advice and
opinions it received from management of the Company, and the preliminary fairness opinion from MNP, the
Special Committee concluded that it would be in the Company’s best interest to enter into the LOI, and conduct
further negotiations with respect to the definitive documentation in respect of the Transaction. After receipt of the
recommendation and report of the Special Committee regarding the Transaction, the Board of Directors
unanimously approved the LOI.
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Following the execution of the LOI, the Company, with input from the Special Committee, and the Purchasers
negotiated the final terms of the Transaction Agreement. The Special Committee was granted access to the due
diligence documents and reviewed key due diligence documents as part of its review of the Transaction. The
Special Committee participated in the finalization of the definitive documentation for the Transaction through
periodic reports from, and instructions to, the Company’s senior management. On July 26, 2019, MNP delivered
to the Special Committee the Formal Valuation and Fairness Opinion, which confirmed that the consideration to
be paid by the Company, under the Transaction Agreement is fair, from a financial point of view, to the
Shareholders.
In making its recommendation to the Board of Directors, the Special Committee reviewed potential alternatives
to completing the Transaction, including maintaining the current status quo, seeking alternative debt or equity
financing, and seeking joint ventures or other strategic partnerships. The Special Committee found that of the
available alternatives, the Transaction was likely to have the most positive impact on the Company and its various
stakeholders. In reaching this conclusion, the Special Committee considered: (i) the risks imposed on the
Company if the Loans were to maintain outstanding, given the Company’s past difficulties in obtaining financing
(ii) the likely easier access to financing from technology investors if the Company were to focus exclusively on
the technology and digital media business, (iii) the benefits of the reduced capital needs of the Company that
would occur following the sale of the traditional wine and spirits distribution business, (iv) the benefits of being
able to focus management’s attention and resources on one business instead of two, (v) the risks associated with
the loss of the revenues associated with the traditional wine and spirits distribution business, and (vi) the potential
benefits of the higher margins of the technology and digital media business.
After a thorough and careful review and consideration of the best interests of the Company and the impact on, and
consideration of, Shareholders and the Company’s other stakeholders, the Special Committee concluded that the
Transaction is in the best interests of the Company and of the Shareholders and recommended that the Board of
Directors: (i) accept the conclusions of the Formal Valuation and Fairness Opinion; (ii) approve the Transaction
Agreement; and (iii) recommend that Shareholders vote in favour of the Transaction.
Recommendation of the Board of Directors
The Board of Directors has reviewed and considered the Transaction. The Board of Directors has, after
consultation with its outside legal counsel and financial advisor, and after receiving a recommendation from the
Special Committee and the Formal Valuation and Fairness Opinion from MNP, determined that the Transaction
is in the best interests of the Company and of the Shareholders, and the Board of Directors unanimously approved
the Transaction and recommends that the Shareholders of the Company vote their Ordinary Shares in favour of
Resolution 9, the full text of which is set out in Schedule “A” attached to this Information Circular. Directors
Mark Joseph Irwin and Giulio Figarolo di Gropello were excluded from voting on this matter, due to their conflicts
of interest.
Formal Valuation and Fairness Opinion
Pursuant to an engagement letter executed on May 30, 2019 the Special Committee engaged MNP as its
independent valuator to provide a formal valuation and fairness opinion, copies of which are attached to this
Information Circular as Schedule C (the “Formal Valuation and Fairness Opinion”), that, as of May 31, 2019,
and subject to the assumptions, limitations and qualifications contained therein, the Transaction is fair, from a
financial point of view, to the Shareholders.
In connection with the proposed Transaction, within the context of the requirements of MI 61-101, MNP has
prepared a formal valuation under MI 61-101 and a corresponding fairness opinion. The Special Committee has
determined MNP to be qualified and independent to prepare and deliver the Formal Valuation and Fairness
Opinion. The Formal Valuation and Fairness Opinion dated July 26, 2019 with an effective date of May 31, 2019
(the “Valuation Date”) has been prepared for the Special Committee. The Formal Valuation and Fairness Opinion
has been prepared to provide information for consideration by the Special Committee with respect to the proposed
Transaction, but does not constitute a recommendation to any party as to any course of action they might take.
Despite any conclusions reached by MNP, the circumstances of individual shareholders will necessarily determine
what course of action they will take in responding to the proposed Transaction.
The summary of the Formal Valuation and Fairness Opinion in this Information Circular is qualified in its entirety
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by reference to the full text of the Formal Valuation and Fairness Opinion, the assumptions made, information
reviewed, matters considered, and limitations and qualifications on the review undertaken in connection with these
opinions, which is attached to this Information Circular as Schedule C. The Formal Valuation and Fairness
Opinion is not intended to be and does not constitute a recommendation to any Shareholder as to how to vote or
act at the Meeting. The Formal Valuation and Fairness Opinion was only one of a number of factors taken into
consideration by the Special Committee and the Board of Directors in considering the Transaction and should not
be viewed as determinative of the views of the Special Committee or the Board of Directors with respect to the
Transaction.
Qualifications of MNP LLP
MNP is the 5th largest chartered accountancy and business advisory firm in Canada. Established in 1958, MNP
has grown from a single office in Manitoba to over 70 locations and 5,000 team members across Canada including
over 790 partners. MNP is a member of the Praxity affiliation of accounting and advisory firms, and benefits from
the shared knowledge and resources of affiliates.
MNP’s Valuation Practice has broad experience in completing assignments involving the valuation of companies
and assets for various purposes including transactions involving publicly traded companies, financial reporting,
income tax compliance and planning, dispute resolution, economic loss quantification, among others. MNP’s team
of valuators, who have professional designations and education including Chartered Business Valuator, Chartered
Financial Analyst, Chartered Professional Accountant, and Master of Finance have experience with the
preparation of fairness opinions and formal valuations.
The Fairness Opinion and Formal Valuation were prepared by Victor Wong, a partner in MNP’s valuation and
litigation support practice. Mr. Wong is a Chartered Professional Accountant and a Chartered Business Valuator.
All MNP staff involved in the preparation of this Fairness Opinion were under the direct supervision of Mr. Wong.
MNP’s Valuation Practice has prepared fairness opinions across a wide variety of industries. MNP’s experience
in the wholesale distribution industry includes fairness opinions, formal valuations and valuations for the purposes
of financial reporting, transactions and disputes.
Independence of MNP and Relationship with interested parties
Neither MNP, nor the principals or any of its employees, affiliates or associates is an insider, associate or affiliate
of the Company or any of their respective associates or affiliates (collectively, the “Companies”) in connection
with any matter.
Neither MNP, nor the principals or any of its employees, affiliates or associates have a financial interest in the
completion of the Proposed Transaction. The compensation received for undertaking the assignment is based on
a flat fee arrangement and is in no way dependent in whole or in part on the agreement, arrangement or an
understanding that gives a financial incentive in respect of the conclusion reached or the outcome or completion
of the Proposed Transaction.
The Fairness Opinion was prepared in conformity with the Practice Standards of the CICBV, and in doing so the
author acted independently and objectively.
Except as otherwise noted herein, neither MNP, nor its principals or any of its employees, affiliates or associates
is acting as an advisor to the Company in connection with any matter, including other advisory service, other than
providing the Fairness Opinion and the related Formal Valuation as described herein.
There are currently no understandings, agreements or commitments between MNP and the Company with respect
to any other future business dealings, other than the preparation of the Fairness Opinion and Formal Valuation in
connection with the Proposed Transaction.
Scope of review and scope of restrictions
The conclusion contained in the Formal Valuation and Fairness Opinion should not be construed as a
recommendation to vote in favour of, or against, the Transaction. No opinion, advice, or interpretation is intended
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in matters that require legal or other appropriate professional advice, and MNP has not provided such advice to
the Board.
MNP has relied upon the completeness, accuracy and fair presentation of all the financial and other factual
information, data, advice, opinions or representations obtained by it from public sources and management of the
Company (“Management”). Their conclusion is conditional upon the completeness, accuracy and fair
presentation of such information. Subject to the exercise of professional judgment, MNP has not attempted to
verify independently the accuracy, completeness or fair presentation of information obtained.
The Fairness Opinion and Formal Valuation are given as of the Valuation Date, on the basis of, economic,
financial, and general business conditions, and the condition, prospects, financial and otherwise, for the wine and
spirits division of the Company (“Division”) as they were reflected in the information and explanations obtained
from Management and reviewed by MNP.
In their analysis in connection with the preparation of this Formal Valuation and Fairness Opinion, MNP made
many assumptions with respect to industry performance, general business and economic conditions, and other
matters, which are beyond the control of MNP and the Company.
MNP has not been engaged or authorized to solicit bids for the Company, the Division, or its shares, nor have
they been engaged to propose alternatives to the Proposed Transaction.
The Fairness Opinion and Formal Valuation must be considered in its entirety by the reader, as selecting and
relying on only specific portions of the analysis or factors considered by MNP LLP, without considering all factors
and analysis together, could result in the misinterpretation of the comments and the conclusions therefrom. It is
not appropriate to extract partial analysis or make summary descriptions. Any attempt to do so could lead to undue
emphasis on a particular factor or analysis.
Assumptions and Limitations
In addition to those assumptions outlined elsewhere in the Formal Valuation Report, MNP has assumed the
following as of the Valuation Date:
i. The Division is expected to continue as a going concern into the foreseeable future;
ii. The Division will be held by Sarment Wine & Spirits Holding Pte. Ltd. through an internal group restructuring,
which will operate as a private company after the purchase of shares as described in the drafted Letter of Intent
provided to MNP dated June 12, 2019 and will continue to operate as a private company into the foreseeable
future;
iii. In arriving at the conclusion set out in the Formal Valuation Report, MNP has assumed that all quantitative
and qualitative information provided to them is complete and accurate. Information and estimates provided by
Management used to form the value conclusion have not been audited and MNP accepts no liability for them;
iv. The internal financial statements and/or financial information provided to MNP and upon which MNP has
relied in arriving at the conclusion expressed in the Formal Valuation Report, present fairly, in all material
respects, the financial position of the Division as well as the results of operations for the relevant periods and
include all and only, the revenues, expenses, assets and liabilities of the Division;
v. The projections provided by Management represents their best estimate of the anticipated financial results to
be derived from the operations of the Division, viewed prospectively as of the Valuation Date and is based on
Management’s knowledge of the industry;
vi. All transactions between related parties have been recorded at arm’s length prices, unless otherwise noted in
MNP’s Formal Valuation Report;
vii. The historical financial information provided by Management did not include any unusual, nonrecurring or
non-business-related items that would require normalization, other than those items reflected in MNP’s Formal
Valuation Report;
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viii. Any information reviewed by MNP in its preliminary version would not have changed significantly in its
final version;
ix. MNP has been informed of all material contracts or agreements in effect, or being negotiated, that would
otherwise have a bearing on MNP’s valuation conclusion;
x. The Division has no significant undisclosed liabilities, contractual obligations, substantial commitments or
litigation, pending or threatened;
xi. There were no significant events subsequent to the Valuation Date but prior to the date of MNP’s Formal
Valuation Report that would materially impact on either the Division’s expected future operations;
xii. There were no special purchasers evident in the market who would be willing to pay a premium to purchase
the shares of the Division as a result of economies of scale or other benefits available only to them;
xiii. Other than the Proposed Transaction, no written offers have been received by agents and / or Management
and / or shareholder(s) of the Division to acquire either an interest in, or all of the issued and outstanding shares
of the Division in the twenty-four months immediately preceding the Valuation Date;
xiv. There were no material changes in the operations or asset position of the Division or the state of, or outlook
for, the industry in which the Division operates since the date of the financial information utilized by MNP that
have not been brought to MNP’s attention, which would have a significant impact on MNP’s Formal Valuation
Report;
xv. No other valuation reports have been prepared in respect of the Division in the twenty-four months preceding
the Valuation Date.
xvi. The reported net book value of all the recorded assets and liabilities of the Division fairly approximates their
respective fair market value (“FMV”), other than as noted in the Formal Valuation Report;
xvii. If any key shareholders or management departs, they will enter into a non-compete agreement to undertake
that they will not enter into competition with the operations of the Division or attract employees or customers to
competitors;
xviii. The Division will achieve Management’s forecasted revenues starting in 2020, with a one-year delay, and
in 2019, there will be no revenue growth relative to the 2018 historical results for the Division;
xix. The terminal growth rate of the Division is assumed to be 4.0%;
xx. The Division can obtain additional debt at a pre-tax interest rate of 5.0%;
xxi. The inflation rate applicable to the operations of the Division is 2.0%;
xxii. A working capital to revenue ratio of 8.2% will be sufficient for the day-to-day operations of the business;
xxiii. The Division needs to expend approximately 0.50% of revenue per annum on sustaining capital
reinvestment, that being in addition to normal repairs and maintenance to maintaining existing operations;
xxiv. Historical operating losses and investments in capital assets can be applied to offset future corporate income
taxes;
xxv. An effective tax rate of 18.0% is a reasonable proxy for future income tax rate;
xxvi. The variable expenses of the Division are commission, travelling and entertainment expenses, logistic
expenses and marketing expenses, with all remaining staff costs and other operating expenses being fixed except
for inflationary increases;
xxvii. Substantially all of the Division’s reported assets are required in the day-to-day operation of the business,
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other than as noted in the Formal Valuation Report;
xxviii. There are no significant factors bearing on the FMV of the Division that have not been considered by MNP
in preparing their Formal Valuation Report; and,
xxix. Should any of the above assumptions not be accurate MNP’s valuation conclusion, as expressed in the
Formal Valuation Report, may be materially different.
Valuation Methodologies
Selected Approaches
In determining the appropriate methodology to determine the FMV of the Division, MNP has considered:
i. The Formal Valuation Report is prepared in connection with a potential transaction for the Division;
ii. The Division will continue as a going concern;
iii. The Division has a history of operations since 2012;
iv. Historical financial results are not necessarily a reflection of future financial results;
v. The Division has an established customer base that will continue to generate revenue for the foreseeable future;
vi. The EBITDA margin of the Division improved in recent years; and,
vii. There are moderate barriers to entry in this industry such as access to financial resources, warehousing and
purchasing of fine wines, spirits and other inventory and attraction and retention of high net worth individuals as
customers.
Based on these factors and MNP’s experience with the valuation of similar businesses, MNP has considered a
going concern DCF method using the unlevered approach in valuing the Division to be appropriate.
Formal Valuation
Based upon the scope of review, analysis, qualifications, assumptions, and subject to the foregoing, MNP is of
the opinion that, as at the Valuation Date, the FMV of the Division may be summarized as follows:
(in $ 000's)
Fair market value, rounded

Low
High
17,000 19,000 18,000

Midpoint

Fairness Opinion
Based upon the scope of review, analysis, qualifications, assumptions, and subject to the foregoing, MNP LLP is
of the opinion that, as at the Valuation Date, the Transaction is fair, from a financial point of view, to the
Shareholders.
Related Party Transactions
As a “reporting issuer” in each of the provinces and territories of Canada, except Québec, and a TSX-V listed
issuer, the Company is subject to, among other things, the requirements of Multilateral Instrument 61-101 –
Protection of Minority Shareholders in Special Transactions (“MI 61-101”). Pursuant to TSX-V Policy 5.9 Protection of Minority Shareholders in Special Transactions, the Transaction is subject to the requirements of MI
61-101.
MI 61-101 is intended to regulate, among other things, certain types of transactions with related parties to ensure
the protection and fair treatment of minority shareholders. MI 61-101 requires in certain circumstances enhanced
disclosure, approval by a majority of securityholders excluding interested parties or related parties, independent
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valuations, and approval and oversight of the transaction by a special committee of independent directors.
A transaction will constitute a “related party transaction” within the meaning of MI 61-101 where, among others,
the transaction is one between the Company and a person that is a “related party” (as defined in MI 61-101) of the
Company at the time the transaction is agreed to, as a consequence of which, either through the transaction itself
or together with connected transactions, the Company directly or indirectly sells, transfers or disposes of an asset
to the related party. A related party includes, among others, the directors and senior officers of the Company, and
a person that has beneficial ownership of, or control or direction over, directly or indirectly securities of the entity
carrying more than 10% of the voting rights attached to all the entity’s voting securities.
Minority Approval
Unless otherwise exempt, MI 61-101 requires that, in addition to any other required securityholder approval, a
related party transaction is subject to “minority approval” (as defined in MI 61-101) from the holders of every
class of “affected securities” (as defined in MI 61-101) of the issuer, in each case voting separately as a class.
In relation to the Transaction, the approval of Resolution 9 (the full text of which is set out in Schedule “A”
attached hereto) will require the affirmative vote of a simple majority of the votes cast by all Shareholders, other
than: (i) any “interested parties”, which is defined under MI 61- 101 as, among others, a related party of the
Company who is a party to the transaction or that is entitled to receive, directly or indirectly, a “collateral benefit”
(as defined under MI 61-101) as a consequence of the transaction; (ii) a related party of any interested party; and
(iii) any person that is a “joint actor” (within the meaning of MI 61-101) with any of the foregoing.
To the knowledge of the directors and executive officers of the Company, after reasonable inquiry, the Company
has determined that, as of the date of this Information Circular:
(a)

El Greco owned, beneficially or exercised control over or direction over 9,172,781 Ordinary
Shares, which represents approximately 28.85% of the issued and outstanding Ordinary Shares
as of such date. El Greco is a “related party” of the Company under MI 61-101 because it is a
“control person” (within the meaning of applicable Canadian securities laws) of the Company.
Accordingly, the votes attached to the 9,172,781 Ordinary Shares held by El Greco will be
excluded for the purposes of determining whether the minority approval under MI 61-101 in
respect of Resolution 9 has been obtained;

(b)

Mark Joseph Irwin owned, beneficially or exercised control over or direction over 4,681,463
Ordinary Shares, which represents approximately 14.80% of the issued and outstanding
Ordinary Shares as of such date. Mark Joseph Irwin is a “related party” of the Company
because he owns more than 10% of the outstanding Ordinary Shares and he is also a director
of the Company. Accordingly, the votes attached to the 4,681,463 Ordinary Shares held by
Mark Joseph Irwin will be excluded for the purposes of determining whether the minority
approval under MI 61-101 in respect of Resolution 9 has been obtained; and

(c)

Claude Dauphin Estate owned, beneficially or exercised control over or direction over
4,580,063 Ordinary Shares, which represents approximately 14.48% of the issued and
outstanding Ordinary Shares as of such date. Claude Dauphin Estate is a “related party”
because it owns more than 10% of the Ordinary Shares. Accordingly, the votes attached to the
4,580,063 Ordinary Shares held by Claude Dauphin Estate will be excluded for the purposes
of determining whether the minority approval under MI 61-101 in respect of Resolution 9 has
been obtained.

(d)

Catherine Dauphin owned, beneficially or exercised control over or direction over 163,800
Ordinary Shares, which represents approximately 0.52% of the issued and outstanding
Ordinary Shares as of such date. Catherine Dauphin is a “related party” because she is a
beneficiary of the Claude Dauphin Estate. Accordingly, the votes attached to the 163,800
Ordinary Shares held by Catherine Dauphin will be excluded for the purposes of determining
whether the minority approval under MI 61-101 in respect of Resolution 9 has been obtained.
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Giulio Figarolo di Gropello does not own beneficially or exercise control over or direction over any Ordinary
Shares.
Formal Valuation
MI 61‐101 requires in certain circumstances that an issuer carrying out a related party transaction obtain a formal
valuation prepared by an independent valuator. The Transaction is exempted from the formal valuation
requirement, pursuant to section 5.5(b) of MI 61‐101, on the basis that no securities of the Company are listed or
quoted on any of the stock exchanges or markets listed in section 5.5(b) of MI 61-101.
However, as noted above under the heading “Particulars of the Matters to be Acted Upon - The Transaction Formal Valuation and Fairness Opinion”, the Special Committee engaged MNP as its financial advisor to provide
the Formal Valuation and Fairness Opinion to assist the Special Committee in its review and consideration of the
Transaction and the potential benefits of the Transaction to the Company and its Shareholders. A summary of the
Formal Valuation and Fairness Opinion prepared by MNP can be found under the heading “Particulars of the
Matters to be Acted Upon - The Transaction – Formal Valuation and Fairness Opinion”, and a copy of the
Formal Valuation and Fairness Opinion is attached as Schedule C to this Information Circular.
Prior Valuations and Prior Offers
Other than the Formal Valuation and Fairness Opinion, neither the Company nor any director or senior officer of
the Company, after reasonable inquiry, has knowledge of any “prior valuation” (as defined in MI 61‐101) in
respect of the Company that relates to the Transferred Business or is otherwise relevant to the Transaction that
has been made in the 24 months before the date of this Information Circular.
Except as described in this Information Circular, the Company has not received any bona fide prior offer during
the 24 months before the date of the Transaction Agreement that relates to the Transferred Business or is otherwise
relevant to the Transaction.
Required Approvals
(a)

Approvals Required Under MI 61-101

To be effective, the Transaction must be approved by: (i) an ordinary resolution passed by a simple majority of
the votes cast by Shareholders present in person or represented by proxy at the Meeting, which holders are entitled
to one vote for each Ordinary Share of the Company; and (ii) a simple majority of the votes cast by Shareholders
present in person or represented by proxy at the Meeting, excluding the votes cast by such Shareholders as are
required to be excluded pursuant to MI 61-101, being those votes attached to the Ordinary Shares held by each of
El Greco (9,172,781 Ordinary Shares), Mark Joseph Irwin (4,681,463 Ordinary Shares), and Claude Dauphin
Estate (4,580,063 Ordinary Shares). The full text of Resolution 9 is set out in Schedule A of the Information
Circular.
Notwithstanding the foregoing, Resolution 9 authorizes the board of directors of the Company, without further
notice to or approval of the Shareholders, subject to the terms of the Transaction, to amend the Transaction
Agreement or to decide not to proceed with the Transaction and to revoke Resolution 9 at any time prior to the
Transaction becoming effective pursuant to the provisions of the Transaction Agreement,
The completion of the Transaction is conditional upon, among other things, approval of the Transaction by
Shareholders at the Meeting.
(b)

Regulatory Approvals

The Ordinary Shares are currently listed for trading on the TSX‐V and SAIS must obtain all necessary approvals
of the TSX‐V to the Transaction. SAIS has applied to the TSX‐V for conditional approval for the Arrangement
and for the related transactions described in this Information Circular. A conditional approval has been obtained
on July 19, 2019 subject to the following conditions:
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(1) Shareholder approval in accordance with the requirements of Policy 5.9 of the TSX-V Rules which
incorporate by reference MI 61-101;
(2) Satisfactory disclosure in the Company’s management information circular to be filed in connection
with the Transaction; and
(3) Satisfactory evidence that the Company will meet, on a post-Transaction basis, the TSX-V’s
Continued Listing Requirements ("CLR") for a Tier 2 Issuer pursuant to Policy 2.5 of the TSX-V
Rules and the TSX-V’s corporate governance requirements pursuant to Policy 3.1 of the TSX-V
Rules.
SAIS may not complete the Transaction and such related transactions until the TSX‐V provides its final approval.
All Shareholders should be aware that SAIS cannot provide any assurances that such approvals from the TSX-V
will be obtained.
The Board believes that the approval of the Transaction is in the best interests of the Company and
recommends that Shareholders vote FOR Resolution 9, substantially in the form set forth in Schedule “A”
to the Information Circular, approving the Transaction. Unless instructed otherwise, the persons named in
the form of proxy will vote FOR Resolution 9.
II.

APPROVAL OF CREATION OF A NEW CONTROL PERSON

As a result of the completion of the Transaction, Mark Joseph Irwin is expected to become a “control person” of
the Company as he is expected to own a total of 53.50% of the Company’s total issued and outstanding Ordinary
Shares on closing of the Transaction by virtue of acquiring: (i) 7,583,065 Ordinary Shares from El Greco; (ii)
4,580,063 Ordinary Shares from Claude Dauphin Estate; and (iii) 163,800 Ordinary Shares from Catherine
Dauphin. As such, approval by the majority of disinterested shareholders of the Company is required under the
TSX-V Rules where a new “control person”, such as Mark Joseph Irwin in connection with the Transaction, will
be created.
Pursuant to the TSX-V Rules:
(a) a “control person” means any person that holds or is one of a combination of persons that holds a
sufficient number of any of the securities of the Company so as to affect materially the control of the
Company, or that holds more than 20% of the outstanding voting shares of the Company, except where
there is evidence showing that the holder of those securities does not materially affect the control of the
Company; and
(b) “disinterested shareholder approval” means the approval of the Shareholders by ordinary resolution
(50% + one Ordinary Share) at the Meeting, excluding from such calculation the votes attached to the
Ordinary Shares held by the new Control Person and its “Affiliates” and “Associates” (as each such term
is defined under the TSX-V Rules).
Accordingly, at the Meeting, Shareholders will be asked to consider, and if thought advisable, pass an ordinary
resolution to approve the creation of Mark Joseph Irwin as a new “control person” of the Company (see Resolution
8) which will be presented at the Meeting and, if deemed appropriate, adopted with or without variation, which is
attached at Schedule “A” of this Information Circular). Resolution 8 must be approved by a majority of the votes
cast by the holders of the Ordinary Shares present in person or represented by proxy at the Meeting, excluding
from such calculation the Ordinary Shares held by Mark Joseph Irwin, El Greco, Claude Dauphin Estate and
Catherine Dauphin, representing a combined total of 18,598,107 excluded Ordinary Shares.
The Board of Directors of the Company recommends that Shareholders vote FOR Resolution 8. Unless otherwise
instructed, the persons named in the accompanying proxy intend to vote FOR Resolution 8.
III.

RECEIVE THE DIRECTORS’ STATEMENT AND THE AUDITED FINANCIAL
STATEMENTS OF THE COMPANY AND THE AUDITOR’S REPORT

The Shareholders of the Company will be asked at the Meeting to receive and adopt the Directors’ Statement and
the audited financial statements of the Company for the financial year ended December 31, 2018 together with
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the auditor’s report thereon. Our audited consolidated financial statements for the year ended December 31, 2018
and the auditor’s report are available on under the Company’s profile on SEDAR (www.sedar.com).
IV.

APPROVAL OF DIRECTORS’ FEES

Pursuant to Regulation 77 of the Constitution, Shareholders of the Company will be asked to approve
compensation to be provided to directors of the Company for the year ending December 31, 2019 as follows:
Type of Fee
Annual Board Retainer
Committee Retainer

Meeting Fees

Board Member
Independent Lead Director
Audit Committee Chair
Compensation Committee Chair
Nomination and Governance Committee Chair
Committee Membership
Board/Committee Meeting

Amount
(US$)(1)
75,000
Nil
20,000
5,000
Nil
Nil
Nil

Note: (1) Compensation will be made up entirely of RSUs issued in accordance with the RSU Plan.

V.

APPROVAL OF CHANGE OF NAME

At the Meeting, Shareholders will be asked to consider and, if thought advisable, to approve a special resolution
(being Resolution 10), the full text of which is set forth in Schedule “A” to the Information Circular, to change
the name of the Company from “Sarment Holding Limited” to “SAIS Limited” or such other name as the Board
deems appropriate (the “Name Change”).
The Company is seeking to adopt the name “SAIS Limited” to re-brand the Company as the Transferred Business
are branded “Sarment”. The Board believes that it will be prudent to change the name of the Company and
introduce this new name to the technology community and potential investors to be more descriptive and fitting
with its stock symbol.
The Company expects to notify the TSX-V of the proposed Name Change shortly after the date of this Information
Circular. Subject to Shareholder and TSX-V approval of the Name Change, it is expected that the Ordinary Shares
will commence trading on the TSX-V under the new name and under the same stock symbol “SAIS”, at the
opening of business shortly after the Company completes all required filings, including the receipt by the TSX-V
of the necessary documentation. The Board may determine not to implement the Name Change at any time after
the Meeting and after receipt of necessary regulatory approvals, but prior to the issuance of the certificate of name
change by the Singapore Accounting and Corporate Regulatory Authority (ACRA), without further action on the
part of the Shareholders. Following the completion of the Name Change, share certificates of “Sarment Holding
Limited” will remain valid and Shareholders will not be required to surrender and exchange their share certificates
for share certificates with the new name of the Company. The Name Change will not, by itself, affect any of the
rights of Shareholders.
To be effective, the Name Change Resolution must be approved by at least 75% of the votes cast by Shareholders
present in person or represented by proxy at the Meeting.
The Board believes that the approval of the Name Change is in the best interests of the Company and
recommends that Shareholders vote FOR Resolution 10, substantially in the form set forth in Schedule “A”
to the Information Circular, approving the Name Change. Unless instructed otherwise, the persons named
in the form of proxy will vote FOR Resolution 10.
RISK FACTORS TO THE TRANSACTION
In evaluating the Transaction, you should carefully consider, in addition to the other information contained in this
Information Circular and available electronically under the Company’s profile on the SEDAR website at
www.sedar.com., the risks and uncertainties described below before deciding to vote in favour of the Transaction.
In addition to the risk factors relating to the Transaction, the Shareholders should also carefully consider the risk
factors relating to the Company’s business following the Transaction as described under “Risk Factors” in
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Schedule “F” which risk factors should be considered in conjunction with the other information included in this
Information Circular and the documents available electronically under the Company’s profile on the SEDAR
website at www.sedar.com. While this Information Circular has described the risks and uncertainties that
management of the Company believes to be material to the Company’s business, and therefore the value of their
Ordinary Shares, it is possible that other risks and uncertainties affecting the Company’s business will arise or
become material in the future.
The risks associated with the Transaction include:
Termination of the Transaction Agreement or Failure to Obtain Required Approvals
Each of the Company and the other parties to the Transaction Agreement has the right to terminate the Transaction
Agreement and the Transaction in certain circumstances. Accordingly, there is no certainty, nor can the Company
provide any assurance, that the Transaction Agreement will not be terminated by the Company or any other party
to the Transaction Agreement before the completion of the Transaction. In addition, the completion of the
Transaction is subject to a number of conditions, certain of which are outside the control of SAIS, including
Shareholders approving the Transaction and required regulatory approvals, including of the TSX-V, being
obtained. There is no certainty, nor can SAIS provide any assurance, that these conditions will be satisfied. If for
any reason the Transaction is not completed, the market price of Ordinary Shares may be adversely affected and
Shareholders will lose the prospective benefits of the Transaction. Moreover, if the Transaction Agreement is
terminated, there is no assurance that SAIS will pursue or be able to complete an alternative transaction to spinout or realize the value of its wine and spirits distribution business, and Shareholders will continue to be subject
to the risk factors of SAIS as disclosed in this Information Circular and the documents available electronically
under the Company’s profile on the SEDAR website at www.sedar.com.
Pro-forma Financial Statements
The pro-forma financial statements attached to this Information Circular and information derived therefrom
contain in this Information Circular are presented for illustrative purposes only and may not be an indication of
SAIS financial condition following the Transaction for several reasons. For example, such pro-forma financial
statements have been derived from the historical financial statements of SAIS and certain assumptions have been
made. The information upon which these assumptions have been made is historical, preliminary and subject to
change.
Moreover, the pro-forma financial statements do not reflect all costs that are expected to be incurred by SAIS in
connection with the Transaction. In addition, the assumptions used in preparing the pro-forma financial statements
may not prove to be accurate. The pro-forma financial statements have been prepared by management and have
not been reviewed or audited by the Company's auditors.
The Company may no longer meet the listing requirements of the TSX-V
The TSX-V continuously reviews its issuers to ensure they meet the TSX-V’s continuous listing requirements.
The continuous listing requirements relate to the financial situation, business activity and shareholder distribution
of an issuer. Each issuer listed as a Tier II company, such as SAIS, must meet the continuous review standards
applicable to its category as a Tier II company in order to remain listed as a Tier II company on the TSX-V. The
TSX-V can move an issuer to a lower tier or to the NEX (a market in which former Tier II companies can trade
until their business is reactivated), designate an industry segment, suspend trading in, or delist the listed shares of
any issuer which does not meet applicable continuous continued listing requirements.
Issuers that do not meet Tier II continuing continued listing requirements and have no outstanding regulatory
issues may have their listing transferred to NEX after an appropriate notice period. NEX provides a market to
trade for companies that are former Tier II issuers on the TSX-V that do not have a current active business until
such time that they complete a reactivation pursuant to the policies of the TSX-V. When NEX company (which
was a former Tier II company) completes a reactivation such that it meets the applicable TSX-V continued listing
requirements as a Tier II company, it may apply to graduate to a Tier II company of the TSX-V.
Upon closing of the Transaction, the Company will have sold a significant portion of its assets from which most
of the Company’s revenue to date has been generated from. While the Company plans to continue operations with
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a focus on “KADDRA”, its CEM platform, and digital media and services, there is a risk that the Company will
not be able to meet the continued listing requirements of the TSX-V, including, without limitation, the public
distribution continued listing requirements of the TSX-V.
In the event that the TSX-V determines that the Company is unable to meet the continued listing requirements,
the TSX-V will notify the Company that it does not meet the minimum continued listing requirements and may
allow Company a period of six (6) months from the date of the notice to meet the continuous continued listing
requirements. If the Company fails to meet one of the continued listing requirements, the cure period is six (6)
months. If the Company fails to meet more than one of the continued listing requirements, the cure period is ninety
(90) days. If, after the appropriate cure period, the Company still does not meet all the Tier II continued listing
requirements, the TSX-V may, in its discretion, either suspend and delist the Ordinary Shares or transfer the listing
to NEX. However, the TSX-V has the discretion to suspend and delist the Ordinary Shares or transfer the
Company’s listing to NEX without the ninety (90) day period, in circumstances which it deems appropriate.
Pursuant to the TSX-V policies, these circumstances may include situations where an issuer declared bankruptcy,
is subject to receivership or has disposed of or abandoned all or substantially all of its assets.
Existing Operational Risk
If the Transaction is not completed, the Company will continue to face all of the existing operational and financial
risks of its business as described in its documents available electronically under the Company’s profile on the
SEDAR website at www.sedar.com.
Impact on Share Price and Future Business Operations
If the Transaction is not completed, there may be a negative impact on the Company’s share price, future business
and operations to the extent that the current trading price of the Company’s Ordinary Shares reflects an assumption
that the Transaction will be completed. The price of the Company’s Ordinary Shares may decline if the
Transaction is not completed.
Costs of the Transaction
There are certain costs related to the Transaction, such as legal, accounting and certain financial advisor fees
incurred, that must be paid even if the Transaction is not completed. There are also opportunity costs associated
with the diversion of management attention away from the conduct of the Company’s business in the ordinary
course.
Solvency risk
If the Transaction is not completed, the Company might not be able to meet the maturing obligations of its loans
when they come due.
Risks of Proceeding with the Transaction
Substantial part of the Assets and Revenue of the Company would be Sold
Upon the completion of the Transaction, the Company will lose a substantial part of the assets and revenue of the
Company. The future success of the Company will be dependent on “KADDRA”, its CEM platform, and digital
media and services, all of which are at an early stage of commercialization with the Company having operated
these services for a relatively short period of time. There is limited financial, operational and other information
available with which to evaluate the prospects of the Company following completion of the Transaction. There
can be no assurance that the Company’s operations will be profitable in the future or will generate sufficient cash
flow to satisfy its working capital requirements.
Fluctuation in Market Value of the Ordinary Shares
The market price of a publicly-traded stock is affected by many variables not directly related to the corporate
performance of the company, including the market in which it is traded, the strength of the economy generally,
the availability and attractiveness of alternative investments, and the breadth of the public market for the stock.

-40-

The effect of these and other factors on the future market price of the Ordinary Shares on any stock exchange
cannot be predicted.
Trading Prices
The trading price of the Ordinary Shares may be lower following the Transaction than the trading price of the
Company’s Ordinary Shares prior thereto, reflecting the disposition of the Transferred Business and Working
Capital Amount and such price may fluctuate significantly for a period of time following the Transaction.
Potential Adverse Tax Consequences of Internal Transfers Occurring Prior to, or in Connection with, the
Transaction
The Company believes that the respective transfers of assets in connection with the Transaction should not result
in material income tax liability to the Company or its subsidiaries. However, tax authorities are not bound by the
values ascribed by the Company to the various Transferred Business and could place a higher value of some or
all of the assets being transferred. If a taxing authority successful asserts a higher value for any assets transferred
prior to, or in connection with, the Transaction, this could result in material tax liability for the Company and/or
its subsidiaries as a result of the Transaction.
INFORMATION PERTAINING TO THE COMPANY
The following documents of the Company, which have been filed with the securities commissions or similar
regulatory authorities in each of the provinces and territories of Canada where the Company is a reporting issuer,
are available electronically under the Company’s profile on the SEDAR website at www.sedar.com.:
(a) the Company’s final prospectus dated July 26, 2018;
(b) the audited consolidated annual financial statements of the Company and the notes thereto as at and for
the financial year ended December 31, 2018, and the auditor’s report thereon dated March 27, 2019;
(c) the MD&A of the Company for the financial year ended December 31, 2018;
(d) the unaudited condensed consolidated interim financial statements of the Company and the notes thereto
as at and for the three months ended March 31, 2019; and
(e) the MD&A of the company for the three months ended March 31, 2019.
Any statement contained in or contents of a document available electronically under the Company’s profile on
the SEDAR website at www.sedar.com will be deemed to be modified or superseded, for the purposes of this
Information Circular, to the extent that a statement available electronically under the Company’s profile on the
SEDAR website at www.sedar.com modifies or supersedes such statement or contents. The modifying or
superseding statement need not state that it has modified or superseded a prior statement or contents, or include
any other information set forth in the document that it modifies or supersedes. The making of a modifying or
superseding statement will not be deemed to be an admission for any purposes that the modified or superseded
statement or contents, when made, constituted a misrepresentation, an untrue statement of a material fact or an
omission to state a material fact that is required to be stated or that is necessary to make a statement not misleading
in light of the circumstances in which it was made. Any statement or contents so modified or superseded will not
be deemed, in its unmodified or non-superseded form, to constitute a part of this Information Circular.
INFORMATION CONCERNING THE COMPANY POST-TRANSACTION
For further information concerning the Company, post-Transaction, see Schedule “F” attached to this Information
Circular. Additional information relating to the Company is available on SEDAR at www.sedar.com.
INTERESTS OF EXPERTS
The following persons and companies have prepared certain sections of this Information Circular and/or
Appendices attached hereto as described below, or are named as having prepared or certified a report, statement
or opinion in this Information Circular.
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Name of Expert(1)

Nature of Relationship

MNP LLP
Notes:
(1)

Responsible for the preparation of the Formal
Valuation and Fairness Opinion

To the knowledge of the Company, none of the experts so named (or any of the designated professionals
thereof) held securities representing more than 1% of all issued and outstanding Ordinary Shares as at
the date of the statement, report or opinion in question, and none of the persons above is or is expected
to be elected, appointed or employed as a director, officer or employee of the Company or of any
associate or affiliate of the Company.
OTHER MATTERS

Management knows of no other matters to come before the Meeting other than those referred to in the Notice of
Meeting. However, if any other matters which are not known to management shall properly come before the
Meeting, the Proxy given pursuant to the solicitation by management will be voted on such matters in accordance
with the best judgment of the person voting the Proxy.
INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
Except as disclosed under “Interest of Certain Persons and Companies in the Matters to be Acted Upon”, or
elsewhere in this Information Circular, there are no material interests, direct or indirect, of current directors,
executive officers, any persons nominated for election as directors, or any shareholder who beneficially owns,
controls or directs, directly or indirectly, more than 10 percent of the outstanding Ordinary Shares, or any known
associates or affiliates of such persons, in any transaction within the most recently completed financial year or in
any proposed transaction which has materially affected or would materially affect the Company.
AUDIT COMMITTEE
National Instrument 52-110 - Audit Committees (“NI 52-110”) requires the Company’s Audit Committee to meet
certain requirements. It also requires the Company to disclose in this Information Circular certain information
regarding the Audit Committee. That information is disclosed below.
The Audit Committee’s Charter
The Company’s Audit Committee is governed by its Audit Committee Charter, a copy of which is annexed hereto
as Schedule “E”.
Composition of the Audit Committee
The Audit Committee consists of three directors.
The following table sets out the names of the members of the Audit Committee as at the date of this Information
Circular and whether they are “independent” and “financially literate” for the purposes of NI 52-110.
Member
Kenneth Robertson
Giulio Figarolo di Gropello(3)
Mark Joseph Irwin(4)
Notes:
(1)

(2)

Independent(1)
Yes
Yes
Yes

Financially Literate(2)
Yes
Yes
Yes

To be considered independent, a member of the Audit Committee must not have any direct or indirect
“material relationship” with the Company. A material relationship is a relationship which could, in the
view of the Board of Directors, reasonably interfere with the exercise of a member's independent
judgment.
To be considered financially literate, a member of the Audit Committee must have the ability to read
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and understand a set of financial statements that present a breadth and level of complexity of accounting
issues that are generally comparable to the breadth and complexity of the issues that can reasonably be
expected to be raised by the Company’s financial statements.
(3)

As at the date of this Information Circular, Giulio Figarolo di Gropello is a director of the Company
and a member of the Company’s Audit Committee. As Giulio Figarolo di Gropello will not be seeking
re-election at the Meeting and will therefore cease to be a member of the Company’s Audit Committee
upon conclusion of the Meeting, the Company expects to appoint Quentin Chiarugi, the Company’s
current CEO, if re-elected as a director of the Company at the Meeting, to the Audit Committee in
accordance with NI 52-110. See “Reliance on Certain Exemptions” below.

(4)

As at the date of this Information Circular, Mark Irwin is independent, but he would not be considered
independent if he becomes a control person after the Transaction. The Company will be relying on the
exemption in section 6.1.1 of NI 52-110 which allows the Company to find another suitable independent
director at the later of (a) the next annual meeting; (b) the date that is six months after Mark Irwin
becomes a control person. See “Reliance on Certain Exemptions” below.

Relevant Education and Experience
The following is the education and experience of each member of the Audit Committee that is relevant to the
performance of his responsibilities as an Audit Committee member and, in particular, any education or experience
that would provide the member with:
1.

an understanding of the accounting principles used by the Company to prepare its financial statements;

2.

the ability to assess the general application of such accounting principles in connection with the
accounting for estimates, accruals and reserves;

3.

experience preparing, auditing, analyzing or evaluating financial statements that present a breadth and
level of complexity of accounting issues that are generally comparable to the breadth and complexity of
issues that can reasonably be expected to be raised by the Company’s financial statements, or experience
actively supervising one or more persons engaged in such activities; and

4.

an understanding of internal controls and procedures for financial reporting:

Member
Kenneth Robertson

Giulio
Figarolo
Gropello(1)

Mark Joseph Irwin

Education / Experience
Mr. Robertson is a former partner at EY Canada. Mr. Robertson has 36 years
of professional experience with EY, which experience includes audit and
accounting, mergers and acquisitions, securities regulatory compliance, fraud
investigation, internal controls and expert witness and arbitration. Mr.
Robertson has extensive public company experience with a particular focus on
large multinational companies.
di

Mr. Figarolo di Gropello is the current Managing Director and CFO of
Podernuovo S.r.l. societa agricola, a winery owned by the Bulgari family, a
position that he has held since September 2011. He has also served as an
independent board member of Bulgari S.p.a, a company that engages in the
design, production and sale of jewellery, watches, accessories perfumes and
skincare product.
Mr. Irwin is a current director of the Singapore-based Trafigura Group Pte
Limited (“Trafigura”), one of the largest physical commodities trading groups
in the world. Mr. Irwin joined Trafigura in early 1994 and was appointed as a
director in 2004. His operational focus is primarily on overseeing information
technology, or “IT,” and corporate governance strategy and infrastructure for
Trafigura.
Mr. Irwin holds a degree in Computer Science and Accounting from the
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University of Manchester in 1986 and is qualified as a UK Chartered
Accountant with PWC London.
Notes:
(1)

Giulio Figarolo di Gropello will be resigning from the Board (and will therefore cease to be a member
of the Audit Committee) as at the date of the Meeting. If Quentin Chiarugi is re-elected to the Board
by the Shareholders at the Meeting, the Company expects to appoint Quentin Chiarugi to the
Company’s Audit Committee and Compensation Committee. See “Reliance on Certain Exemptions”
below.

Audit Committee Oversight
Since the commencement of the Company’s most recently completed financial year, there has not been a
recommendation of the Audit Committee to nominate or compensate an external auditor which was not adopted
by the Board of Directors.
Reliance on Certain Exemptions
The Company is relying upon the exemption in section 6.1 of NI 52-110 for venture issuers which allows for an
exemption from Parts 3 (Composition of the Audit Committee) and 5 (Reporting Obligations) of NI 52-110 and
allows for the short form of disclosure of audit committee procedures set out in Form 52-110F2.
At no time since the commencement of the Company’s most recently completed financial year has the Company
relied on the exemption in section 2.4 (De Minimis Non-audit Services) of NI 52-110, any of the exemptions in
subsections 6.1.1(4) (Circumstance Affecting the Business or Operations of the Venture Issuer), 6.1.1(5) (Events
Outside Control of Member), 6.1.1(6) (Death, Incapacity or Resignation), or an exemption from the application
of NI 52-110, in whole or in part, granted under Part 8 (Exemption) of NI 52-110.
Upon conclusion of the Meeting, if Quentin Chiarugi is re-elected as a director of the Company at the Meeting,
the Company expects to appoint him to the Audit Committee, as Giulio Figarolo di Gropello will resign as a
director (and therefore a member of the Audit Committee) upon conclusion of Meeting. Upon such appointment,
if the Company does not receive Shareholder approval in respect of the Transaction, or if the Transaction is not
otherwise completed, as Quentin Chiarugi will be the sole executive officer, employee or control person of the
Company or of an affiliate of the Company, the composition of the Audit Committee will remain in compliance
with section 6.1.1 of NI 52-110 without the Company relying on any of the exemptions thereunder. Following
completion of the Transaction, subject to receipt of Shareholder approval, as Quentin Chiarugi is expected to be
an executive officer of the Company and Mark Irwin is expected to be a control person of the Company, the
Company expects to rely on the exemption under section 6.1.1(6) of NI 52-110. Section 6.1.1(6) of NI 52-110
provides that, if a vacancy on the Audit Committee arises as a result of resignation of a member (in this case,
Giulio Figarolo di Gropello), and the Board is required to fill the vacancy, the prohibition under section 6.1.1(3)
of NI 52-110 against a majority of the Audit Committee members being executive officers, employees or control
persons of the Company will not apply respecting the member appointed to fill such vacancy (in this case, Quentin
Chiarugi), until the later of the next annual meeting of the Company and the date that is six months from the day
the vacancy was created (in this case, the date of the Meeting).
Pre-Approval Policies and Procedures
The Audit Committee has not adopted specific policies and procedures for the engagement of non-audit services.
The Audit Committee will review the engagement of non-audit services as required.
The Audit Committee will pre-approve the appointment of the auditor for any non-audit service to be provided to
the Company. Before the appointment of the auditor for any non-audit service, the Audit Committee will consider
the compatibility of the service with the auditor’s independence. The Audit Committee may pre-approve the
appointment of the auditor for any non-audit services by adopting specific policies and procedures, from time to
time, for the engagement of the auditor for non-audit services. Such policies and procedures will be detailed as to
the particular service, and the Audit Committee must be informed of each service, and the procedures may not
include delegation of the Audit Committee’s responsibilities to management. In addition, the Audit Committee
may delegate to one or more members the authority to pre approve the appointment of the auditor for any nonaudit service to the extent permitted by applicable law provided that any pre-approvals granted pursuant to such
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delegation shall be reported to the full Audit Committee at its next scheduled meeting.
External Auditor Service Fees (By Category)
The fees paid to the Company’s external auditors, being Ernst & Young LLP, Chartered Accountants, of One
Raffles Quay, North Tower, Level 18, 048583, Singapore, during the most recent fiscal year for audit fees are as
follows:
Financial Year
Ending

Audit Fees(1)

Audit Related
Fees(2)

Tax Fees(3)

All Other Fees(4)

December 31, 2018

US$80,000^

US$160,000*

US$15,000

US$70,000#

^ Audit fees incurred in relation to Sarment Holding Limited’s Group Financial Statements
* Audit fees in relation to statutory fees for Sarment SG, HK and CN entities
# Agreed upon procedures for Q2 and Q3 announcements

Notes:
(1)
(2)

(3)
(4)

The aggregate fees billed by the Company’s auditor for audit fees.
The aggregate fees billed for assurance and related services that are reasonably related to the
performance of the audit or review of the Company’s financial statements and are not disclosed in the
“Audit Fees” column.
The aggregate fees billed for professional services rendered by the Company’s auditor for tax
compliance, tax advice, and tax planning.
All other fees billed by the auditor for products and services not included in the foregoing categories.
Such fees may relate to reading and commenting on the Company’s interim financial statements,
participation in due diligence calls, tax related questions, research analysis, and subsidiary-related
financial structure advice, among others.
APPOINTMENT OF AUDITOR

Management proposes to re-appoint Ernst & Young LLP, Chartered Accountants, of One Raffles Quay, North
Tower, Level 18, 048583, Singapore as the auditor of the Company for the ensuing year and that the directors be
authorized to fix their remuneration. Ernst & Young LLP was first appointed as the Company’s auditors on July
25, 2018.
The Board of Directors of the Company recommends that Shareholders vote FOR the the re-appoitment of Ernst
& Young LLP as the auditor of the Company. Unless otherwise instructed, the persons named in the
accompanying proxy intend to vote FOR Ernst & Young LLP to be re-appointed as auditor of the
Company.
ENFORCEMENT OF JUDGMENTS AGAINST FOREIGN PERSONS OR COMPANIES
As at the date of this Information Circular, the Company and each of the directors of the Company is incorporated,
continued or otherwise organized under the laws of a foreign jurisdiction or resides outside of Canada.
Name of Person or Company
Sarment Holding Limited
Bertrand Faure Beaulieu
Quentin Chiatrugi
Giulio Fiagrolo di Gropello
Mark Irwin

Name and Address of Agent
DLA Piper (Canada) LLP
Suite 6000, 1 First Canadian Place, 100 King
Street West, Toronto, Ontario M5X 1E2

Shareholders are advised that it may not be possible for investors to enforce judgments obtained in Canada against
any person or company that is incorporated, continued or otherwise organized under the laws of a foreign
jurisdiction or resides outside of Canada, even if the party has appointed an agent for service of process.
ADDITIONAL INFORMATION
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Additional information relating to the Company may be found on SEDAR at www.sedar.com. Shareholders may
contact the Company by mail at: 8 Cross Street, Manulife Tower, #18-01, Singapore 048424 and by telephone at
+65 6424 0411 to request copies of the Company’s financial statements and MD&A. The most recent interim
financial report of the Company will be sent without charge to any Shareholder on request.
Financial information for the Company’s most recently completed financial year is provided in its comparative
financial statements and MD&A which are filed on SEDAR.
BOARD APPROVAL
The contents and sending of this Information Circular have been approved by the board of directors of Sarment
Holding Limited. The foregoing contains no untrue statement of a material fact and does not omit to state a
material fact that is required to be stated or that is necessary to make a statement not misleading in light of the
circumstances in which it was made.
Dated as of the 29th day of July, 2019.

ON BEHALF OF THE BOARD
“Bertrand Faure Beaulieu”
Bertrand Faure Beaulieu
Chairman of the Board of Directors
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CONSENT OF FORMAL VALUATION AND FAIRNESS OPINION PROVIDER
We refer to the formal valuation dated July 26, 2019, which we prepared for the Special Committee of
Sarment Holding Limited (“Sarment”) in connection with the reorganization and transfer of the Sarment’s wine and
spirits distribution business. We consent to the filing of the formal valuation with the securities regulatory authority
and the inclusion of the formal valuation in this document.

July 26, 2019

_________________________________
MNP LLP
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SCHEDULE “A”
RESOLUTIONS
Resolution 1
“BE IT RESOLVED, as an ordinary resolution that the Directors’ Statement and the Audited Financial Statements
of the Company for the financial year ended 31 December 2018 together with the Auditor’s Report thereon be and are
hereby adopted. ”
Resolution 2
“BE IT RESOLVED, as an ordinary resolution that the Directors’ fees for the financial year ending 31 December
2019 as follows be and are hereby approved:
Type of Fee
Annual Board Retainer
Committee Retainer

Meeting Fees

Board Member
Independent Lead Director
Audit Committee Chair
Compensation Committee Chair
Nomination and Governance Committee Chair
Committee Membership
Board/Committee Meeting

Amount
(US$)(1)
75,000
Nil
20,000
5,000
Nil
Nil
Nil

Note: (1) Compensation will be made up entirely of RSUs issued in accordance with the RSU Plan.

Resolution 3
“BE IT RESOLVED, as an ordinary resolution that the re-election of Mr. Bertrand Faure Beaulieu as director of the
Company be and is hereby approved.”
Resolution 4
“BE IT RESOLVED, as an ordinary resolution that the re-election of Mr. Quentin Chiarugi as director of the
Company be and is hereby approved.”
Resolution 5
“BE IT RESOLVED, as an ordinary resolution that the re-election of Mr. Mark Joseph Irwin as director of the
Company be and is hereby approved.”
Resolution 6
“BE IT RESOLVED, as an ordinary resolution that the re-election of Mr. Kenneth Robertson as director of the
Company be and is hereby approved.”
Resolution 7
“BE IT RESOLVED, as an ordinary resolution that:
1.

the reappointment of Ernst & Young LLP as the Auditor of the Company for the ensuing year be and are
hereby approved; and

2.

the board of directors of the Company is hereby authorized and empowered, at its sole discretion and without
further approval of or notice to the shareholders of the Company to fix its remuneration.”
Resolution 8

“BE IT RESOLVED, as an ordinary resolution that:
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1.

the creation of Mark Joseph Irwin as a new “control person” of Sarment Holding Limited (the “Company”),
as such term is defined in the policies of the TSX Venture Exchange, in connection with the Transaction (as
defined in the management information circular of the Company dated July 29, 2019 (the “Circular”)) and
as more particularly described and set forth in the notice of annual general and special meeting and Circular
be and is hereby approved;

2.

notwithstanding that this resolution has been duly passed by the shareholders of the Company entitled to vote
thereon, the board of directors of the Company is hereby authorized and empowered, at its sole discretion
and without further approval of or notice to the shareholders of the Company not to proceed with the
transactions contemplated by this resolution in whole or in part; and

3.

any director or officer of the Company is hereby authorized and directed to do or cause to be done all acts
and things and to execute and deliver all agreements, forms, notices, certificates, confirmations and other
documents or instruments, as in the opinion of such director or officer may be necessary or appropriate in
order to give effect to these resolutions, such determination to be conclusively evidenced by the execution
and delivery of such agreement, form, notice, certificate, confirmation or other document or instrument or
the doing of any such act or thing.”

Resolution 9
“BE IT RESOLVED, as an ordinary resolution that:
1.

the share sale and purchase agreement dated July 29, 2019 (the “Transaction Agreement”) among Sarment
Holding Limited (the “Company”), El Greco International Investments S.R.L., Claude Dauphin Estate and
Mark Joseph Irwin, as it may be amended, modified or supplemented from time to time in accordance with
its terms, attached as Schedule “B” to the notice of annual general and special meeting and management
information circular of the Company dated July 29, 2019 and all transactions contemplated thereby are hereby
confirmed, ratified and approved;

2.

the Transaction Agreement and all of the transactions contemplated therein, the actions of the directors of
the Company in approving the Transaction Agreement and the actions of the directors and officers of the
Company in executing and delivering the Transaction Agreement and any amendments, modifications or
supplements thereto are hereby confirmed, ratified and approved;

3.

notwithstanding that this resolution has been duly passed by the shareholders of the Company entitled to vote
thereon, the board of directors of the Company is hereby authorized and empowered, at its sole discretion
and without further approval of or notice to the shareholders of the Company: (i) to amend or modify the
Transaction Agreement, to the extent permitted by its terms; and (ii) subject to the terms of the Transaction
Agreement, not to proceed with the transactions contemplated thereby, in whole or in part; and

4.

any director or officer of the Company is hereby authorized and directed to do or cause to be done all acts
and things and to execute and deliver all agreements, forms, notices, certificates, confirmations and other
documents or instruments, as in the opinion of such director or officer may be necessary or appropriate in
order to give effect to these resolutions, such determination to be conclusively evidenced by the execution
and delivery of such agreement, form, notice, certificate, confirmation or other document or instrument or
the doing of any such act or thing.”
Resolution 10

“BE IT RESOLVED, as a special resolution that:
1.

subject to and following the completion of the Transaction (as defined in the Circular), the company name
of Sarment Holding Limited (the “Company”) be changed from “Sarment Holding Limited” to “SAIS
Limited”, or such other name that the board of directors of the Company (the “Board”), in its sole discretion,
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deems appropriate and as may be approved by the regulatory authorities (including the TSX Venture
Exchange);
2.

any director or officer of the Company be and is hereby authorized and directed to execute, deliver and file,
or cause to be delivered and filed the Singapore Accounting and Corporate Regulatory Authority notice of
name change including a copy of these resolutions and to do and perform all such acts and things, sign such
documents and take all such other steps as, in the opinion of such director or officer, may be considered
necessary or desirable to carry out the purpose and intent of these resolutions;

3.

notwithstanding that this special resolution has been duly passed by the shareholders of the Company, the
Board is hereby authorized and empowered, if it decides not to proceed with this resolution, to revoke this
special resolution in whole or in part at any time prior to it being given effect without further notice to, or
approval of, the shareholders of the Company; and

4.

any director or officer of the Company is hereby authorized and directed to do or cause to be done all acts
and things and to execute and deliver all agreements, forms, notices, certificates, confirmations and other
documents or instruments, as in the opinion of such director or officer may be necessary or appropriate in
order to give effect to these resolutions, such determination to be conclusively evidenced by the execution
and delivery of such agreement, form, notice, certificate, confirmation or other document or instrument or
the doing of any such act or thing.”
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SCHEDULE “B”
TRANSACTION AGREEMENT

B

SCHEDULE “C”
FORMAL VALUATION AND FAIRNESS OPINION

C

PRIVATE AND CONFIDENTIAL

July 26, 2019

Sarment Holding Limited
8, Cross Street, Wework, #18-01
Singapore
048424
Attention:

Independent Special Committee of the Board of Directors

Dear Sirs and/or Madams:
Re:

Sarment Holding Limited
Fairness Opinion1

MNP LLP (“MNP”) understands that Sarment Holding Limited (“Sarment” or the “Company”) has entered
into an agreement where the Company proposes to restructure certain of its corporate entities.
Specifically, Sarment’s division of wine selling (the “Wine Division”) is to be transferred into a newly
formed entity ‘Sarment Wine & Spirits Holding Pte. Ltd.’ (the “NewCo”), which is proposed to be sold (the
“Proposed Transaction”) to certain insiders and controlling shareholders of the Company (the “Buyers”)
for a consideration of US$20.5 million (the “Consideration”). The Consideration is to be composed of the
following:
1.

Assumption of US$20.5 million in existing debt of the Company; and,

2.

Cash consideration of US$1.

The Company has retained MNP to provide a fairness opinion (the “Fairness Opinion”) to the independent
special committee of the board of directors (the “Independent Committee”) in conformity with the Practice
Standards of the Canadian Institute of Chartered Business Valuators (the “CICBV”). The purpose of the
Fairness Opinion is to provide our opinion as to the fairness of the Proposed Transaction, from a financial
point of view, to the existing shareholders of the Company. The effective date of this Fairness Opinion is
as at May 31, 2019 (the “Opinion Date”).
MNP’s compensation for this Fairness Opinion was not contingent upon any action or event resulting from
the use of this Fairness Opinion.

CURRENCY OF THE FAIRNESS OPINION
Unless otherwise noted herein, the currency of this Fairness Opinion is denominated in United States
dollars.

1 As

defined by the Canadian Institute of Chartered Business Valuators
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July 26, 2019
Page 2 of 7

QUALIFICATIONS OF MNP
MNP is the 5th largest chartered accountancy and business advisory firm in Canada. Established in 1958,
MNP has grown from a single office in Manitoba to over 70 locations and 5,000 team members across
Canada including over 790 partners. MNP is a member of the Praxity affiliation of accounting and
advisory firms, and benefits from the shared knowledge and resources of affiliates.
MNP’s Valuation Practice has broad experience in completing assignments involving the valuation of
companies and assets for various purposes including transactions involving publicly traded companies,
financial reporting, income tax compliance and planning, dispute resolution, economic loss quantification,
among others. Our team of valuators, who have professional designations and education including
Chartered Business Valuator, Chartered Financial Analyst, Chartered Professional Accountant, and
Master of Finance have experience with the preparation of fairness opinions.
This Fairness Opinion was prepared by Victor Wong, a partner in MNP’s valuation and litigation support
practice. Mr. Wong is a Chartered Professional Accountant and a Chartered Business Valuator. All MNP
staff involved in the preparation of this Fairness Opinion were under the direct supervision of Mr. Wong.
MNP’s Valuation Practice has prepared fairness opinions across a wide variety of industries. Our
experience in the wholesale distribution industry includes fairness opinions, formal valuations and
valuations for the purposes of financial reporting, transactions and disputes.

RELATIONSHIP WITH INTERESTED PARTIES
Neither MNP, nor the principals or any of its employees, affiliates or associates is an insider, associate or
affiliate of the Company or any of their respective associates or affiliates (collectively, the “Companies”) in
connection with any matter.
Neither MNP, nor the principals or any of its employees, affiliates or associates have a financial interest in
the completion of the Proposed Transaction. The compensation received for undertaking this assignment
is based on a flat fee arrangement, and is in no way dependent in whole or in part on the agreement,
arrangement or an understanding that gives a financial incentive in respect of the conclusion reached or
the outcome or completion of the Proposed Transaction.
This Fairness Opinion was prepared in conformity with the Practice Standards of the CICBV, and in doing
so the author acted independently and objectively.
Except as otherwise noted herein, neither MNP, nor its principals or any of its employees, affiliates or
associates is acting as an advisor to the Company in connection with any matter, including other advisory
service, other than providing this Fairness Opinion and a related Formal Valuation Report as described
herein.
There are currently no understandings, agreements or commitments between MNP and the Company
with respect to any other future business dealings, other than the preparation of a Formal Valuation
Report in connection with the Proposed Transaction.

SCOPE OF REVIEW AND SCOPE OF RESTRICTIONS
The Scope of Review describes the information that we have reviewed and relied upon in arriving at this
Fairness Opinion. This information is listed in Exhibit A.
Our conclusion contained herein should not be construed as a recommendation to vote in favour of, or
against, the Proposed Transaction. No opinion, advice, or interpretation is intended in matters that
require legal or other appropriate professional advice, and we have not provided such advice to the
Board. It is assumed that such opinions, counsel or interpretations have been or will be obtained from the
appropriate professional sources.
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MNP has relied upon the completeness, accuracy and fair presentation of all the financial and other
factual information, data, advice, opinions or representations obtained by it from public sources and
management of the Company (“Management”). Our conclusion is conditional upon the completeness,
accuracy and fair presentation of such information. Subject to the exercise of professional judgment, MNP
has not attempted to verify independently the accuracy, completeness or fair presentation of information
obtained.
This Fairness Opinion is given as of the Opinion Date, on the basis of, economic, financial, and general
business conditions, and the condition, prospects, financial and otherwise, for the Wine Division as they
were reflected in the information and explanations obtained from Management and reviewed by us. MNP
disclaims any undertaking or obligation to advise any person of any change in any fact or matter affecting
this Fairness Opinion which would have been known or expected to be known as at the date of this
Fairness Opinion, but which may come to our attention after the aforementioned date.
In our analysis in connection with the preparation of this Fairness Opinion, MNP made many assumptions
with respect to industry performance, general business and economic conditions, and other matters,
which are beyond the control of MNP and the Company.
We have not been engaged or authorized to solicit bids for the Company, the Wine Division, or its shares,
nor have we been engaged to propose alternatives to the Proposed Transaction.
This Fairness Opinion must be considered in its entirety by the reader, as selecting and relying on only
specific portions of the analysis or factors considered by us, without considering all factors and analysis
together, could result in the misinterpretation of the comments and the conclusions therefrom. It is not
appropriate to extract partial analysis or make summary descriptions. Any attempt to do so could lead to
undue emphasis on a particular factor or analysis.
We reserve the right, but will be under no obligation, to review all calculations contained in this Fairness
Opinion and, if we consider it necessary, to revise our conclusion in light of any information existing at the
Opinion Date which becomes known to us after the date of this Fairness Opinion.

ASSUMPTIONS
Prior to reaching our conclusion noted herein, we have assumed the following:
1.

There has been full disclosure of any independent offers to purchase all or substantially all of the
assets of the Wine Division by others;

2.

The financial information as provided by Management has been prepared with a reasonable degree
of care and attention to reflect the best judgment of Management;

3.

The accuracy of Management’s written representations to us as to the completeness of the
disclosure of material information and facts available up to the date of this Fairness Opinion;

4.

All quantitative and qualitative information provided to us is complete and accurate;

5.

The financial statements and/or financial information provided to us and upon which we have relied
in arriving at the conclusion expressed herein, present fairly, in all material respects, the financial
position of the Wine Division as well as the results of operations for the relevant periods, and include
all, and only, the revenues, expenses, assets and liabilities of the Wine Division;

6.

There were no significant events subsequent to the Opinion Date but prior to the date of this
Fairness Opinion that would materially impact the Proposed Transaction; and,

7.

The financial information referred to under ‘Scope of Review’ are complete in all material aspects.

The preparation of a fairness opinion is a complex process and our opinion was arrived at giving
consideration to our analyses viewed as a whole and is not susceptible to partial analysis consideration to
our analyses viewed as a whole and is not susceptible to partial analysis.
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OVERVIEW OF THE COMPANY
Founded in 2012 and headquartered in Singapore, Sarment Holding Limited operates in the wine
distribution and luxury lifestyle management business in China, Taiwan, Hong Kong, Macau, Singapore
and other international locations.
The primary business operations of the Company relate to the sale of wine, spirits, and other ancillary
products. The Company also offers digital media, business intelligence, and supporting services for
customers. The Company is currently developing a digital customer experience management platform,
which helps businesses connect with their customers.
The Company is traded on the TSX-V under the symbol SAIS.

OVERVIEW OF THE PROPOSED TRANSACTION
The Proposed Transaction, as detailed in a Letter of Intent (“LOI”) provided to us by Management,
proposed a Purchase Consideration of US$20.5 million for the Wine Division, structured as follows:
1.

Assumption of US$20.5 million in existing debt of the Company; and,

2.

Cash consideration of US$1.

Based on the LOI, it is our understanding that the corporate entities of the Company operating the Wine
Division would first be restructured into NewCo, the Buyers would then acquire a 100% equity interest in
NewCo for the Purchase Consideration.

METHODOLOGY APPLIED IN PERFORMING FAIRNESS ANALYSIS
To assess fairness of the Proposed Transaction from a financial perspective, the Proposed Consideration
received by the Company must be no less than the fair market value of the Wine Division. In considering
the fair market value of the Wine Division, and thereby fairness of the Proposed Transaction from a
financial perspective, we considered a number of approaches including, but not limited, to the following:
Primary Approach
1.

Income based approach – discounted cash flow analysis of the present value of the future cash flows
anticipated to be generated by the Wine Division;

Corroborative Approaches
2.

Market based approach – analysis of comparable publicly traded company multiples; and,

3.

Market based approach – analysis of comparable precedent transaction multiples;

Primary Approach
Discounted Cash Flow Analysis
We applied a discounted cash flow approach as our primary method to assess the fairness of the
Proposed Transaction from a financial perspective. We selected a discounted cash flow approach as the
most suitable approach for the purpose of this Fairness Opinion as the fair market value of the Wine
Division is based on anticipated future cash flows which have been reasonably projected by
Management.
We were provided by Management with forecast financial results of the Wine Division (the “Forecasts”) for
the period of May 2019 to December 2022 along with the underlying assumptions. The calculation
generally included the assumptions and rationale to support the forecasts, however, some assumptions
are the best estimate of Management.
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In order to determine whether, for the purpose of our Fairness Opinion, we could place reliance on the
Forecasts, we independently developed a financial model (the “MNP Model”) of the future cash flows
expected to be generated by the Wine Division. The MNP Model was based on information provided by
Management. Utilizing the MNP Model we were able to identify and develop an understanding of the
assumptions utilized in the Forecasts and gain additional comfort that the management financial model
utilized by us was mathematically accurate and logically sound. In addition, we performed a sensitivity
analysis by varying assumptions the forecasts of the Wine Division related cash flows.
Discount Rate
The discount rate represents a risk-adjusted rate of return on the cash flows of the Wine Division as at the
Opinion Date, it is based on the weighted average cost of capital (“WACC”). The WACC is the weighted
average of the cost of debt and the cost of equity, the weighting is based on a selected ratio determined
by a notional optimal capital structure of the Wine Division.
We calculated the WACC using the Capital Asset Pricing Model (“CAPM”), which we verified with
reference to other published data. In applying these techniques, we considered the industry in which the
Wine Division operates, and factors specific to the Wine Division.
We calculated a range of unlevered betas (ie. the systematic equity risk relative to the market) for
companies with small to large capitalization primarily in the wine distribution industry by utilizing a
guideline peer group of companies provided by S&P Capital IQ.
Significant components of our WACC determination are the risk-free rate, equity risk premium, size
premium, company specific risk and debt-to-equity ratio.
Corroborating Approaches
In order to corroborate and gain additional comfort on our primary approach, we considered various
corroborating, or secondary, approaches. In selecting our corroborating approaches, we considered the
unique characteristics of the Wine Division and the Proposed Transaction.
Market Based Approaches
The quantitative analysis of comparable publicly traded companies and precedent transactions considers
the enterprise value (“EV”) and the value indicator (ie. valuation multiple) implied with the comparable. A
value indicator is a relationship between two or more data points, as observed in the comparable
companies and transactions. The selection of an appropriate value indicator is inherently limited to the
data which was collected on each of the identified companies and transactions. Data for the companies’
sales in the most recent fiscal year or last twelve months, and for the reported earnings before interest,
taxes, depreciation and amortization (“EBITDA”) are most often collected, and as such the individual
relationships between these data points and EV are often selected as value indicators.
A difficulty with market-based techniques is that the reliability of a conclusion may diminish as the
operations of the subject business diverge from the comparable companies and transactions. Further,
details of transactions are often not disclosed nor are the rationale and motivation of transactions fully
known. For example, the extent of synergy or strategic advantage implied in prices paid is not publicly
disclosed. We considered the conclusions implied by the market approach within the context of the
Proposed Transaction and specific characteristics, such as financial health, of the Wine Division.
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FAIRNESS OPINION
Based upon our scope of review, analysis, qualifications, assumptions, and subject to the foregoing, MNP
is of the opinion that, as at the Opinion Date, the Proposed Transaction is fair, from a financial point of
view, to the shareholders of the Company.

Yours sincerely,
MNP LLP

Per:
VICTOR W ONG, CPA, CMA, CBV
Valuation and Litigation Support
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EXHIBIT A: SCOPE OF REVIEW
Prior to reaching our determination on the conclusion noted herein, we examined and relied, without
audit or verification by us, primarily upon the following information:
The unaudited condensed interim consolidated financial statements of Sarment Holding
Limited, as prepared by Management, for the 3 months ended March 31, 2019;
The audited consolidated financial statements of Sarment Holding Limited, as audited by
Ernst & Young LLP, for the fiscal year ended December 31, 2018;
The unaudited interim balance sheet of the Wine Division, as prepared by Management, as at
April 30, 2019;
The unaudited statement of profit or loss of the Wine Division, as prepared by Management,
for the fiscal years ending December 31, 2014 through 2018, inclusive;
The unaudited balance sheet of the Wine Division, as prepared by Management, as at
December 31, 2014 through 2018, inclusive;
The financial forecast of the Wine Division, as provided by Management, for the period May
31, 2019 through December 31, 2022;
The Letter of Intent between the Company and the Buyers;
Information obtained through our discussions and correspondence with the following:
•

Mr. Togi Gouw, Group Chief Financial Officer of the Company; and,

•

Mr. Eason Chen, VP Finance and Control, Sarment Canada.

Overview of the Wine Division corporate website, www.sarment.com;
Information obtained from S&P Capital IQ, Inc. database, www.capitaliq.com, including, but
not limited to the following:
•

General market information;

•

Information related to the Company;

•

Comparable companies; and,

•

Comparable transactions.

Information from various industry research and databases, including, but not limited to the
following:
•

IBISWorld Inc.;

•

Bain and Co;

•

Organisation for Economic Co-operation and Development (OECD);

•

TD Economics; and,

•

People's Bank of China, the central bank of the People's Republic of China.

Duff & Phelps, Cost of Capital Navigator; and,
A letter of representation obtained from Management wherein they confirmed certain
representations and warranties that they have made to us, including a general representation
that they have no information or knowledge of any facts or material information not
specifically noted in this Fairness Opinion which, in their view, would reasonably be expected
to affect the fairness conclusions expressed herein.
We have not audited or otherwise verified the accuracy or completeness of the information relied
upon in preparing this Fairness Opinion, except as specifically disclosed herein.
Should any of the above noted information not be factual or correct our valuation conclusion, as
expressed herein, may be materially different.

Wine and Spirits Division of
Sarment Holding Limited
Formal Valuation Report
As at May 31, 2019

PREPARED BY:
Victor Wong, CPA, CMA, CBV
Valuation and Litigation Support

Suite 2200, MNP Tower
1021 West Hastings Street
Vancouver, BC V6E 0C3
Office: 604.685.8408
Fax:
604.685.8594
www.mnp.ca

WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
FORMAL VALUATION REPORT
AS AT MAY 31, 2019

TABLE OF CONTENTS
1

Introduction ..................................................................................................................................... 1

2

Purpose ........................................................................................................................................... 1

3

Currency of the Formal Valuation Report ....................................................................................... 1

4

Summary of the Planned Transaction ............................................................................................ 2

5

Summary of Value .......................................................................................................................... 3

6

Credentials of MNP LLP ................................................................................................................. 3

7

Independence and Objectivity ........................................................................................................ 3

8

Definition of Value ........................................................................................................................... 4

9

Price vs. Fair Market Value ............................................................................................................. 4

10

Restrictions ..................................................................................................................................... 4

11

Qualifications .................................................................................................................................. 5

12

Company Overview......................................................................................................................... 6

13

Wine and Spirits Division Overview ................................................................................................ 9

14

Historical Financial Performance .................................................................................................. 10

15

Industry Overview ......................................................................................................................... 12

16

Economic Overview ...................................................................................................................... 16

17

Valuation Methodology ................................................................................................................. 18

18

Primary Valuation Approach Selected .......................................................................................... 19

19

Application of the Discount Cash Flow Method ............................................................................ 20

20

Tangible Asset Backing ................................................................................................................ 20

21

Detailed DCF Calculations ............................................................................................................ 21

22

Operating Expenses ..................................................................................................................... 23

23

Overall Reasonability of Forecasts ............................................................................................... 25

24

Weighted Average Cost of Capital................................................................................................ 26

25

Present Value of Projected Free Cash Flow ................................................................................ 27

26

Valuation Conclusion .................................................................................................................... 27

27

Corroborating Valuation Approaches............................................................................................ 28

28

Application of Corroborating Valuation Approaches ..................................................................... 28

i

WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
FORMAL VALUATION REPORT
AS AT MAY 31, 2019

APPENDICES
Appendix A – Schedules
Schedule 1: Fair Market Value Summary ..........................................................................................1
Schedule 2: Present Value of Projected Free Cash Flows ................................................................2
Schedule 3: Adjusted EBITDA Projections ........................................................................................4
Schedule 4: Normalized Fixed Operating Expenses .........................................................................7
Schedule 5: Management Projections ...............................................................................................8
Schedule 6: Revenue and Expenses Summary – Management Projections ....................................9
Schedule 7: Tax Shield on Tax Losses Carried Forward ............................................................... 10
Schedule 8: Weighted Average Cost of Capital .............................................................................. 11
Schedule 9: Adjusted Net Book Value ............................................................................................ 12
Schedule 10: Corroborating Valuation Approach - Multiples: Enterprise Value .............................. 14
Schedule 11: Corroborating Valuation Approach - Valuation Multiple Summary ............................ 15
Schedule 12: Corroborating Valuation Approach - Publicly Traded Comparable Companies ........ 16
Schedule 13: Corroborating Valuation Approach - Business Descriptions...................................... 17
Schedule 14: Corroborating Valuation Approach - Publicly Traded Comparable Transactions ...... 18
Schedule 15: Corroborating Valuation Approach - Target Business Descriptions .......................... 19
Schedule 16: Corroborating Valuation Approach - Private Comparable Transactions ................... 21
Schedule 17: Working Capital Requirements - Publicly Traded Company Comparables ............... 22
Schedule 18: Historical Profit or Loss Summary - Wine and Spirits Division .................................. 23
Schedule 19: Supplementary Information to the Profit or Loss Summary - Wine and Spirits Division
.......................................................................................................................................... 24
Schedule 20: Historical and Forecasted EBITDA Summary - Wine and Spirits Division ................ 25
Schedule 21: Historical Statement of Financial Position Summary - Wine and Spirits Division...... 26
Schedule 22: Historical Profit or Loss Summary - Consolidated ..................................................... 27
Schedule 23: Historical Revenue and Expenses Summary - Consolidated .................................... 28
Schedule 24: Historical Statement of Financial Position Summary - Consolidated ........................ 30
Appendix B – Scope of Review
Appendix C – Assumptions
Appendix D – Victor Wong, CPA, CMA, CBV, Biography

ii

WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
FORMAL VALUATION REPORT
AS AT MAY 31, 2019

PRIVATE AND CONFIDENTIAL

July 26, 2019
Sarment Holding Limited
WeWork, #18-01
8 Cross Street
Singapore, Singapore 048424

Attention: Mr. Ken Robertson
Special Committee of the Board of Directors

Dear Mr. Robertson:

Re:

Sarment Holding Limited
Formal Valuation Report1

1

INTRODUCTION

1.1

At your request, we have reviewed certain information supplied to us with a view to provide you with
an independent formal valuation report (the “Formal Valuation Report”) of the fair market value
(“FMV”) of a 100% interest in the wine and spirits division (the “Division”) of Sarment Holding Limited
(“Sarment” or the “Company”), in compliance with the Ontario Securities Commission Multilateral
Instrument 61-101 ‘Protection of Minority Security Holders in Special Transactions’ (“MI 61-101”), as
at May 31, 2019 (the “Valuation Date”).

2

PURPOSE

2.1

We understand our Formal Valuation Report is required to assist the Company in meeting the
requirements of MI 61-101 regarding a proposed related party transaction, as defined by MI 61-101
(the “Proposed Transaction”).

2.2

We understand that our Formal Valuation Report is subject to the disclosure requirements under
MI 61-101.

3

CURRENCY OF THE FORMAL VALUATION REPORT

3.1

Unless otherwise noted, the currency of this Formal Valuation Report is denominated in United States
dollars.

1

As defined by the Ontario Securities Commission Multilateral Instrument 61-101.
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4

SUMMARY OF THE PLANNED TRANSACTION

4.1

On or about April 22, 2019, MNP LLP (“MNP”) communicated with Mr. Eason Chen, Vice-President of
Finance and Control of Sarment, in relation to a proposed transaction between Claude Dauphin
Estate, Mark Joseph Irwin and El Greco International Investments S.R.L. (collectively, the “Buyers”)
and the Company. Sarment is currently restructuring to create a wine and spirits division, ‘Sarment
Wine & Spirits Holding Pte. Ltd.’ The Buyers proposed to acquire 100% of the issued and outstanding
shares of capital stock of Sarment Wine & Spirits Holding Pte. Ltd., together with any and all of its
subsidiaries.

4.2

It is our understanding that on or about July 25, 2019, the Company received a signed share sale and
purchase agreement from the Buyers relating to the Proposed Transaction. From our review of the
share sale and purchase agreement, it is our understanding that a transaction price of $1.00 plus the
assumption of the following loans and accrued interest (the “Proposed Offer Price”) was proposed:
Lender
Claude Dauphin Estate
#1
#2
#3
#4
Total

7,623
1,069
2,250
250
11,192

Michael Stuart Wainwright
#1
#2

2,907
166

Total

3,073

Mark Joseph Irwin
#1
#2

2,000
750

Total

2,750

El Greco International Investments S.R.L.
#1
#2

1,000
2,500

Total

3,500

Grand total

4.3

Amount
(in $000's)

20,515

The Company formed a Special Committee of the Board of Directors (the “Special Committee”) to
review, evaluate and guide the Board of Directors through the Proposed Transaction. It is our
understanding that Mr. Ken Robertson is the chair of the Special Committee. We have been engaged
by the Company, on behalf of the Special Committee, to prepare this Formal Valuation Report.
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5

SUMMARY OF VALUE

5.1

Subject to the scope, key assumptions, restrictions and qualifications noted in this Formal Valuation
Report, we determine the FMV of the Division, as at the Valuation Date, to be as follows, per
Schedule 1:
(in $ 000's)
Fair market value, rounded

Low
17,000

High
19,000

Midpoint
18,000

5.2

Where a specific amount is required, we note the midpoint of the range presented above.

6

CREDENTIALS OF MNP LLP

6.1

MNP LLP is one of the largest public accountancy firms in Canada. Founded in 1945, MNP grew
from a single office in Manitoba to more than 75 locations across Canada. MNP is a member of the
Praxity affiliation of accounting and advisory firms and benefits from the shared knowledge and
resources of affiliates.

6.2

MNP’s Valuation Practice has broad experience in completing assignments involving the valuation of
companies and assets for various purposes including transactions involving publicly traded
companies, financial reporting, income tax compliance and planning, dispute resolution and economic
loss quantification, among others. Our team of valuators, who have professional designations
including Chartered Business Valuator, Chartered Financial Analyst and Chartered Professional
Accountant, has experience with valuations in the food and beverage sector, as well as a broad range
of other industries.

7

INDEPENDENCE AND OBJECTIVITY

7.1

MNP has reviewed the requirements of MI 61-101 regarding valuator independence. MNP is
independent of the Company and the Division as per the requirement of MI 61-101.

7.2

MNP’s compensation for the Formal Valuation Report was not contingent upon an action or event
resulting from the use of this Formal Valuation Report.

7.3

Neither MNP, nor the principals or any of its employees, affiliates or associates is an insider,
associate or affiliate of the Company or any of their respective associates or affiliates in connection
with any matter.

7.4

Neither MNP, nor the principals or any of its employees, affiliates or associates have a financial
interest in the completion of the Proposed Transaction. The compensation received for undertaking
this assignment is in no way dependent in whole or in part on the agreement, arrangement or an
understanding that gives a financial incentive in respect of the conclusion reached or the outcome of
the Proposed Transaction.

7.5

Neither MNP, nor the principals or any of its employees, affiliates or associates is acting as an advisor
to the Company in connection with any matter, including other advisory service, other than providing
the Formal Valuation Report as described herein. An engagement contract with the Company dated
May 10, 2019 outlined the terms of service including compensation, in particular that compensation
payable to MNP for preparation of the Formal Valuation Report was not contingent in whole or in part
on the conclusions reached in the Formal Valuation Report.

7.6

There are no understandings, agreements or commitments between MNP and the Company or any of
their respective associates or affiliates with respect to any future business dealings.
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8

DEFINITION OF VALUE

8.1

There are several possible measurements of value. For the purpose of this Formal Valuation Report,
we are using fair market value (“FMV”) which is defined in MI 61-101 as:
The monetary consideration that, in an open and unrestricted market, a prudent and
informed buyer would pay to a prudent and informed seller, each acting at arm’s
length with the other and under no compulsion to act.

9

PRICE VS. FAIR MARKET VALUE

9.1

FMV, as so defined, is a concept of value and does not necessarily reflect the actual price which
could be realized from an actual sale of shares of the Division in the real market. Rather, the term
reflects the notional value of the shares in an assumed market after giving consideration to the
historic and prospective operations of the Division in light of the business risk associated with the
operations and investments thereof.

9.2

The ultimate price at which the shares may be sold may differ from our calculation because of various
factors such as the existence of special purchasers, differing negotiating strengths and the nature and
timing of the payment of the purchase price.

9.3

Since these factors cannot truly be assessed without actual negotiations taking place to determine the
impact of these market forces, these factors have not been considered in our Formal Valuation
Report.
Special Purchasers

9.4

The notional value does not consider possible synergistic benefits or economies of scale that might
accrue to a special purchaser.

9.5

In order to calculate the benefits that may accrue to special purchasers, the specific synergies
realized by each special purchaser must be evaluated.
Potential Discount or Premium

9.6

For the purpose of this Formal Valuation Report, we note that MI 61-101 states in paragraph
6.4 (2) (d) the following:
In determining the fair market value of offeree securities or affected securities, not
include in the formal valuation a downward adjustment to reflect the liquidity of the
securities, the effect of the transaction on the securities or the fact that the securities
do not form part of a controlling interest.

9.7

Given that the Formal Valuation Report is in conformity with MI 61-101, we have not considered a
potential discount or premium as discussed above.

10

RESTRICTIONS

10.1

The Formal Valuation Report has been prepared for the Special Committee to comply with MI 61-101
and may not be used by any person or relied upon by any person without the express prior written
consent of MNP. MNP will assume no responsibility for losses incurred by the Company, its
shareholders, directors, or any other parties as a result of the circulation, publication, reproduction or
use of this report contrary to the provisions of this paragraph. Subject to the terms of the engagement
contract, MNP consents to the use of our Formal Valuation Report as required under MI 61-101,
including attachment to the Company’s mandatory filings such as an Information Circular to
shareholders.
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10.2

Our conclusions contained herein should not be construed as a recommendation to vote in favour of
or against the Proposed Transaction. No opinion, advice, or interpretation is intended in matters that
require legal or other appropriate professional advice and we have not provided such advice to the
Company or the Special Committee. It is assumed that such opinions, counsel or interpretations
have been or will be obtained from the appropriate professional sources.

10.3

MNP has relied upon the completeness, accuracy and fair presentation of all of the financial and other
factual information, data, advice, opinions or representations obtained by it from public sources and
management of the Company (“Management”). Our conclusions are conditional upon the
completeness, accuracy and fair presentation of such information. Subject to the exercise of
professional judgment, MNP has not attempted to verify independently the accuracy, completeness or
fair presentation of information obtained.

10.4

The Formal Valuation Report is given as of the Valuation Date, on the basis of prevailing securities
markets, economic, financial and general business conditions and the condition, prospects, financial
and otherwise, for the Company as they were reflected in the information and explanations obtained
from Management and reviewed by us. MNP disclaims any undertaking or obligation to advise any
person of any change in any fact or matter affecting the Formal Valuation Report which would have
been known or expected to be known as at the date of the Formal Valuation Report, but which may
come to our attention after the aforementioned date.

10.5

In our analysis in connection with the preparation of the Formal Valuation Report, MNP made many
assumptions with respect to industry performance, general business and economic conditions and
other matters, which are beyond the control of MNP or the Company.

10.6

We have not been engaged or authorized to solicit bids for the Company or the shares of the
Company, nor have we been engaged to propose alternatives to any proposed transactions
recommended or considered by the Company.

10.7

We reserve the right, but will be under no obligation, to review all calculations contained in our Formal
Valuation Report and, if we consider it necessary, to revise our valuation conclusion in light of any
information existing at the Valuation Date which becomes known to us after the date of our Formal
Valuation Report.

11

QUALIFICATIONS

11.1

Our Formal Valuation Report is based on analysis of information provided to us by Management, per
Appendix B: Scope of Review and the application of generally accepted valuation principles and
methodologies.

11.2

Our Formal Valuation Report was prepared on the basis of economic and business conditions
prevailing at the Valuation Date and on the conditions and prospects, financial and otherwise, of the
Division as reflected in the information and documents we reviewed and as presented to us in
discussions and correspondence with Management.

11.3

Since the assessment is made at a specific point in time, readers of this Formal Valuation Report
should be cautioned that it is not likely relevant at a different point in time and that further calculations
may be required for our conclusion to be useful at a different date.

11.4

This Formal Valuation Report must be considered in its entirety by the reader, as selecting and
relying on only specific portions of the analyses or factors considered by us, without considering all
factors and analyses together, could result in the misinterpretation of the comments and the
conclusions therefrom. It is not appropriate to extract partial analyses or make summary descriptions.
Any attempt to do so could lead to undue emphasis on a particular factor or analysis.

11.5

Our Formal Valuation Report is qualified for the lack of independent appraisals of the capital assets at
the Valuation Date. MNP’s calculations are based on our assumption that the fair market values of the
assets are equivalent to reported net book values or estimates provided by Management.
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12

COMPANY OVERVIEW2

12.1

Sarment Holding Pte. Ltd., later re-named Sarment Holding Limited, was incorporated as a private
company under the Companies Act (Cap. 50) of Singapore on January 24, 2018. Through a share
exchange, Sarment Holding Limited later became the holding company of Sarment Holding Limited
(Hong Kong), a limited liability company founded in 2012 by Bertrand Faure Beaulieu. From August
21, 2018, the common shares of the Company were publicly traded on the TSX Venture Exchange
under the symbol “SAIS”.

12.2

The Company is headquartered in Singapore, Singapore. It is our understanding that the Company
has regional offices located in Beijing and Shanghai, China, Hong Kong, SAR of China, Tokyo,
Japan, and Singapore.

12.3

Sarment operates in the luxury lifestyle management business with a focus on Asia. Sarment
expanded operations via offline, physical infrastructure managed by its service agents, as a businessto-consumer business. Efforts toward brand awareness and positioning in industry through wine and
spirits led to the development and launch of a digital platform in early 2018. The Company’s
proprietary digital platform aims to expands Sarment’s offerings of luxury goods and services through
various partners and categories as well as offer a more personalized service to customers.

12.4

Sarment provides the following products and services:
 Sale of wines, spirits, sake and other ancillary products, such as glassware;
 Professional services such as sommeliers selections, event planning, sourcing of rare items, wine
tasting, food pairing events and spirits-related services to bars and hotels; and,
 Development of Customer Experience Management ("CEM") platform, which is a proprietary
cloud-based software managing the digital marketplace, marketing campaigns and users’
behavioral data that provides a back-end customer management function for the Company’s
customers.

12.5

The target market for Sarment’s products and services are high and ultra high net worth individuals,
and luxury businesses. Since 2012, Sarment has served over 4,500 clients worldwide.

12.6

The fiscal year end of the Company is December 31. The Company reports under International
Financial Reporting Standards (“IFRS”).

2

Company information was obtained from Sarment’s website: www.sarment.com/, as well as the
prospectus of Sarment for its initial public offering, dated July 26, 2018.
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Organizational Structure3
12.7

Below is a graphical representation of the organizational structure of Sarment per the most recent
publicly filed financial statements of the Company as at the Valuation Date. All subsidiaries are wholly
owned (100%), except where noted otherwise.

Digital platform development
Sale of wines

Sarment
Holding
Limited (SG)

Holding or dormant

Sarment
Holding
Limited (HK)

Sarment (S)
Pte. Ltd.

Sarment
SARL

Sarment
UK Limited

Sarment IP
Holding
Pte. Ltd.

Sarment
US Inc.

94%
Sarment
Limited

94%
Sarment
China
Limited

12.8

Sarment
Pte. Ltd.

SWTC Pte.
Ltd.

SARL
Sarment
France

94%
Sarment
(Macau)
Limited

SWTC
(Macau)
Ltd.

Sarment
Japan KK

Based on information received, it is our understanding that post restructuring of the loan, the
shareholding in Sarment Limited would increase from 93.9% to 98.9%.

3

Organizational structure as at March 31, 2019 per the financial statements of Sarment for the quarter
ended March 31, 2019.
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Shares Overview4
12.9

As at the Valuation Date, Sarment had approximately 32 million shares outstanding with a closing
price of Cdn$2.25 per share, indicating a market capitalization of approximately Cdn$72.0 million.
The following summarizes the Company’s share price and market capitalization since August 21,
2018:

12.10

4

The Company’s daily share trading volume since August 21, 2018, ranged from none to a high of
10,690 shares. The following summarizes the Company’s average daily trading volume per month
since inception:

Information obtained from the S&P Capital IQ database.
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12.11

As at March 31, 2019, the latest public filing before the Valuation Date, the composition of the share
ownership was as follows:
Holders

Owner Type

El Greco International Investments S.R.L.
Mr. Bertrand Faure Beaulieu
Mr. Mark Irwin
Claude Dauphin Estate
Yelin Lapidot - Mutual Funds Management Ltd.
Mr. Quentin Chiarugi
Mr. Robert T. Wolf

Private corporation
Individual, insider
Individual, insider
Private corporation
Investment manager
Individual, insider
Individual, insider

Subtotal
Other shareholders
Total

Common stock % of common shares
equivalent held
outstanding
9,172,781
6,768,032
4,681,463
4,580,063
1,233,095
469,506
27,500

28.9%
21.3%
14.7%
14.4%
3.9%
1.5%
0.1%

26,932,440

84.7%

4,861,880

15.3%

31,794,320

100.0%

Senior Management
12.12

Key executives and board members of Sarment include:
i.

Bertrand Beaulieu, Founder and Executive Chairman;

ii.

Quentin Chiarugi, Chief Executive Officer and Director;

iii.

Paolo Bulgari, Honorary Chairman;

iv.

Togi Gouw, Chief Financial Officer;

vi.

Will Beatie, Chief Technology Officer;

vii.

Michael Hardman, Chief Marketing Officer; and,

viii.

Mario Max-Philipp Aron, Chief Executive Officer of the business unit responsible for all wine
and spirits activity across existing, new and developing markets.

13

WINE AND SPIRITS DIVISION OVERVIEW

13.1

The Division generates revenue for Sarment through the following products and services:
 Sale of wines, spirits, sake and other ancillary products, such as glassware; and,
 Professional services such as sommeliers selections, event planning, sourcing of rare items, wine
tasting, food pairing events and spirits-related services to bars and hotels.

13.2

Historical financial information for the Division, prepared and provided by Management, is in
Appendix A as Schedules 18, 19 and 21.

13.3

When the restructuring is complete, the operations of the Division will include Sarment Wine & Spirits
Holding Pte. Ltd. as the holding company. The Buyers have proposed to acquire 100% of the issued
and outstanding shares of capital stock of Sarment Wine & Spirits Holding Pte. Ltd., together with any
and all of its subsidiaries. The organizational chart shows the entities in the Sarment group of
companies identified as ‘sale of wines’ operations.
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14

HISTORICAL FINANCIAL PERFORMANCE

14.1

The historical financial results of the Division are discussed below. The financial statements for the
Division prepared and provided by Management are included in Appendix A as Schedules 18, 19,
and 21.
Profitability

14.2

Since 2015, revenue and the earnings before interest, taxes, depreciation and amortization
(“EBITDA”), as provided by Management of the Division, are displayed below:

(in $ 000's)

Year ended December 31,
2016
2017

2015

Revenue
EBITDA

8,611
(8,385)

10,139
(9,621)

16,939
(7,244)

2018
20,431
(3,212)

Five months
ended May 31,
2019
6,300
(1,763)

14.3

As presented above, revenue for the Division increased from $8.7 million in 2014 to $20.4 million in
2018. From 2016 to 2018, the EBITDA margin improved but remained negative, including the five
months ending May 31, 2019 (the “2019 Interim Results”).

14.4

The following summarizes the Division’s annual growth for revenue and EBITDA, as well as the
compound annual growth rate (“CAGR”), for fiscal years 2015 to 2018:
2015
Revenue
EBITDA

-0.6%
-6.0%

Annual growth rate
2016
2017
17.7%
-14.7%

67.1%
24.7%

2018
20.6%
55.7%

CAGR
23.92%
n/a
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Historical revenue composition
14.5

As reflected in the Company’s financial statements, the Division is the main source of revenue for
Sarment. The Division records revenue in the following streams:
 Sales of wine and spirits and other ancillary products; and,
 Revenue from professional services, including sommelier services and spirits-related services to
bars and hotel, such as the design and development of bar menu, events and training of staff.

14.6

The table below summarizes the percentages of sales generated by the sales of wine and spirits and
other ancillary products, compared to those generated by professional services:5

Sales of wine and spirits
Professional services

14.7

2015

2016

2017

2018

99.87%
0.13%

99.72%
0.28%

98.78%
1.22%

98.93%
1.07%

Per above, the proportion of sales generated from the provision of professional services historically
remained below 2.0%, with almost the entirety of sales of Sarment coming from the sale of wines and
spirits and other ancillary products.
Historical revenue by geographical segment

14.8

Sarment’s historical percentage of revenue by geographical segment, excluding adjustments for
inter-segment revenues, is as follows:
2015

2017

2018

Average

3,071
1,531
4,009

3,677
3,681
2,781

6,427
6,273
4,239

8,586
6,240
5,755

Total, excl. adjustments

8,611

10,139

16,939

20,581

As a Percentage of Total Revenue
China
Hong Kong
Singapore and International

35.7%
17.8%
46.6%

36.3%
36.3%
27.4%

37.9%
37.0%
25.0%

41.7%
30.3%
28.0%

37.9%
30.4%
31.7%

100.0%

100.0%

100.0%

100.0%

100.0%

Total

14.9

2016

Revenue (in $ 000's)
China
Hong Kong
Singapore and international

As noted above, the percentage of total sales from China steadily increased while the percentage of
revenue from Hong Kong and Singapore and International fluctuated over the historical period.

5

Per the audited financial statements of Sarment Holding Limited (Hong Kong) and of Sarment Holding
Limited for fiscal years 2015 through 2018.
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Expenses
14.10

The following summarizes the Division’s major expense categories since 2015:

(In thousands $'s)

12,000
10,000
8,000
6,000
4,000
2,000
2015

14.11

2016

2017

2018

May 31, 2019
(5 months)

Staff costs

Travelling and entertainment expenses

Logistic expenses

Marketing expenses

Rental

All other operating expenses

Over the historical period, ‘staff costs’ represented the greatest operating expenses of the Division.
The following shows the percentage of ‘staff costs’ relative to total expenses and total revenue:
2015

2016

Staff costs as a percentage of:
Total expenses
43.4%
Total revenue
52.5%

41.5%
52.5%

2017

59.8%
43.1%

2018

55.8%
26.2%

May 31
2019
5 months
59.5%
34.6%

Average

52.0%
41.8%

15

INDUSTRY OVERVIEW

15.1

The Division operates in the industry Wine and Distilled Alcoholic Beverage Merchant Wholesalers,
classified under the North American Industry Classification (“NAICS”) code 424820 or the industry
Wine and Distilled Beverages under the Standard Industrial Classification (“SIC”) code 5182.6

15.2

Per the financial projections provided by Management, the Division aims to generate revenue from
the following geographic areas: China, Hong Kong, Macau, Taiwan, Singapore, Japan and Southeast
Asia.
Wine and Spirits Wholesaling Industry7

15.3

The Wine and Distilled Alcoholic Beverage Merchant Wholesalers industry is comprised of
businesses primarily engaged in the merchant wholesale distribution of wine, distilled alcoholic
beverages or neutral spirits and ethyl alcohol used in blended wines and distilled liquors.

6

NAICS Association. North American Industry Classification System (NAICS). Accessed June 2019
from www.naics.com.
7 IBISWorld. Industry Report 42482: Wine & Spirits Wholesaling in the US. December 2018, Anna Miller.
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15.4

15.5

Factors that drive revenue growth for the industry include:
i.

Increased consumer spending driven by an increase in disposable income, as alcohol is
considered a discretionary item and higher value liquors as a luxury item; and,

ii.

Consumer trends toward high-value and premium spirits and wines.

Key success factors for businesses in this industry include:
i.

Control of inventory levels to ensure movement of product and to reduce warehousing costs;

ii.

Establishment of a portfolio of brand-name products that are recognized and easier to sell;

iii. Proximity to key markets, that is suppliers and customers, to minimize transport and distribution
costs;
iv. Compliance with government regulations on alcohol to avoid legal complications; and,
v.

Effective marketing and product promotion through value-add services such as tastings, wine and
food pairings, inventory management and new product development.

Online Beer, Wine and Liquor Sales Industry8
15.6

Industry revenue for online beer, wine and liquor sales greatly increased as more consumers gain
internet connections at home or on mobile, forming a larger potential customer base. The rising
number of consumers that shop online will remain a key growth market. Furthermore, according to
consumer surveys, alcohol had a strong online browse-to-buy correlation and Asia-Pacific had 26% of
consumer respondents say they browse alcoholic beverages online.

15.7

Earnings before interest and tax was expected to be around 5.6% of industry revenue in 2018.

15.8

The industry is in the growth stage of its economic life cycle, with a growing number of operators in
the industry and rapid growth in consumer acceptance of products and services, rapid technology and
process change, rapid introduction of products and brands and many new competitors.

15.9

The industry is trending toward an asset light operating model, wherein some operators do not
warehouse inventories and instead act as intermediaries between physical stores and customers.

15.10

The tendency of consumers to link alcohol quality to price increases demand for premium alcoholic
beverages as per capita disposable income rises. Fine wines, liquors and craft beers are
discretionary purchases. Many online wine purchasers are wine connoisseurs or enthusiasts who are
willing to spend more on wine than the average shopper at a brick-and-mortar store.

15.11

High shipping rates, online security and logistical issues, such as product temperature and signature
requirements pose threats to the industry.

15.12

Typically, online retailers compete based on price, product portfolio, customer service and website
security. Timely deliveries and fraud prevention are important.
Wine Industry in Asia-Pacific9

15.13

According to MarketLine, the wine industry in Asia-Pacific is forecasted to have a value of around
USD$185 billion by 2020, which has experienced annual growth of 2.1% from 2011 to 2015 and is
expected to experience annual growth of 13.0% from 2015 to 2020.

8

IBISWorld. Industry Report OD5087: Online Beer, Wine & Liquor Sales in the US. February 2018,
Darshan Kalyani.
9 MarketLine Industry Profile. Wine in Asia-Pacific. October 2016. Accessed June 2019 from
www.capitaliq.com.
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15.14

The following provides a graphical representation of the historic and forecasted revenue and growth
for the wine industry in Asia-Pacific:
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Wine and Spirits in China10 11
15.15

The compound annual growth rate for the wine market in China was around 16.2% from 2013 to 2017
and forecasted to be approximately 13.9% from 2018 to 2022.

15.16

The market for wine in China is growing due to factors including:
i.

More consumers with a knowledge and preference for foreign wines;

ii.

Growing middle-class rising household incomes;

iii. Plans by the Chinese government to improve distribution to the interior of China;
iv. Most populous country in the world with one of the largest economies;
v.

Increased travel and interest in Western culture and trends; and,

vi. Tourism to wine drinking countries.
15.17

Imported wines are traditionally seen as a status symbol and as an important part doing business.
Foreign brands are perceived to have more product safety and therefore are more trusted.
Counterfeit alcohol is an issue in the Chinese market and exploits inexperienced consumers who are
unaware of how a certain foreign brand should taste.

15.18

Quality and brand are key purchasing factors for Chinese consumers in order to show dignity, honour
and pride. The ability to purchase imported wines and spirits indicates wealth and social status.
There is also a culture of gift giving, whether for business meetings, social gatherings, or family
dinners, with premium gifts such as foreign wines or spirits demonstrating taste, wealth and
sophistication.

10

Agriculture and Agri-Food Canada. Sector Trend Analysis: The Wine Market in China. October 2016.
Accessed June 2019 from www.agr.gc.ca.
11 Agriculture and Agri-Food Canada. Sector Trend Analysis: Spirits, wine, and liqueurs in China. May
2019. Accessed June 2019 from www.agr.gc.ca.
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15.19

Though other wines are also gaining volume growth, red wine, particularly Cabernet Sauvignon and
Merlot, is especially popular among Chinese consumers for reasons such as:
i.

Importance of the colour red within Chinese culture and society;

ii.

Preference for expensive, high-quality reds; and,

iii. French wine producers were the first to enter China and gain popularity.
15.20

Young, more experiential and open-minded Chinese wine consumers have begun to drink other
varieties of wine and in their social life outside of work.

15.21

In terms of spirits, whiskies, gins and vodkas are the categories expected to grow in the most
between 2018 and 2022. All ranges of white and brown spirits are seeing large growth. Cognac and
brandy sales are particularly growing due to their luxury French image.

15.22

Chinese consumers, especially millennials, are increasingly shopping online for spirits or wine from
worldwide on quality cross-border e-commerce websites and on mobile applications. Millennials buy
almost everything online due to the convenience of the well-developed delivery system in first-tier
cities.

15.23

Chinese consumers prefer to choose a brand they already know or was recommended by friends or
family. They are also likely to conduct research online on winery specialized websites and apps
before making a purchase.
Wine and Spirits in Hong Kong12

15.24

The compound annual growth rate for imports in the wine market in Hong Kong was around 10.3%
from 2013 to 2017.

15.25

The market for wine in China is growing due to factors including:
i.

The removal of Hong Kong’s wine duty in 2008;

ii.

Enhanced appreciation of wine supported by the government and private sector; and,

iii. Efficiency in importing and exporting as a market and re-export hub.
15.26

Hong Kong is a mature wine market and has the highest per capita consumption of wine in Asia.
There is minimal local wine production and almost all wine is imported.

15.27

In 2008, Hong Kong removed all duty-related customs and administrative controls for wine which
allowed Hong Kong to become a major wine trading hub. With a low-cost threshold to market entry,
Hong Kong has become highly competitive, segmented and active in the market for premium wines,
due to demand from investors and wealthy consumers in mainland China.

15.28

Hong Kong is a brand conscious market, with First Growth Bordeaux and Grand Cru Burgundy wines
from France being especially popular.
Wine and Spirits in Japan13

15.29

The compound annual growth rate for imports in the wine market in Japan was declining at around
1.6% from 2014 to 2018. Consumption of wine increased in Japan over the last decade, along with
whiskey and liquors. Most of the wine is imported, with France being by far the largest supplier on a
value basis, though France faces increased competition from New World wines.

12

United States Department of Agriculture, Foreign Agricultural Service. Hong Kong Wine Market Report.
April 2018. Accessed June 2019 from www.fas.usda.gov.
13 United States Department of Agriculture, Foreign Agricultural Service. Japan Wine Market Overview.
February 2019. Accessed June 2019 from www.fas.usda.gov.
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15.30

The older population in Japan has enjoyed wine historically and the market for high quality wines has
increased due to their considerable disposable income. Meanwhile, the younger population has a
decreasing interest in drinking culture.
Wine and Spirits in Singapore14 15

15.31

The compound annual growth rate for imports in the wine market in Singapore was around 6.1% from
2012 to 2017.

15.32

The wine market in Singapore is growing alongside the rapidly growing economy and high disposable
incomes, in addition to an affinity toward premium imported wine products.

15.33

Limitations include ‘sin’ taxes on alcohol as well as a large Muslim population which abstains from
drinking alcohol.

16

ECONOMIC OVERVIEW16

16.1

Our research and comments relating to the economic outlook is focused on China, Japan, Hong
Kong, Taiwan, Macau, Singapore and Southeast Asia, which are the geographic regions in which
Management forecasted the Division to sell most of its products.
Real GDP Growth, Annual Percent Change

16.2

Gross domestic product (“GDP”) measures the monetary value of goods and services bought by the
final users in a country in a given period. GDP counts all the output generated within the borders of a
country, including by foreign entities, both for sale in the market and some nonmarket production,
such as government services. The following table summarizes the forecasted real GDP growth as an
annual percent change, per data obtained from the International Monetary Fund (“IMF”):
2018

2019F

2020F

2021F

2022F

6.6%
3.0%
4.7%
2.6%
0.8%
3.2%
5.0%

6.3%
2.7%
4.3%
2.5%
1.0%
2.3%
5.0%

6.1%
3.0%
4.2%
2.5%
0.5%
2.4%
5.1%

6.0%
3.0%
4.1%
2.4%
0.5%
2.5%
5.1%

5.7%
3.0%
4.1%
2.3%
0.5%
2.6%
5.2%

Country
China
Hong Kong
Macau
Taiwan
Japan
Singapore
Southeast Asia

Per the above, most regions are expected to continue to experience real GDP growth, but this growth
will take place at a lower annual percent than experienced in 2018.

14

United States Department of Agriculture, Foreign Agricultural Service. Singapore Exporter Guide
Annual 2018. Januarys 2019. Accessed June 2019 from www.fas.usda.gov.
15 GlobalData. Premiumization opportunities abound in Singapore wine market, says GlobalData. May
2018. Accessed June 2019 from www.globaldata.com.
16 Data obtained from the International Monetary Fund. Accessed June 2019 from www.imf.org.
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GDP Per Capita, Current Prices (US Dollars Per Capita)
16.3

GDP per capita represents the output of goods and services per person. The table below
summarizes the forecasted GDP per capita in current prices in US dollars, per data obtained from the
IMF:
2018
Country
China
Hong Kong
Macau
Taiwan
Japan
Singapore
Southeast Asia

2019F

9,608
48,517
82,388
24,971
39,306
64,041
4,510

10,153
50,542
86,417
25,448
41,021
65,627
4,743

2020F
11,014
52,738
91,093
26,777
43,701
68,487
5,071

2021F
11,935
55,083
96,103
28,300
46,358
71,278
5,384

2022F
12,900
57,550
101,835
30,058
49,164
74,356
5,711

The table shows that all regions are forecasted to experience rising GDP per capita during the
projection period.
Inflation Rate, Average Consumer Prices
16.4

Inflation measures the rate of increase in prices of a set of goods and services over a specific period.
The following table summarizes the forecasted inflation rate of average consumer prices as an annual
percent change, per data obtained from the IMF:
2018

2019F

2020F

2021F

2022F

2.1%
2.4%
3.0%
1.5%
1.0%
0.4%
2.7%

2.3%
2.4%
2.5%
1.1%
1.1%
1.3%
2.7%

2.5%
2.5%
2.7%
1.2%
1.5%
1.4%
3.0%

2.8%
2.4%
3.0%
1.4%
1.1%
1.3%
2.9%

2.9%
2.5%
3.1%
1.4%
1.2%
1.4%
2.9%

Country
China
Hong Kong
Macau
Taiwan
Japan
Singapore
Southeast Asia

Based on the table presented, the forecasted inflation rates of average consumer prices will vary
between 1.1% and 3.1% annually during the projection period.
Unemployment Rate
16.5

The unemployment rate represents the percentage of the labour force that is seeking a job and not
currently employed. Higher employment is a lagging indicator of growth in economic activity and
production. The following table summarizes the forecasted unemployment rate as a percentage, per
data obtained from the IMF:
2018

2019F

2020F

2021F

2022F

3.8%
2.8%
1.8%
3.8%
2.4%
2.1%
n/a

3.8%
2.8%
1.8%
3.7%
2.4%
2.0%
n/a

3.8%
2.8%
1.8%
3.7%
2.4%
2.0%
n/a

3.8%
2.8%
1.8%
3.7%
2.4%
1.9%
n/a

3.8%
2.8%
1.8%
3.7%
2.4%
1.9%
n/a

Country
China
Hong Kong
Macau
Taiwan
Japan
Singapore
Southeast Asia

Per the above, the unemployment rate for all regions is expected to remain consistent or decline.
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17

VALUATION METHODOLOGY

17.1

There are two basic approaches to determining the FMV of the Division which are:

17.2

i.

Going concern approach; and,

ii.

Liquidation approach.

The two approaches are described below:
Going Concern Approach

17.3

The going concern approach assumes a continuing business enterprise with the potential for
economic future earnings/cash flow.

17.4

Where a business has commercial value as a going concern, the three generally accepted
approaches to determine FMV are:
i.

The income/cash flow approach;

ii.

The market approach; and,

iii. An asset-based approach.
17.5

The approaches are described below:
The Income / Cash Flow Approach

17.6

Income based techniques are generally used in cases where the FMV of the business is primarily
derived from the income or cash flow that the assets of the business generate. Employing such a
technique, one of two approaches is commonly employed.

17.7

A sustainable level of business income, or cash flow, is capitalized at a rate or rates of return
considered appropriate given the risks and opportunities associated with the income or cash flow.

17.8

Alternatively, when forecast earnings or cash flows are not expected to be consistent over time or
when the cash generating life of the business is likely limited to a finite period, the discounted cash
flow approach may be appropriate. The discounted cash flow approach forecasts business cash flows
and these forecasted cash flows are discounted to present value at an appropriate rate of return.
The Market Approach

17.9

It is generally accepted that market transactions can provide an indication of FMV. Therefore, a
valuation based on comparable transactions or publicly traded companies is likely to provide accurate
results.

17.10

The difficulty with market-based techniques is that their reliability diminishes as the operations and/or
assets of the business being compared diverge from the operations and/or assets being valued. It is
also difficult, at times, to obtain the information necessary to become sufficiently familiar with
potentially comparable transactions as details of transactions are often not disclosed nor is the
rationale and motivation fully known. For example, the extent of synergy or strategic advantage
implied in prices paid.

17.11

The market approach based on comparable transactions or publicly traded companies determines the
valuation multiples of those companies and applies them to the subject company. Examples of
valuation multiples include:
i.

Price to EBITDA;

ii.

Price to revenues; and,

iii. Price to book value.
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Asset Based Approach
17.12

Asset-based techniques are generally used in cases where the value of the business relates directly
to the value of each of the assets of the business, net of liabilities and other obligations.

17.13

Utilizing an asset-based valuation approach, the valuator bases FMV of the company on the value of
the underlying assets, less liabilities, any taxes and selling costs associated with a hypothetical
transaction.

17.14

Asset based techniques are often used as a check against a cash flow-based approach. For example,
a hypothetical purchaser of a business may pay no more for a business than the underlying assets.

17.15

The most common examples where an asset-based technique is employed are in the valuation of real
estate or investment holding companies. Asset-based techniques are also commonly used in
situations where it is assumed that the business, while currently not providing an adequate return on
the assets employed, can reasonably be expected to do so in an appropriate time frame. Asset-based
techniques can also be used in the case of a new, or relatively new business venture where it is not
expected the business will reach a profitable state in the near future, but the cost to acquire an
alternative similar, profitable business justifies such an investment.
The Liquidation Approach

17.16

A liquidation approach would be used if the subject company is not viable as a going concern, or if the
return on the assets on a going concern basis is not adequate.

17.17

Where a business operation does not have commercial value as a going concern, two generally
accepted approaches to determining FMV are considered:

17.18

i.

Orderly liquidation; and,

ii.

Forced liquidation.

The two approaches are described below:
Orderly Liquidation

17.19

This value is the net realizable value of the business’ assets on an orderly disposition made in a
manner that would minimize the loss and/or taxes thereon.
Forced Liquidation

17.20

This value is the net realizable value of the business’ assets assuming a “fire sale” disposition. A
forced liquidation assumes the absence of a dedicated effort over time to minimize the loss and/or
taxes thereon.

18

PRIMARY VALUATION APPROACH SELECTED

18.1

In determining the appropriate methodology to determine the FMV of the Division, we have
considered:
i.

The Formal Valuation Report is prepared in connection with a potential transaction for the
Division;

ii.

The Division will continue as a going concern;

iii. The Division has a history of operations since 2012;
iv. Historical financial results are not a reflection of expectations of future financial results;
v.

The Division has an established customer base that will continue to generate revenue for the
foreseeable future;

vi. The EBITDA margin of the Division improved in recent years; and,
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vii. There are moderate barriers to entry in this industry such as access to financial resources,
warehousing and purchasing of fine wines, spirits and other inventory and attraction and retention
of high net worth individuals as customers.
18.2

Based on these factors and our experience with the valuation of similar businesses, we have
considered a going concern DCF method using the unlevered approach in valuing the Division to be
appropriate.

19

APPLICATION OF THE DISCOUNT CASH FLOW METHOD

19.1

The Discounted Cash Flow (“DCF”) method is generally used in situations where the future cash
flows of the business entity can be reasonably forecasted and are expected to differ from historical
results as a result of various business or operational changes.

19.2

Under the DCF method, FMV is calculated as the net present value of expected future free cash
flows. Future free cash flows, i.e. after reflecting items such as income taxes, sustaining capital
expenditures and changes in working capital, are projected over a discrete projection period and
discounted by a suitable rate of return (the discount rate), which considers a number of risk factors –
company-specific, industry specific and forecast risk as well as the time value of money.

19.3

Where applicable, the “residual” or “terminal” value of the business or asset at the end of the
projection period is included in the calculation, which assumes that cash flows from operations will
continue to be realized at an assumed growth rate, or the business will be disposed of or exited and
converted to cash.

19.4

This approach thus considers the amount, timing and relative certainty of projected cash flows
expected to be generated by the net operating assets. Assumptions must be made regarding several
items including timing and amount of future cash flows, discount rates and terminal values. The risk
that some of the assumptions will prove to be inaccurate, i.e. forecast risk, is one of the risk factors
evaluated in the determination of the discount rate to be used in establishing a range of values.

19.5

We have applied the DCF methodology on an enterprise or unlevered or debt-free basis. Under this
approach, cash flow is calculated prior to interest expense and is discounted using an overall required
rate of return referred to as weighted average cost of capital (“WACC”). The WACC is a weighted
average of the company’s cost of equity capital and its cost of debt (borrowing rate). It is
representative of the investment risk inherent in the ownership of the business enterprise or
operations, including all assets, tangible and intangible, current and long-term.

19.6

The unlevered DCF approach described above results in a calculation of business enterprise value,
also known as enterprise value (“EV”), i.e. the value of the business operations. In order to arrive at
share equity value, the values of redundant assets are added to EV and the value of debt, if any, is
deducted. Redundant assets are defined as assets that are not used in operations, such as excess
cash, and therefore do not affect the going concern value of the operations. A prudent vendor will
either extract such non-operating assets from the business prior to sale or add the value of such
assets to the going-concern value of the business.

20

TANGIBLE ASSET BACKING

20.1

We prepared a calculation of the net tangible asset backing (“TAB”) as at the Valuation Date to
assess the extent of the risk incorporated into the FMV determined under the DCF approach. TAB is
defined as the aggregate FMV of all tangible and identifiable intangible assets where the value of
both, less all liabilities, was determined under a going-concern assumption. TAB provides an
indication of the net assets required to support the Division’s ongoing operations.

Page 20

WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
FORMAL VALUATION REPORT
AS AT MAY 31, 2019

20.2

As presented on Schedule 9, we determined the Division’s TAB to be approximately $3.0 million,
based on adjustments and assumptions discussed below.
i.

The FMV of the Division’s asset and liabilities would be approximated by their report net book
value as at the Valuation Date, other than as noted hereafter; and,

ii.

The debt and intercompany balances of $31.5 million were removed as it is understood that these
will not be carried by the Division after the Proposed Transaction.

20.3

Redundant assets are assets that are not required to generate the Division’s maintainable cash flow
or earnings. It is assumed that a prudent vendor would extract redundant assets or be otherwise
compensated for them prior to the sale. Ignoring the redundant assets would likely result in an
undervaluation of the business because a purchaser would be able to extract them without impacting
ongoing cash or earnings and effectively receive a refund of a portion of the purchase price. There
were no redundant assets as at the Valuation Date.

20.4

In determining if the Division held normalized working capital as at the Valuation Date, we determined
benchmark working capital based on the Division’s historical working capital and corroborated with
benchmark industry information.

20.5

Based on our analysis, we selected working capital of 9.8% of revenue as appropriate. Based on our
analysis, the Division had a reasonable level of working capital as at the Valuation Date therefore no
adjustment was made. See Schedule 9 for our detailed calculations.

21

DETAILED DCF CALCULATIONS

21.1

We were provided by Management with forecast financial results for the years ending December 31,
2019 through 2022, inclusive, as detailed on Schedules 5 and 6.

21.2

In order to perform a DCF analysis, we developed a financial model projecting the financial results of
the Company to 2022. Our financial model was based on information provided by Management,
historical financial results, our research and analysis, and expectations for the future.

21.3

In developing our forecasts, we analyzed the historical results of the Division and determined
reasonable expectations for the future.
Revenue

21.4

In our assessment of forecasted revenue, we reviewed historical results, projections prepared by
Management, relevant industry information and held discussions with Management.

21.5

Historical sales and compound annual growth rate since 2015, by geographic region, is presented
below. This data was obtained from the audited financial statements of Sarment. There is a difference
of $150,000 between the revenue disclosed for 2018 for Sarment and the revenue for the Division in
the internal financial information provided by Management. Based on our discussions with
Management, it is our understanding that the difference relates to the Company’s revenue from its
technology division. We note that this did not impact our analysis.
Revenue (in $ 000's)

Actual
2015

2016

2017

2018

CAGR since
2015

China
Hong Kong
Singapore and International

3,071
1,531
4,009

3,677
3,681
2,781

6,427
6,273
4,239

8,586
6,240
5,755

40.9%
59.7%
12.8%

Total revenue

8,611

10,139

16,939

20,581

33.7%

Historical revenue growth

n/a

17.7%

67.1%

21.5%
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21.6

The revenue projections prepared by Management are as follows:
(in $ 000's)
Revenue
Revenue growth

Actual
2018

2019

20,581

Management Forecast
2020
2021

25,036
21.6%

33,500
33.8%

2022

44,500
32.8%

53,000
19.1%

21.7

The average historical revenue growth rate of the Division was 35.4% over the last three years, and
the average forecasted revenue growth of 26.8% for the next four years. When the 2019 Interim
Results are annualized, projected revenue for 2019 is approximately $15.1 million. Our analysis is
further discussed in paragraph 21.11 hereafter.

21.8

Per correspondence with Management, the Division expects increased sales in the remainder of
2019. In the Management Discussion and Analysis for the quarter ended March 2019 of Sarment
(“March 2019 MD&A”), Management indicated that the decrease in revenue relative to the same
quarter in 2018 was mainly in the Hong Kong and China business segment. The decrease in revenue
was due to management restructuring and transition as well as limitation of the market on the current
business model in Hong Kong, as well as a slow down due to global challenges with China.

21.9

Management expects that a digital transformation will materialize in the latter half of 2019 and there
will be renewed growth due to new management and transformative actions. Per the March 2019
MD&A, revenue growth rate in China was lower in the first quarter of 2019 because Sarment was
phasing out and introducing brands of wine. We understand that the new brands of wine generate
better margins.

21.10

Given that the annualized year-to-date May 2019 results imply a revenue decrease of approximately
26.5% compared to Management projected growth of 21.6% for 2019, we assumed 2019 results will
experience no growth. We also have assumed that Management’s revenue growth projections will be
delayed by one year.

21.11

To summarize the analysis above, we revised Management projections; our DCF analysis utilized
projected revenue as follows:
(in $ 000's)

Actual
2018

Revenue
Expected growth

20,431

Projected

May 31
2019
5 months

December 31
2019
7 months

6,300
0.0%

14,131

2020
25,036
22.5%

2021

2022

33,500
33.8%

44,500
32.8%

Cost of Sales
21.12

In determining projected cost of sales, we analyzed and gave consideration to the following: the
Division's historical cost of net sales as a percentage of sales; Management prepared forecasts; and
our analysis in Schedule 3. We note that cost of sales as a percentage of revenue forecasted by
Management for 2019 is marginally lower than the historical period under review and the annualized
year-to-date results. We considered the historical average cost of sales for the three most recent
completed fiscal years, 2016 to 2018, of 69.3% to be a fair representation for the future.
Corporate Income Taxes

21.13

Forecasts prepared by Management are before consideration of corporate income taxes. In our
analysis, we determined the taxes payable before discounting the cash flows.
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21.14

Given that the Division operates in multiple tax jurisdictions, our DCF considers the corporate income
tax applicable to the countries in which the Company operates. We identified the tax rate based on
information disclosed in the audited financial statements of Sarment Holding Limited and its
predecessor Sarment Holding Limited (Hong Kong). Our DCF applied a corporate income tax rate of
18.0% as representative of future operations of the Division.

21.15

On Schedule 2, we determined taxes associated with the projected cash flow.

21.16

Due to historical operating losses, the Division has tax losses that can be applied to offset future
income taxes payable. As at the Valuation Date, approximately $42.9 million in tax losses is available
to reduce future income taxes. We applied this balance to our DCF to eliminate income taxes
payable over the projection period. We calculated the value of the unused tax losses at the end of the
projection period through our calculations in Schedule 7. The present value of future income for
deferrals was added to our FMV conclusion on Schedule 1. We have assumed that the tax losses will
be acquired in the Proposed Transaction.
Annual Capital Expenditures

21.17

Generally, an operating company is required to invest in capital items in order to sustain and grow
operations. We estimated annual capital expenditures for the Division based on capital expenditures
as a percentage of revenue observed in somewhat comparable publicly traded companies. We also
reviewed historical capital expenditures of Sarment. Correspondence with Management indicated that
minimal capital expenditures are required. Our DCF analysis utilized capital expenditures of 0.5% of
revenue in our analysis; detailed calculations are included on Schedule 12.

21.18

A portion of the expected future annual cash outflow for sustaining capital reinvestment will be offset
by income tax savings resulting from applying tax depreciation on the cost of the capital assets
acquired. We determined the ‘tax shield’ associated with the capital expenditures in the year
incurred.
Changes in Working Capital

21.19

Every operating company requires a level of working capital in order to perform general business
functions throughout the year. Working capital is comprised of minimal required cash on hand, other
liquid investments, accounts receivable and inventory less accounts payable and other short-term
liabilities. This level of working capital is unique to each industry and company.

21.20

Working capital represents additional cash that must be available to the Division for day-to-day
operations; the level of working capital generally increases as operations of the Division increase.

21.21

In determining a level of working capital appropriate for the Division, we reviewed the revenue to
working capital ratios of somewhat comparable publicly traded companies. Our analysis on
Schedule 17 identified a normalized industry average working capital to revenue ratio of 8.2%. As at
the Valuation Date, the Division had a working capital ratio of 9.8%, sufficiently similar to the industry
ratio. As of the Valuation Date, the Division held an appropriate level of working capital.

22

OPERATING EXPENSES

22.1

Material operating expense categories of the Division are as follows:
i.

Salaries;

ii.

Bonus;

iii. Commission;
iv. Other staff costs;
v.

Staff consultant;

vi. Travelling and entertainment expenses;
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vii. Logistic expenses;
viii. Marketing expenses;
ix. IT consulting;
x.

Rental; and,

xi. Other operating expenses.
22.2

We discuss in detail below.
Salaries

22.3

Historical salaries expense of the Division ranged from 19.9% to 47.7% of revenue. Per the March
2019 MD&A, Sarment initiated a cost reduction plan to improve overall financial performance. Per
correspondence with Management, the variable component of salaries is insignificant as there is
minimal change in staffing needs as revenue changes. We have considered salaries a fixed expense,
increasing at the estimated inflation rate of 2.0% per year.
Bonus

22.4

Per historical Division financial information provided by Management, there were no bonuses paid in
the Division until $299,000 was paid in 2018. Management projects that bonuses will continue to be
paid in the future, increasing to $640,000 by 2022. Per discussion with Management, a minimal
amount of salaries is variable, therefore bonuses have also been considered a fixed expense,
increasing by the estimated inflation rate of 2.0% per year.
Commission

22.5

Commission expenses were first paid in 2018 and are projected by Management to be paid in the
future, at a rate ranging from 1.2% to 1.8% of revenue. We assumed that commission expenses are
variable based on revenue. We selected 2018 commission expenses of 1.4% of revenue as
representative of expenses going forward.
Other staff costs

22.6

Per correspondence with Management, ‘other staff costs’ include:
i.

Medical, unemployment, workplace, maternity and house fund;

ii.

Compensation;

iii. Welfare;
iv. Health insurance;
v.

Training;

vi. Mobile;
vii. Human resources service fees; and,
viii. Other expenses.
22.7

Per historical financial information for the Division, historical ‘other staff costs’ ranged from 3.4% to
8.3% of revenue. Management projects ‘other staff costs’ will decline to between 0.7% to 1.0% of
revenue in the future.

22.8

Given the relationship of ‘other staff costs’ with salaries, we considered ‘other staff costs’ to be a fixed
expense. ‘Other staff costs’ have been included in our calculation of normalized fixed operating
expenses in Schedule 4, increasing by the utilized inflation rate of 2.0% per year.
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Staff consultant
22.9

Staff consultant expenses were minimal over the historical period. Management excluded staff
consultant expenses from projections, implying these are of a non-recurring nature. Our DCF analysis
excluded staff consultant expenses in our determination of normalized fixed operating expenses in
Schedule 4.
Travelling and entertainment expenses

22.10

Travelling and entertainment expenses decreased over the historical period. Per the March 2019
MD&A, travel was reduced after the initial public offering in 2018. Sarment also reduced or eliminated
discretionary spending, such as entertainment, during 2019. Our DCF analysis utilized the most
recent completed fiscal year.
Logistic expenses

22.11

Logistic expenses decreased over the historical period. Per the March 2019 MD&A, Sarment closed
an under-utilized distribution centre in Europe. We utilized the logistic expense as a percentage of
revenue, per projections prepared by Management, in our DCF.
Marketing expenses

22.12

Marketing expenses decreased over the historical period. Per the March 2019 MD&A, marketing
functions were largely performed by employees as opposed to outsourced to third parties as in
previous years. We utilized 2018 marketing expenses as a percentage of revenue as indicative of
future expectations in our DCF.
IT consulting

22.13

‘IT consulting expense’ is considered fixed per discussions with Management. Our DCF analysis
included IT consulting expense in our normalized fixed operating expenses calculation per
Schedule 4.
Rental

22.14

Based on discussion with Management, rental expense is a fixed expense of the Division. Wine is
stored in temperature-controlled warehouses. The Division has made a commitment to store a
minimum level of wine; we understand there to be excess storage capacity. Rental was included in
our calculation of normalized fixed operating expenses in Schedule 4 and increased by inflation going
forward.
Other operating expenses

22.15

‘Other operating expenses’ are considered fixed and have been included in our normalization of fixed
operating expenses going forward, increasing by inflation.
Summary of operating expenses

22.16

Based on our review and analysis, our DCF assumes that by 2022 Management will reduce operating
expenses to 24.3% of net sales, resulting in a business with positive cash flow.

23

OVERALL REASONABILITY OF FORECASTS

23.1

We compared the actual financial results of the Division to Management projections in Schedule 20.
We have presented the quantum and percentage of sales over the historical and forecast periods.

23.2

Our DCF analysis indicates a forecast of increasing operating income to 2022 because of the costreduction initiatives and the positive expectations for the wine industry. Furthermore, since most of
the Division’s expenses are fixed, rather than variable, with increasing revenues it is expected that
operating income will improve.

Page 25

WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
FORMAL VALUATION REPORT
AS AT MAY 31, 2019

23.3

It is important to note that our forecasts assume that the Division will continue to operate in the
various countries in the foreseeable future. If it does not, future revenues may be materially affected.
Some jurisdictions may have a larger impact than others, for instance, China has a higher gross
margin compared to other business units.

23.4

We note that forecasts of future financial results are inherently subject to uncertainty. We have
assumed that budgets, forecasts, projections, estimates and any assumption prepared by
Management has been reasonably prepared on a basis reflecting the best possible information
available to Management. We note that actual results will not occur as forecast, however, the
forecasts utilized in the DCF represent best possible efforts to determine reasonable financial results.

24

WEIGHTED AVERAGE COST OF CAPITAL

24.1

The discount rate represents a risk-adjusted rate of return on the cash flows of the Division as at the
Valuation Date and is based on the WACC. The WACC is the weighted average of the cost of debt
and the cost of equity. The weighting is based on a selected ratio determined by the optimal capital
structure of the Division.

24.2

We calculated the WACC using the Capital Asset Pricing Model (“CAPM”). In applying these
techniques, we considered the industry in which the Division operates, the financial information of the
Publicly Traded Comparable Companies in the Alcoholic Beverage Distribution industry and
company-specific factors.

24.3

Based on our analysis, we determined the appropriate WACC range for the future operations of the
Company to be 13.9% to 15.1%.

24.4

Significant components of our WACC determination are the relevered equity beta, risk-free rate,
equity risk premium, size premium, company-specific risk and debt-to-equity ratio.

24.5

The relevered equity beta were determined through comparison to the Publicly Traded Comparable
Companies in the Alcoholic Beverage Distribution industry selected in Schedule 8. We selected
relevered equity beta of 0.16 to 0.18.

24.6

We selected a risk-free rate based on the 10-year government debt interest rate of China. The equity
risk premium applied was based on the Duff & Phelps Cost of Capital database.

24.7

In determining our size premium we utilized the Duff & Phelps Cost of Capital database. Specifically,
we employed the micro-cap rate. Micro-cap includes the smallest companies from the dataset. The
Duff & Phelps Cost of Capital database is a widely used and accepted reference for rates of returns
and risk premia.

24.8

Company-specific risk represents those risks that are unrelated to the specific industry, not related to
size and are unique to the company when compared to their peer group. Company-specific risk is
determined by consideration of these various, generally qualitative, factors. A business valuator
utilizes judgement and experience in translating these specific risk issues to a quantitative amount.

24.9

In our review and analysis of the Division, we identified company-specific risks that include, but are
not limited to:
i.

The Division relies on sales in multiple countries. Operations over multiple jurisdictions are
subject to regulatory requirement and tax changes and currency fluctuations;

ii.

The Division operates in a competitive market which includes large companies that may have
better financial, technical and marketing resources;

iii. Experience of the management team in the industry in which they operate;
iv. Historical losses incurred by the Division and its past financial performance; and,
v.

The inherit uncertainty of a financial forecast.
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24.10

Based on our considerations of the company-specific risk factors above, we applied a
company-specific risk range of 13.0% to 15.0%.

24.11

In order to determine the appropriate debt-to-equity ratio, we reviewed a peer group of comparable
companies in the Alcoholic Beverage Distribution industry. Our selection of the Publicly Traded
Comparable Companies is included in Schedule 8.

24.12

Based on the comparable companies’ debt-to-equity ratios, we selected a market debt-to-equity ratio
of 0.70.

24.13

We then determined the appropriate WACC to apply to the free cash flows.

25

PRESENT VALUE OF PROJECTED FREE CASH FLOW

25.1

We calculated the net present value of the forecast free cash flow utilizing a WACC range noted
assuming receipt of cash flow evenly spread throughout the year.

25.2

As at the end of the 2022 fiscal year, the residual value of the Division’s forecasted cash flows is
calculated. This cash flow is defined as the maintainable cash flow, that being the cash flows that the
Division will maintain into perpetuity. It is assumed that at this point the cash flows of the Division will
not experience any significant growth or decline.

25.3

We then applied a terminal value capitalization rate against the maintainable cash flows. The
capitalization rate is calculated as the inverse of the discount rate less future growth. We applied a
future growth rate of 4.0% per annum.

25.4

The future growth rate of 4.0% is comprised of the long-term outlook for inflation of 2.0% plus a
premium of 2.0% for the future growth prospects and risks of the Division. The future growth rate is
corroborated as being slightly higher than the 10-year government debt interest rate of China of
3.40% as China is the primary geographic region served by the Division. We also have noted that a
future growth rate of 4.0% was applied in the valuation of Sarment in the Initiation Report prepared by
Paradigm Capital Inc. dated November 5, 2018, intended to reflect the outsized growth in the number
of high net worth individuals in the target market.

25.5

Our DCF is summarized on Schedule 2.

26

VALUATION CONCLUSION

26.1

Based upon the scope of our review, analysis, qualifications and assumptions made, our opinion of
the FMV of the Division as at the Valuation Date may be summarized as follows:
(in $ 000's)
Fair market value, rounded

Low
17,000

High
19,000

Midpoint
18,000

26.2

Where a specific amount is required, we note the midpoint of the above noted range.

26.3

Further, we note that the valuation conclusion above implies that the fair market value of the
Division’s intangible assets, considered together and commonly referred to as goodwill, is in the
range of $13.7 million to $16.3 million.

Page 27

WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
FORMAL VALUATION REPORT
AS AT MAY 31, 2019

27

CORROBORATING VALUATION APPROACHES

27.1

In order to gain additional comfort on the conclusion reached in our primary approach, we considered
various secondary, or corroborating, approaches. In selecting our corroborating approaches, we
considered the unique characteristics the Division and the Proposed Transaction. Based on our
review of the Proposed Transaction, we considered the following corroborating approaches:
Market Comparable Approach

27.2

Market comparable approach is a market-based valuation approach that requires the development of
valuation multiples derived from the review of similar publicly traded companies and public and
private transactions.

27.3

The market based comparable approach is generally considered an appropriate secondary approach
in corroborating the FMV conclusion derived from the primary approach.
Capitalized Cash Flow Approach

27.4

A capitalized cash flow approach requires the determination of a normalized ongoing cash flow from
operations. This approach is generally applied to a profitable and stable business.

27.5

As our primary approach was a DCF, a capitalized cash flow approach would generally be considered
redundant in determining the FMV of the Company.
Cost of Reproduction

27.6

Another considered approach in determining the FMV of the Division is to determine the cost to
reproduce the assets and intellectual property. This approach assumes that, absent synergistic and
other buyer specific factors, one would pay no more for the Division than the costs required to
reproduce it in its current state.

27.7

In the case of the Division as at the Valuation Date, as the Division is in active business operations
with established revenue, utilizing the costs of reproduction would not be representative of FMV.

28

APPLICATION OF CORROBORATING VALUATION APPROACHES

28.1

We utilized a market comparable valuation approach to corroborate our primary approach. In applying
a market-based valuation approach, we considered market indicators as follows:
i.

Somewhat comparable publicly traded companies;

ii.

Transactions in the market that are somewhat comparable to the Proposed Transaction; and,

iii. Somewhat comparable private company transactions.
28.2

To arrive at a conclusion utilizing our secondary approach, the following procedures were considered:
i.

Identify publicly traded companies that are somewhat comparable to the Division;

ii.

Identify buy/sell transactions that are somewhat comparable to the Division;

iii. Derive and select appropriate implied value indicators in connection to the publicly traded
companies and transactions; and,
iv. Apply the selected value indicators to the Division.
28.3

Our complete analysis is presented on Schedules 10 through 17.
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Identification of Somewhat Comparable Publicly Traded Companies and Transactions
28.4

Data regarding publicly traded companies and actual transactions of public and private companies
are recorded in a number of private databases or are otherwise publicly available and are sorted
according to the North American Industry Classification System (“NAICS”) or Standard Industry
Classification (“SIC”) systems. Publicly traded companies and transactions involving companies with
the same or similar NAICS or SIC codes were extracted and summarized.

28.5

Our selection of somewhat comparable companies is identified through the S&P Capital IQ database
with companies and transactions identified under Alcoholic Beverage Distribution.
Selection of Value Indicator

28.6

A value indicator is a relationship between two or more data points. For example, if the purchase of a
company with revenues in the most recent fiscal year of $10.0 million recorded an EV of $4.0 million,
then the revenue to EV value indicator is 0.4.

28.7

The selection of an appropriate value indicator is inherently limited to the data collected for each of
the identified transactions. Data for the company’s sales in the most recent fiscal year and for the
reported EBITDA are most often collected and as such the individual relationships between these
data points and EV are often selected as value indicators.

28.8

The EV to EBITDA ratio is one of the commonly accepted relevant measures on which to base
valuation multiples as it incorporates the effects of target company’s profitability and eliminates the
effects of leverage.

28.9

EV to revenue ratios are also commonly used because they may eliminate biases in differing
accounting policies, capital structure, tax rates, profitability and other differences, whether actual or
accounting based, that may impact earnings and provide a relatively common basis to assess value.
However, an EV to revenue ratio ignores the profitability of a company or the return to an investor.

28.10

As a generality, as the purpose of a business is to generate positive return to the shareholders, a
cash flow based multiple such as a multiple of EBITDA, is a better indicator of FMV than a multiple of
revenue. However, a negative EBITDA cannot be applied to a value indicator.
Application of Value Indicators – Publicly Traded Companies Multiples

28.11

On Schedule 12, various averages and medians for publicly traded companies’ EV to revenue and
EBITDA value indicators are determined. The selected ratios are then applied to the revenue and
EBITDA for relevant periods, to determine a range of implied EV for the Division.
Application of Value Indicators – Comparable Transactions Multiples

28.12

On Schedule 14 and Schedule 16, various averages and medians for value indicators relating to
buy/sell transactions in the Alcoholic Beverage Distribution industry are determined. The selected
ratios are then applied to the Division’s revenue and EBITDA for various years, to determine a range
of implied EV for the Division.
Secondary Approach Conclusion

28.13

28.14

Based on our analysis, our conclusion as derived on Schedule 10 by the secondary approaches
implied FMV as follows:
(in $ 000's)

Low

High

Implied equity value, rounded
Revenue multiple approach
EBITDA multiple approach

16,200
17,500

16,900
19,100

Midpoint
16,500
18,300

We note that the corroborating approaches are generally consistent with our primary approach.
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28.15

The conclusions derived from the above corroborating approaches are within the range of our primary
approach. We note that our primary approach considers unique characteristics and financial forecast
of the Company. As such, we can conclude that the FMV derived from our primary approach is
appropriate for the purpose of this Formal Valuation Report.

The attached schedules are an integral part of our Formal Valuation Report and demonstrate the application
of the selected valuation methodology in determining our valuation conclusion.
Should you have any comments regarding the above, please contact the undersigned at 604.685.8408.
Yours sincerely,
MNP LLP

Per:
VICTOR WONG, CPA, CMA, CBV
VALUATION AND LITIGATION SUPPORT
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Fair Market Value Summary
As at May 31, 2019 (in US$ 000's)

Schedule 1

Reference
Present value of projected cash flow
Tax shield on existing capital asset balance
Tax shield on tax losses carried forward

Low

High

Schedule 2
Note 1
Schedule 7

14,500
2,250

16,900
2,450

Enterprise value
Debt

Note 2

16,750
-

19,350
-

Going concern value
Net redundant assets

Note 3

16,750
-

19,350
-

En bloc value of equity

16,750

19,350

Rounded

17,000

19,000

18,000

Midpoint
Calculation of intangible asset value (goodwill)
Going concern value
Net tangible asset value

Above
Schedule 9

Intangible asset value
Rounded

16,750
3,420

19,350
3,420

13,330

15,930

13,300
CONFIRM

15,900

Notes:
1. The financial statements of the Division show capital assets at approximately $188,000 when right-of-use assets are excluded
(Schedule 9). Generally companies experience a future tax savings benefit based on the ability to depreciate capital assets for
tax purposes. We note that the Division is headquartered in Singapore and operates across numerous countries. Due to the
complexity of multi-jurisdictional operations, the low capital asset balance per the financial statements and the inability to
receive any tax deferral benefits until profitability, we have determined the value of future tax deferrals to be negligible.
2.

Interest-bearing debt, accrued interest, and interest-bearing debt equivalents have been deducted from the total present value
of unlevered cash flows (the enterprise value) to calculate levered equity value, as follows:
Reference
Intercompany balance
Loans from shareholders
Short-term loan and derivatives
Shareholder loan

Schedule 9
Schedule 9
Schedule 9
Schedule 9

Total debt

-

3.

Redundant assets are those which are not required in the day-to-day operations of the Company, in that they are not expected
to contribute to the generation of future cash flows (see Schedule 9).

4.

This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Present Value of Projected Free Cash Flows
As at May 31, 2019 (in US$ 000's)

Schedule 2

Reference

Revenue

Schedule 3

EBITDA

Schedule 3

As a % of revenue
Corporate income taxes

Note 1

Maintainable cash flow, after tax
Annual capital expenditures
Tax shield on sustaining capital reinvestment
Changes in working capital

Note 3
Note 4
Note 5

Free cash flow, after tax

Dec 31
2019
7 months
14,131

Forecasted
2021

2020

25,036

Terminal
Value

2022

33,500

44,500

46,280

(483)

(772)

978

3,288

3,420

-3.4%

-3.1%

2.9%

7.4%

7.4%

-

-

-

-

(483)

(772)

978

(71)
4
-

(125)
12
(400)

(168)
22
(700)

(550)

(1,286)

132

3,288
(223)
31
(900)
2,197

(616)
2,804
(231)
38
(100)
2,511

Present value of free cash flow - low
Maintainable free cash flow, after tax
Terminal multiple @ 11.1%

Note 6

Maintainable free cash flow, after tax
Present value factor @ 15.1%

Schedule 8

Present value - low
Total - low, rounded

2,511
9.0
(550)
0.960

(1,286)
0.859

132
0.746

2,197
0.648

22,578
0.648

(528)

(1,104)

99

1,423

14,627

14,500

Present value of free cash flow - high
Maintainable free cash flow, before tax
Terminal multiple @ 9.9%

Note 6

Maintainable free cash flow, before tax
Present value factor @ 13.9%

Schedule 8

Present value - high
Total - high, rounded

2,511
10.1
(550)
0.963

(1,286)
0.869

132
0.763

2,197
0.670

25,397
0.670

(529)

(1,117)

101

1,471

17,009

16,900
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Present Value of Projected Free Cash Flows
As at May 31, 2019 (in US$ 000's)

Schedule 2

Notes:
1.
Based on the closing balance of tax losses disclosed in the notes to the audited financial statements of the Company for the
year ended December 31, 2018, we calculated the usage of the carried forward losses as follows:
Reference
EBITDA
Tax losses applied

Below

2019
(483)
-

Taxable cash flow
Corporate income tax at 18.0%

2020

Note 2

2021

(772)
-

Terminal
Value

2022

978
(978)

3,288
(3,288)

-

-

-

-

-

-

-

-

3,420
n/a
3,420
(616)

Tax losses carried forward were determined as follows:
2019

2.

2020

2021

2022

Tax losses, beginning
Losses (utilized) / generated

42,924
483

43,407
772

44,180
(978)

43,202
(3,288)

Tax losses, ending

43,407

44,180

43,202

39,914

We applied a tax rate of 18.0% based on information included in the income tax expenses disclosures in the audited financial
statements of Sarment Holding Limited and its predecessor Sarment Holding Limited (Hong Kong), as follows:
2015
Loss before income tax
Tax at the domestic rates applicable to profits in the
countries where the Group operates:
Implied effective domestic tax rates

2016

2017

2018

(9,585)

(11,974)

(15,469)

(23,531)

(1,904)

(2,361)

(2,885)

(4,263)

19.9%

19.7%

18.7%

18.1%

3.

The annual capital expenditures were estimated at 0.5% of revenue based on the capital expenditures as a percentage of
revenue observed in the Publicly Traded Comparable Companies in Schedule 12.

4.

A portion of the expected future annual cash outflow for sustaining capital reinvestment will be offset by income tax savings
resulting from claiming capital allowances on the cost of the capital assets acquired. We assumed that the capital allowance
would be claimed over a three-year period on a straight-line basis, based on tax legislations in Singapore.

5.

Working capital requirements were determined based on our review of historical information of the Company as well as
benchmark. Changes in working capital requirements are calculated as follows:
2019
20,431
20,431

Revenue, beginning
Revenue, ending
Changes in revenue
Working capital as a % of revenue
Working capital requirement, rounded

2020

Schedule 17

8.2%
-

20,431
25,036

2021
25,036
33,500

2022
33,500
44,500

Terminal
Value
44,500
46,280

4,605
8.2%

8,464
8.2%

11,000
8.2%

1,780
8.2%

(400)

(700)

(900)

(100)

6.

The terminal multiple is determined by the inverse of the discount rate, per Schedule 9, less the future expected growth rate. For
the purpose of this Report, we considered a terminal growth rate of 4.0%. The terminal growth rate was estimated based on the
forecasted inflation rate of approximately 2.0% per Schedule 3, plus a premium of 2.0%. Furthermore, this terminal growth rate
is a small premium to the 10-year government debt interest rate of China of 3.40%, per Schedule 9. China is the primary
geographic region served by the Division. We also have noted that a terminal growth rate of 4.0% was also applied in the
valuation in the Initiation Report prepared by Paradigm Capital Inc. dated November 5, 2018, intended to reflect the outsized
growth in the number of high net worth individuals in the target market of Sarment Holding Limited.

7.

This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Adjusted EBITDA Projections
For the years ending December 31 (in US$ 000's)

Actual
May 31
2018
2019
5 months

Reference
Revenue
Cost of sales

Schedule 3

Note 1
Note 2

Forecasted
Dec 31
2019
7 months

2020

2021

2022

20,431
14,036

6,300
4,404

14,131
9,789

25,036
17,343

33,500
23,206

44,500
30,826

6,395

1,897

4,342

7,693

10,294

13,674

284
691
1,284
182

104
206
460
42

196
478
408
126

348
847
723
223

466
1,133
968
298

619
1,505
1,286
396

2,441

812

1,209

2,141

2,865

3,806

7,164

2,847

3,617

6,324

6,450

6,579

9,605

3,659

4,825

8,465

9,316

10,385

EBITDA

(3,210)

(1,763)

(483)

(772)

978

3,288

As a % of revenue

-15.7%

-28.0%

-3.4%

-3.1%

2.9%

7.4%

Gross profit
Variable expenses
Commission
Travelling and entertainment expenses
Logistic expenses
Marketing expenses

Note 3
Note 4
Note 5
Note 6

Total variable expenses
Fixed operating expenses

Note 7

Notes:
1. Historical revenue per Schedule 19. Forecasted revenue based on our analysis of projections prepared by Management
(Schedule 6) and industry information. Of note, revenue for the 5 months to May 31, 2019 was $6.5 million, or 25.2% of
Management forecasted revenue of $25.0 million for 2019. Based on our review, due to the speculative nature of meeting the
2019 revenue forecast, we applied a 0.0% revenue growth rate for 2019 and deferred Management revenue projections by
one year.
2. From our review of financial statements for the Division, gross margin fluctuated slightly over the historical period. Per
Schedule 20, Management forecasted cost of sales as a percentage of revenue to range between 68.0% and 69.7%. For the
purpose of this Report, we utilized the average of 2016 to 2018, as follows:
May 31
2015
2016
2017
2018
2019
5 months
Cost of sales
Revenue

Schedule 17
Schedule 17

Cost of sales percentage
Forecast
Historical average
Average, 2016 to 2018

6,582
8,611
76.4%

6,929
10,139
68.3%

11,989
16,939
70.8%

14,036
20,431
68.7%

4,404
6,300
69.9%

68.0% to 69.7%
71.1%
69.3%

Selected

69.3%

3. From our review of financial statements for the Division, commission expenses were first incurred in 2018 and are forecasted
by Management to range from 1.2% to 1.8% of revenue. For the purpose of this Report, we utilized the most recently
completed year, as follows:
May 31
2015
2016
2017
2018
2019
5 months
Commission
Revenue
% of revenue

Schedule 17
Schedule 17

8,611
0.0%

Forecast

1.2% to 1.8%

Selected

1.4%

10,139
0.0%
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16,939
0.0%

284
20,431
1.4%

104
6,300
1.7%

Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Adjusted EBITDA Projections
For the years ending December 31 (in US$ 000's)

Schedule 3

4. From our review of financial statements for the Division, travelling and entertainment expenses as a percentage of revenue
generally experienced a downward trend over the historical period. Per the March 2019 MD&A, travelling and entertainment
expenses were reduced after the initial public offering in 2018. Additionally, Sarment Holding Limited reduced or eliminated
discretionary entertainment expenses during 2019. In the projections prepared by Management, travelling and entertainment
expenses are forecasted to represent 1.0% to 1.1% of revenue. For the purpose of this Report, we utilized the most recent
May 31
2015
2016
2017
2018
2019
5 months
Travelling and entertainment expenses
Schedule 17
Revenue
Schedule 17

1,287
8,611

% of revenue

14.9%

Forecast
Historical average, 2015 to 2018

1,591
10,139
15.7%

1,210
16,939
7.1%

691
20,431
3.4%

493
6,300
7.8%

1.0% to 1.1%
10.3%

Selected

3.4%

5. From our review of financial statements for the Division, logistic expenses as a percentage of revenue decreased over the
historical period. Per the March 2019 MD&A, Sarment Holding Limited closed an under-utilized distribution centre in Europe.
Per projections prepared by Management, logistic expenses are forecasted to be 2.5% to 2.9% of revenue for the projection
period. For the purpose of this Report, we utilized the high end of the forecast range, as follows:
May 31
2015
2016
2017
2018
2019
5 months
Logistic expenses
Revenue

Schedule 17
Schedule 17

% of revenue

1,011
8,611
11.7%

Forecast
Historical average, 2015 to 2018

870
10,139
8.6%

1,153
16,939
6.8%

1,284
20,431
6.3%

1,105
6,300
17.5%

2.5% to 2.9%
8.4%

Selected

2.9%

6. From our review of financial statements for the Division, marketing expenses as a percentage of revenue decreased over the
historical period. Per the 2019 MD&A, from 2019 marketing functions were largely performed by employees and no longer
outsourced to third parties. Management projects that marketing expenses will be 0.8% to 0.9% of revenue during the
projection period. For the purpose of this Report, we utilized the most fiscal year, as follows:
May 31
2015
2016
2017
2018
2019
5 months
Marketing expenses
Revenue

Schedule 17
Schedule 17

729
8,611

% of revenue

8.5%

Historical average, 2015 to 2018

5.3%

Selected

0.9%

668
10,139
6.6%

888
16,939
5.2%

182
20,431
0.9%

101
6,300
1.6%

7. For the purpose of this Report, normalized fixed operating expenses are projected to increase by 2.0% per annum based on
the forecasted inflation rates for the primary geographic regions in which the Division operates, as follows:
2019

2020

2021

2022

6,200
1.00

6,200
1.02

6,324
1.02

6,450
1.02

Inflation adjusted fixed operating expenses
Stub period adjustment

6,200
0.583

6,324
1.000

6,450
1.000

6,579
1.000

Normalized fixed operating

3,617

6,324

6,450

6,579

Annualized fixed operating
Inflation factor

Schedule 4
Note 8
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Adjusted EBITDA Projections
For the years ending December 31 (in US$ 000's)

Schedule 3

8. The inflation factor was determined by assessing industry data obtained from the International Monetary Fund, specifically
expected inflation rates for the primary geographic regions in which the Division operates. Forecasted inflation data for these
geographic regions is summarized as follows:
Inflation rate, average consumer prices

2019

2020

2021

2022

China
Hong Kong
Macau
Taiwan
Japan
Singapore

2.3%
2.4%
2.5%
1.1%
1.1%
1.3%

2.5%
2.5%
2.7%
1.2%
1.5%
1.4%

2.8%
2.4%
3.0%
1.4%
1.1%
1.3%

2.9%
2.5%
3.1%
1.4%
1.2%
1.4%

Average
Average, no high-low
Median

1.8%
1.8%
1.8%

2.0%
2.0%
2.0%

2.0%
2.0%
1.9%

2.1%
2.1%
2.0%

Selected

2.0%

9. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Normalized Fixed Operating Expenses
For the years ended December 31 (in US$ 000's)

Schedule 4

Reference
Total operating expenses
Normalization adjustments
Variable expenses
Commission
Travelling and entertainment expenses
Logistic expenses
Marketing expenses
Staff consultant
Plant and equipment written off
Loss on disposal
Consultant

May 31
2019
Note 1

2015

2016

2017

Schedule 18

10,414

12,831

12,194

9,607

8,783

Note 2
Note 2
Note 2
Note 2
Note 3
Note 3
Note 3
Note 3

(1,287)
(1,011)
(729)
(67)
(13)

(1,591)
(870)
(668)
(225)
(2)
(33)

(1,210)
(1,153)
(888)
(8)
(206)

(284)
(691)
(1,284)
(182)
(2)
-

(251)
(493)
(1,105)
(101)
(91)
-

7,307

9,442

8,729

7,164

6,742

6,215

1

2

3

4

4

4

7,307

18,885

26,187

28,655

26,969

24,861

Normalized fixed operating expenses

2018

2019F
Schedule 5
7,876

(439)
(282)
(723)
(216)
-

Weighted normalized operating expenses
Weighting

Note 4

Estimated maintainable operating expenses
Weighted average normalized operating expenses
Simple average of relevant normalized operating expenses
Most recent full year
2019 projection per Management
Selected expected operating expenses

Note 4

7,381
7,600
7,164
6,215
6,200

Notes:
1. The year-to-date results for the five month period ended May 31, 2019, per Schedule 18, were annualized on a straight-line basis.
2. Variable expenses have been deducted from total expenses in our determination of normalized fixed operating expenses. Based
on our correspondence with Management, 'staff costs' (except 'commission'), 'IT consulting', 'rental', and 'other' expenses are
considered as fixed costs.
3. 'Staff consultant', 'plant and equipment written off', 'loss on disposal' and 'consultant' expenses were added back due to their nonrecurring nature.
4. The normalized fixed operating expenses have been selected based on consideration of the Division's historical and prospective
financial results. It is our understanding that over the historical period Management implemented cost reduction initiatives.
Based on our review of the Division's historical performance and discussions with Management, we selected annualized 2019
fixed operating expenses as representative of a normalized amount.
5. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Management Projections
For the years ending December 31 (in US$ 000's)

Schedule 5

Reference
Revenue
Cost of sales

Projected
2020
2021

2022

25,036
17,036

33,500
22,989

44,500
31,030

53,000
36,920

Gross profit

8,000

10,511

13,470

16,080

As a % of revenue

32.0%

31.4%

30.3%

30.3%

4,982
2,894

5,580
3,618

6,417
4,522

7,251
5,653

7,876

9,198

10,939

12,904

124

1,313

2,531

3,176

0.5%

3.9%

5.7%

6.0%

(304)
265
340
47

265
-

265
-

265
-

347

265

265

265

(224)

1,049

2,266

2,911

-0.9%

3.1%

5.1%

5.5%

876

-

-

-

1,049

2,266

2,911

Staff costs
Other operating expenses

Schedule 6

2019

Schedule 6
Schedule 6

Earnings before interest, depreciation, and taxes
As a % of revenue
Foreign exchange loss / (gain)
Depreciation and amortization
Stock-based compensation
Other income

Earnings before interest and taxes
As a % of revenue
Finance costs
Loss before income tax

(1,100)

Notes:
1. Information prepared and provided by Management.
2. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Revenue and Expenses Summary - Management Projections
For the years ending December 31 (in US$ 000's)

Schedule 6

Projected
2019

2020

2021

2022

Revenue
China
Hong Kong, Macau, and Taiwan
Singapore and Southeast Asia
Japan

11,000
5,500
7,536
1,000

18,000
5,700
8,000
1,800

25,000
7,000
10,000
2,500

30,000
8,000
11,000
4,000

Total revenue

25,036

33,500

44,500

53,000

Staff costs
Salaries
Bonus
Commission
Other
Staff consultant

3,861
440
439
242
-

4,324
493
492
271
-

4,973
567
566
312
-

5,619
640
639
352
-

Total staff costs

4,982

5,580

6,417

7,251

282
723
216
25
715
932

353
904
270
31
894
1,165

441
1,130
338
39
1,118
1,456

552
1,413
422
49
1,397
1,820

2,894

3,618

4,522

5,653

Other operating expenses
Travelling and entertainment expenses
Logistic expenses
Marketing expenses
IT consulting
Plant and equipment written off
Loss on disposal
Consultant
Rental
Other
Total other operating expenses

Notes:
1. Information prepared and provided by Management.
2. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.

Appendix A
Page 9 of 30

Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Tax Shield on Tax Losses Carried Forward
As at May 31, 2019 (in US$ 000's)

Schedule 7

Reference
EBITDA
Tax losses applied
Corporate income tax rate

2023

2024

2025

2026

Year ending December 31
2027
2028
2029

2030

2031

2032

Note 1
Note 2
Schedule 2

3,420
3,420
18.0%

3,556
3,556
18.0%

3,699
3,699
18.0%

3,847
3,847
18.0%

4,001
4,001
18.0%

4,161
4,161
18.0%

4,327
4,327
18.0%

4,500
4,500
18.0%

4,680
4,680
18.0%

4,867
3,724
18.0%

Note 3

616

640

666

692

720

749

779

810

842

670

0.563

0.489

0.425

0.369

0.320

0.278

0.242

0.210

0.182

0.158

346

313

283

255

231

208

188

170

154

106

0.588

0.516

0.453

0.398

0.350

0.307

0.270

0.237

0.208

0.182

362

331

302

276

252

230

210

192

175

122

Corporate income tax savings
Present value of free cash flow - low
Present value factor @ 15.1%

Schedule 8

Present value
Total - rounded

2,250

Present value of free cash flow - high
Present value factor @ 13.9%

Schedule 8

Present value
Total - rounded

2,450

Notes:
1. EBITDA based on projected EBITDA per Schedule 2, applying a growth of 4.0% per annum.
2. Loss carryforward balance calculated as follows:

Tax losses, beginning
Losses utilized
Tax losses, ending

Schedule 2
Above

2023

2024

2025

2026

2027

2028

2029

2030

2031

2032

39,914
(3,420)

36,494
(3,556)

32,937
(3,699)

29,239
(3,847)

25,392
(4,001)

21,391
(4,161)

17,231
(4,327)

12,904
(4,500)

8,404
(4,680)

3,724
(3,724)

36,494

32,937

29,239

25,392

21,391

17,231

12,904

8,404

3,724

-

3. We applied corporate income tax rate of 18.0%, per Schedule 2.
4. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26,
2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Weighted Average Cost of Capital
As at May 31, 2019 (in US$ 000's)

Schedule 8

Ticker
Banny Cosmic International Holdings, Inc.
Digital Wine Ventures Limited
Silver Base Group Holdings Limited
Sparkle Roll Group Limited
Wine's Link International Holdings Limited
Yamae Hisano Co., Ltd.

OTCPK:CMHZ
ASX:DW8
SEHK:886
SEHK:970
SEHK:8509
FKSE:8108

Low
Unlevered equity beta
Debt-to-equity
Corporate income tax rate

Cash and
Short Term
Investments
0.2
0.6
76.2
92.3
5.8
232.6

Total Debt

Market
Value of
Equity

Total
Enterprise
Value (EV)

4.2
4.9
82.2
174.4
31.6
227.9

4.2
4.3
191.2
195.1
44.0
469.8

0.1
185.5
112.2
18.2
431.2

Net Debt Equity to
to EV
EV
-1.7%
-13.2%
57.2%
45.4%
28.1%
42.3%

Historical
Effective
Tax Rate

Levered
Equity
Beta

Historical
Debt to
Equity

101.7%
113.2%
42.8%
89.8%
71.9%
57.7%

0.0%
0.0%
0.0%
0.4%
20.4%
42.0%

(1.15)
(3.75)
0.85
0.89
0.24

0.35
1.00
5.62
0.67
0.74
(3.19)

3.20
(1.03)
0.25
0.09
0.12
(0.48)

Average
Median
Selected

0.10
0.00
0.00

(0.49)
0.12
0.12

0.86
0.70
0.70

0.36
0.11
0.11

High

0.10
0.70
18.0%

0.11
0.70
18.0%

Relevered equity beta

0.16

0.18

Risk-free rate
Equity risk premium
Relevered equity beta

3.4%
6.1%
0.16

3.4%
6.1%
0.18

Note 2
As per Duff & Phelps, Cost of Capital Navigator, equity risk premium as at the Valuation Date

Cost of equity

4.4%

4.5%

Cost of equity capital = risk-free rate + [equity beta * equity risk premium]

Unsystematic risk factors
Small capitalization stock premium
Company-specific risk premium

3.4%
13.0%

3.4%
15.0%

Cost of equity

20.8%

22.9%

Pre-tax cost of debt
Corporate income tax rate

5.0%
18.0%

5.0%
18.0%

After-tax cost of debt

Unlevered
Equity
Beta

Unlevered equity beta = levered equity beta / [1+ (1 - tax rate) * debt-to-equity]
Above
Schedule 2
Levered equity beta = unlevered equity beta * [1 + (1 - tax rate) * debt-to-equity]

As per Duff & Phelps, Cost of Capital Navigator; micro-cap as at the Valuation Date
Note 3

Note 4
Schedule 2

4.1%

4.1%

Debt-to-capital
Equity-to-capital

41.3%
58.7%

41.3%
58.7%

Debt-to-equity / (1 + debt-to-equity)
1 - (debt-to-capital)

Weighted average cost of capital

13.9%

15.1%

WACC = [(debt-to-capital * cost of debt * (1 - tax rate)] + [equity-to-capital * cost of equity capital]

Notes:
1. Comparable companies and information are identified and obtained through S&P Capital IQ.
2. As per the S&P Capital IQ database, 10-year government debt interest rate of China, as at the Valuation Date.
3. In determining the specific company risk premium we considered, among other things, the length of time in the business, the size of the business, specific company financial and
operating risks, local competition, brand recognition, and local marketplace factors.
4. We have assumed that the Company can obtain additional debt at 5.0%, which is estimated based on the terms of a facility letter with a bank for a short-term bridge loan during 2018.
5. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Adjusted Net Book Value
As at May 31, 2019 (in US$ 000's)

Schedule 9

Reference
Assets
Non-current assets
Property, plant and equipment
Right-of-use assets

Note 3
Note 3

Reported
Net Book Adjust to Fair Fair Market
Value
Market Value
Value
Schedule 21
Note 1
1,419
-

(1,231)
1,231

Redundant
Assets
Note 2

Net Tangible
Asset Value

188
1,231

-

188
1,231

Total non-current assets

1,419

-

1,419

-

1,419

Current assets
Trade and other receivables
Inventories
Prepayments
Cash and bank balances

5,537
2,497
330
1,377

-

5,537
2,497
330
1,377

-

5,537
2,497
330
1,377

11,160

-

11,160

-

11,160

Total assets
Liabilities
Current
Trade and other payables
Customer advances received
Intercompany balance
Loans from shareholders
Short-term loan and derivatives

Note 3
Note 4
Note 4
Note 4

Total current liabilities
Non-current liabilities
Shareholder loan
Other liabilities
Total liabilities
Total shareholders' equity
Total liabilities and shareholders' equity

Note 4

7,310
433
16,676
4,138
1,081

(16,676)
(4,138)
(1,081)

7,310
433
-

-

7,310
433
-

29,638

(21,895)

7,743

-

7,743

9,608
(3)

(9,608)
-

(3)

-

(3)

39,243

(31,503)

7,740

-

7,740

(28,083)

31,503

3,420

-

3,420

-

11,160

-

11,160

11,160

Tangible asset backing
Redundant assets, after-tax

3,420
-

Adjusted net book value of en bloc equity, rounded

3,000
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Adjusted Net Book Value
As at May 31, 2019 (in US$ 000's)

Schedule 9

Notes:
1. Unless otherwise noted, all current assets and liabilities have a fair market value equal to book value.
2. In determining if the Company held an appropriate level of net working capital as at the Valuation Date, we reviewed normalized
working capital based on comparable public companies (Schedule 17). Specifically, we considered the benchmark net working capital
as a percentage of sales ratio of 8.2%.
We also obtained industry benchmark information from The Risk Management Association, eStatement Studies, NAICS code 424840 Wine and Distilled Alcoholic Beverage Merchant Wholesalers. The median working capital as a percentage of sales was 9.7% for all
companies.
Fair Market
Value

Redundant
Assets

Net Tangible
Asset Value

Trade and other receivables
Inventories
Prepayments
Cash and bank balances
Trade and other payables
Customer advances received

5,537
2,497
330
1,377
(7,310)
(433)

-

5,537
2,497
330
1,377
(7,310)
(433)

Net working capital, as at the Valuation Date
Revenue, 2018

1,998
20,431

-

1,998
20,431

Net working capital as a percentage of sales

9.8%

9.8%

Based on our analysis above, the Division had a reasonable level of working capital as at the Valuation Date relative to industry
benchmark data; no adjustment to working capital required.
3. Per correspondence with Management, property, plant and equipment includes right-of-use assets as described in note 11 to the
financial statements of Sarment Holding Limited for the quarter ended March 31, 2019. Based on the financial statements, right-of-use
assets of $1.231 million are presented separately from property, plant and equipment. The corresponding minimum lease payments
are included in trade and other payables.
4. Based on discussions with Management, it is our understanding that debt will either be retained by the Company or assumed by the
acquiring parties. Post transaction there will be no debt on the balance sheet of the Division.
5. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report
dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Multiples: Enterprise Value
As at May 31, 2019 (in US$ 000's)

Schedule 10

Reference

Low

Historical
High

Midpoint

Revenue multiple approach
Assumed revenue, rounded
Multiple applied

Note 1
Schedule 12

20,431
0.68

20,431
0.71

20,431
0.69

Enterprise value, rounded
Tax shield on tax losses carried forward

Schedule 7

13,970
2,250

14,410
2,450

14,190
2,350

16,200

16,900

16,500

Implied equity value

Low
EBITDA multiple approach
Assumed EBITDA, rounded
Multiple applied

Projected
High

Midpoint

Note 2
Schedule 12

3,288
7.14

3,288
7.56

3,288
7.35

Note 3

23,470
0.648

24,870
0.670

24,170
0.66

Enterprise value at present value, rounded
Tax shield on tax losses carried forward

15,200
2,250

16,660
2,450

15,930
2,350

Implied equity value

17,500

19,100

18,300

Enterprise value, rounded
Present value factor

Notes:
1. Based on the most recently completed year, 2018, of the Division.
2. As historical EBITDA was negative, a value of nil would result. In order to determine a corroborating value utilizing an EBITDA
multiple, we utilized in 2022 in our calculations.
3. In order to recognize the prospective value of utilizing future EBITDA, we applied a discount rate consistent with 2022
elsewhere as per Schedule 2.
4. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal
Valuation Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Valuation Multiple Summary
As at May 31, 2019

Schedule 11

Reference
Revenue multiple
Publicly traded companies
Publicly traded comparable transactions
Comparable private transactions

Valuation Multiple

Schedule 12
Schedule 14
Schedule 16

0.90
0.53
0.68

Simple average
Median

0.71
0.68
Low

Selected

High
0.68

EBITDA multiple
Publicly traded companies
Publicly traded comparable transactions
Comparable private transactions

0.71

Schedule 12
Schedule 14
Schedule 16

9.42
6.13
7.14

Simple average
Median

7.56
7.14
Low

Selected

High
7.14

7.56

Notes:
1. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Publicly Traded Comparable Companies
As at May 31, 2019 (in US$ 000,000's)

Company Name

Schedule 12

Latest Fiscal
Last 12
Market
Year
Months as of Capitalization

Enterprise
Value (EV)

LTM
Revenue

Capital
Enterprise Value
Expenditures as a %
LTM
EBITDA LTM Revenue LTM EBITDA
LTM
5.50
22.46
0.02
0.42
0.60
1.21

n/a
n/a
0.41
n/a
16.39
9.42

n/a
1.0%
0.2%
1.0%
0.5%
0.0%

Average
Average, no high-low
Median

5.03
1.93
0.90

8.74
9.42
9.42

0.5%
0.6%
0.5%

Selected

0.90

9.42

0.5%

Banny Cosmic International Holdings, Inc.
Digital Wine Ventures Limited
Hanoi Beer Trading Joint Stock Company
Silver Base Group Holdings Limited
Sparkle Roll Group Limited
Wine's Link International Holdings Limited

30-Jun-18
30-Jun-18
31-Dec-18
31-Mar-18
31-Mar-18
31-Mar-19

31-Dec-18
31-Dec-18
31-Mar-19
30-Sep-18
30-Sep-18
31-Mar-19

4.23
4.91
5.08
82.17
174.44
31.64

4.16
4.34
0.61
131.95
245.41
51.56

0.76
0.19
31.16
314.24
412.07
42.69

1.50
14.97
5.47

Notes:
1. We performed a search on the S&P Capital IQ database for companies that met the following criteria:
- Primary industry classification of Alcoholic Beverage Distribution;
- Geographic locations in Asia/Pacific;
- Market capitalization above 0 as at May 31, 2019; and
- Enterprise value and LTM revenue data was available.
The following companies were excluded from our analysis:
Company Name

Reason for Exclusion

China Beidahuang Industry Group Holdings Limited
Doshisha Co., Ltd.
OCI International Holdings Limited
Qianhai Health Holdings Limited

Different industry (diversified investment products)
Different industry (household products)
Different industry (financial services)
Different industry (ginseng)

2. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Business Descriptions
As at May 31, 2019 (in US$ 000,000's)

Company

Schedule 13

Business Description

Banny Cosmic International Holdings, Inc. Banny Cosmic International Holdings, Inc. engages in the distribution of wines. The company was formerly
known as Wincash Apolo Gold & Energy, Inc. Banny Cosmic International Holdings, Inc. was incorporated in
1997 and is based in Kowloon, Hong Kong.
Digital Wine Ventures Limited

Digital Wine Ventures Limited operates as a wine distribution company primarily in Asia. The company also
sells its wine through Dawine’s WeChat and Tmall online stores. Digital Wine Ventures Limited is based in
Sydney, Australia.

Hanoi Beer Trading Joint Stock Company Hanoi Beer Trading Joint Stock Company engages in the distribution of beer and related accessories. The
company also produces and trades in beer, wine, soft drinks, and drinking and bottled mineral water; supplies
equipment and materials for beer, wine, and soft drinks; and organizes fairs and exhibitions. In addition, it
operates restaurants and hotels; and provides goods transportation, commercial brokerage, import-export
consignment, and advertising and related services, as well as consultancy services for investment and
construction projects. Further, the company trades in agricultural and forestry products, fresh and processed
food products, chemicals, and real estate properties, as well as brewing by products, and scrap and waste
products. Additionally, it operates and leases factories, offices, warehouses, and yards. The company sells its
beer products under the Hanoi brand name. The company is headquartered in Hanoi, Vietnam.
Silver Base Group Holdings Limited

Silver Base Group Holdings Limited, an investment holding company, distributes liquor products in Hong Kong
and Mainland China. It offers Wuliangye liquor series, National Cellar 1573 baijiu, Kweichow Moutai Chiew
products, Fen Wine liquor series, Red Fen Shijia liquor series, Yaxi Classic liquor series, Old Vintage liquor
series, wine, and foreign liquor series products. The company also distributes Dimple Scotch Whisky; Chinese
cigarettes; and sugar, daily necessities, and other products. In addition, it provides Internet services; and
trades in healthcare and food products. Silver Base Group Holdings Limited was incorporated in 2007 and is
headquartered in Hong Kong, Hong Kong.

Sparkle Roll Group Limited

Sparkle Roll Group Limited, an investment holding company, engages in the dealership of automobiles,
branded watches and jewelries, fine wines, audio equipment, and apparels primarily in Hong Kong, Mainland
China, and Malaysia. It distributes cars of various brands, such as Bentley, Lamborghini, and Rolls-Royce;
watches under the Richard Mille, DeWitt, Parmigiani, deLaCour, and Buben & Zorweg brand names; and
jewelries under the Boucheron and Royal Asscher brand. The company also distributes fine red wines under
the DUCLOT EXPORT, Domaine d’Eugénie, Maison Joanne Bordeaux, Ulysse Cazabonne, Compagnie
Medocaine Des Grands Crus, and Chateau D’Yquem brand names; audio equipment under the B&O PLAY
brand name; Corneliani branded luxury men apparel and accessories; and cigars and smoker’s accessories.
In addition, it trades in automobile related parts and accessories; and offers automobile related after-sale
services. Further, the company provides public relation and marketing, advertising, exhibition, corporate
management, and consultancy services; and insurance agency services. Additionally, it is involved in the
distribution of airline; culture and art exchange activities; trading of artwork; and operation of an e-commerce
platform. The company was incorporated in 1996 and is based in Wanchai, Hong Kong. Sparkle Roll Group
Limited is a subsidiary of Sparkle Roll Holdings Limited.

Wine's Link International Holdings Limited Wine's Link International Holdings Limited engages in the wholesale and retail of a range of wine products and
other alcoholic beverages in Hong Kong and the People's Republic of China. It offers wine products, such as
premium collectible red, fine red, and white wine products; other alcoholic beverages comprising champagne,
whisky, and sake; and wine accessory products, including wine decanters, wine glasses, and wine openers.
Wine's Link International Holdings Limited was founded in 2008 and is headquartered in San Po Kong, Hong
Kong.

Notes:
1. The above information was obtained from the S&P Capital IQ database.
2.

This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26,
2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Publicly Traded Comparable Transactions
As at May 31, 2019 (in US$ 000,000's)

Target / Issuer
Spirit International, Inc.
Wine Cave Company Limited
Roust Inc.
Summergate International Trading (Shanghai) Ltd Company
Sparkle Roll Group Limited
Teliani Valley Polska S.A.
The Kirkwood Group Ltd.
Teliani Valley Polska S.A.
Matthew Clark (Holdings) Limited
Palinda Wines (H.K.) Limited

Schedule 14

Total
Announced
Transaction
Date
Closed Date
Value

Buyers / Investors
KIMHO Consultants Co. Limited
Beyond Elite Limited
Pasalba Ltd.
Endeavour Drinks Group
Sparkle Roll Holdings Limited
Mera S.A.
Diamond Estates Wines & Spirits Inc.
Mera S.A.
Conviviality Brands Limited
Food Idea Holdings Limited

20-Oct-17
9-Aug-18
30-May-14
1-Dec-14
20-Oct-16
5-Apr-17
6-Apr-17
21-Dec-17
14-Aug-15
22-Oct-18

17-Oct-17
20-Nov-18
30-Jun-14
1-Dec-14
24-Jan-17
4-Apr-17
5-May-17
21-Dec-17
7-Oct-15
22-Jan-19

0.47
6.44
250.00
25.00
166.02
0.24
3.28
0.24
309.88
8.72

Implied EV
0.58
6.44
250.00
25.00
177.75
0.84
6.56
0.81
309.88
8.72

At Announcement
LTM
LTM
Revenue EBITDA

32.72
1.65
1.15
0.63
0.54
0.52
0.51
0.41
0.25
0.00

18.69
4.41
3.47
7.85
-

Average
Average, no high-low
Median

3.84
0.71
0.53

8.61
1.53
6.13

Selected

0.53

6.13

Notes:
1. We performed a search on the S&P Capital IQ database for mergers and acquisitions of target companies that met the following criteria:
- Transaction announced during the five years preceding the Valuation Date;
- Primary industry classification of Alcoholic Beverage Distribution; and
- Implied enterprise value and revenue data was available.
The following companies were excluded from our analysis:

2.

Target/Issuer

Buyers/Investors

Reason for Exclusion

Qianhai Health Holdings Limited

Various transactions

Different industry (ginseng)

This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26, 2019.
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0.02
3.90
218.00
40.00
326.86
1.62
12.77
1.93
1,266.98
6,576.43

9.51
0.19
0.23
39.48
-

Enterprise Value
Revenue EBITDA

Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Target Business Descriptions
As at May 31, 2019 (in US$ 000,000's)

Schedule 15

Target/Issuer

Business Description

Spirit International, Inc.

As of November 10, 2017, Jiucaitong Group Limited was acquired by I JIU JIU Limited, in a reverse merger
transaction. Jiucaitong Group Limited, a development stage company, focuses on distributing Australian
whiskey in Western Europe and the Middle East. The company was formerly known as Spirit International, Inc.
and changed its name to Jiucaitong Group Limited in November 2017. Jiucaitong Group Limited was founded
in 2014 and is based in Beijing, China.

Wine Cave Company Limited

The Wine Cave Company Limited distributes premium wine and spirits products primarily through retail
channels. The company also offers wine storage and wine consignment services. The Wine Cave Company
Limited was founded in 2011 and is based in Yau Tong, Hong Kong. As of November 20, 2018, Wine Cave
Company Limited operates as a subsidiary of Beyond Elite Limited.

Roust Inc.

Roust Inc. distributes spirits which includes Remy Martin; Piper Heidsieck; Charles Heidsieck; Mount Gay
Rum; St Remy a la Creme; Passoa; Metaxa; St Remy; Offley; Cointreau; Jagermeister; Molinari; Whyte and
Mackay; Dalmore; and Isle of Jura. The company was founded in 1992 and is based in Moscow, Russian
Federation. As of June 30, 2014, Roust Inc. operates as a subsidiary of Pasalba Ltd.

Summergate International

Summergate International Trading (Shanghai) Ltd Company imports and distributes alcoholic beverages. It
offers wines; spirits, including bitters, brandy, gin, grappa, pisco, rum, and vermouth; and mineral water. The
company serves bars and clubs, convenience stores, E-commerce, fine dining, hotels, hypermarkets and
supermarkets, restaurants and cafes, specialist retail, transportation, and wholesale markets in China. The
company was founded in 1999 and is based in Shanghai, China with additional offices in Beijing, Shenzhen,
Guangzhou, Macau, Hong Kong, Shenyang, Qingdao, Hangzhou, Xiamen, Sanya, Chengdu, and Wuhan. As
of December 1, 2014, Summergate International Trading (Shanghai) Ltd Company operates as a subsidiary of
Woolworths Liquor Group.

Sparkle Roll Group Limited

Sparkle Roll Group Limited, an investment holding company, engages in the dealership of automobiles,
branded watches and jewelries, fine wines, audio equipment, and apparels primarily in Hong Kong, Mainland
China, and Malaysia. It distributes cars of various brands, such as Bentley, Lamborghini, and Rolls-Royce;
watches under the Richard Mille, DeWitt, Parmigiani, deLaCour, and Buben & Zorweg brand names; and
jewelries under the Boucheron and Royal Asscher brand. The company also distributes fine red wines under
the DUCLOT EXPORT, Domaine d’Eugénie, Maison Joanne Bordeaux, Ulysse Cazabonne, Compagnie
Medocaine Des Grands Crus, and Chateau D’Yquem brand names; audio equipment under the B&O PLAY
brand name; Corneliani branded luxury men apparel and accessories; and cigars and smoker’s accessories.
In addition, it trades in automobile related parts and accessories; and offers automobile related after-sale
services. Further, the company provides public relation and marketing, advertising, exhibition, corporate
management, and consultancy services; and insurance agency services. Additionally, it is involved in the
distribution of airline; culture and art exchange activities; trading of artwork; and operation of an e-commerce
platform. The company was incorporated in 1996 and is based in Wanchai, Hong Kong. Sparkle Roll Group
Limited is a subsidiary of Sparkle Roll Holdings Limited.

Teliani Valley Polska S.A.

Teliani Valley Polska S.A. provides sparkling wines in Poland and internationally. It offers Georgian, Moldovan,
and Chilean wines. The company is based in Wroclaw, Poland.

The Kirkwood Group Ltd.

The Kirkwood Group Ltd., a sales and marketing agency, provides wines, spirits, ready-to-drink products, and
beers in Canada. It offers information on various provincial markets and their regulatory bodies, new product
process, strategic planning, brand management, inventory management, trade marketing, staff training, and
consumer promotions services. The company also provides marketing and promotions programs for wines,
spirits, beers, and refreshment beverages, such as floor displays for high-volume brands, shelf extenders for
medium-volume brands, and shelf talkers for low-volume or super-premium brands. The Kirkwood Group Ltd.
was founded in 1998 and is based in Oakville, Canada. The Kirkwood Group Ltd. operates as a subsidiary of
Diamond Estates Wines & Spirits Inc.

Teliani Valley Polska S.A.

Teliani Valley Polska S.A. provides sparkling wines in Poland and internationally. It offers Georgian, Moldovan,
and Chilean wines. The company is based in Wroclaw, Poland.

Matthew Clark (Holdings) Limited Matthew Clark (Holdings) Limited distributes alcoholic beverages. The company offers wine, whisky,
champagne, cider, beer, soft drink, and spirits. Matthew Clark (Holdings) Limited was formerly known as
Dubwath Limited and changed its name to Mattahew Clark (Holdings) Limited in August, 2007. The company
was incorporated in 2007 and is based in Bristol, United Kingdom. As of April 4, 2018, Matthew Clark
(Holdings) Limited operates as a subsidiary of C & C Holdings (Ni) Limited.
Palinda Wines (H.K.) Limited

Palinda Wines (H.K.) Limited sells and distributes wine products. The company was incorporated in 1998 and
is based in Kowloon City, Hong Kong. As of January 22, 2019, Palinda Wines (H.K.) Limited operates as a
subsidiary of Food Idea Holdings Limited.
Appendix A
Page 19 of 30

Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Target Business Descriptions
As at May 31, 2019 (in US$ 000,000's)

Schedule 15

Notes:
1. The above information was obtained from the S&P Capital IQ database.
2.

This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated
July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Corroborating Valuation Approach - Private Comparable Transactions
As at May 31, 2019 (in US$'s)

Schedule 16

Target Description

Transaction
Date

Online Wine Retailer
Wine Distributor
Wine Distributor
Wine Store
Wine Storage & Sales
Retail Wine Shop and Wine Bar
Fine Wines Retailer
Wine and Spirits Importer and Wholesaler
Fine Wine, Beer and Cigars

29-Jun-17
31-May-16
15-May-13
7-May-13
10-Apr-13
31-Aug-12
12-Dec-11
15-Jan-11
11-Nov-10

Enterprise
Value
110,000
80,000
615,000
200,000
1,950,000
199,000
60,000
60,000
121,174

Net Sales
131,643
179,019
764,283
765,525
956,895
605,969
96,828
43,580
325,088

EBITDA
n/a
1,893
261,526
55,689
54,761
18,875
n/a
16,069
10,865

Enterprise Value
Revenue
EBITDA
0.84
0.45
0.80
0.26
2.04
0.33
0.62
1.38
0.37

n/a
42.26
2.35
3.59
35.61
10.54
n/a
3.73
n/a

Average
Average, no high-low
Median

0.79
0.68
0.62

16.35
13.37
7.14

Selected

0.68

7.14

Notes:
1. We performed a search on the DealStats database for companies that met the following criteria:
- Transaction occurred during the ten years preceding the Valuation Date; and
- Industry classification of SIC code 5182 - Wholesale Trade - Non-durable Goods - Wine and Distilled Alcoholic Beverages.
The following screened transactions were excluded from our analysis as they were not deemed to be comparable to the Company:
Target Description
Liquor Package Distribution

Transaction
Date

Enterprise
Value

25-Oct-18

2,457,630

Net Sales
9,504,979

EBITDA
n/a

Enterprise Value
Revenue
EBITDA
0.26

n/a

2. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report
dated July 26, 2019.

Appendix A
Page 21 of 30

Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Working Capital Requirements - Publicly Traded Company Comparables
As at May 31, 2019 (in US$'000 000)

Company Name
Banny Cosmic International Holdings, Inc.
Digital Wine Ventures Limited
Hanoi Beer Trading Joint Stock Company
Silver Base Group Holdings Limited
Sparkle Roll Group Limited
Wine's Link International Holdings Limited

Schedule 17

Q1
Note 2
(0.00)
(0.05)
(5.42)
128.94
158.48
26.59

Net Working Capital
Q2
Q3
Q4
Note 2
Note 2
Note 2
(0.09)
(0.05)
(4.85)
128.36
157.76
-

(0.28)
(0.04)
(4.12)
118.54
94.74
40.15

Average
Average, no high-low
Median

(0.10)
(0.04)
(3.40)
118.86
94.99
-

Average
Note 2
(0.12)
(0.04)
(4.45)
123.67
126.49
16.69

Last 12
Months as of
Schedule 12
31-Dec-18
31-Dec-18
31-Mar-19
30-Sep-18
30-Sep-18
31-Mar-19

Net Working
Capital to
LTM Revenue Revenue Ratio
Schedule 12
0.76
0.19
31.16
314.24
412.07
42.69

-15.7%
-23.0%
-14.3%
39.4%
30.7%
39.1%
9.4%
10.0%
8.2%

Selected

8.2%

Notes:
1. Refer to Schedule 12 for the criteria used to select the comparable public companies. The above information was obtained from the S&P Capital IQ database.
2. We obtained the net working capital for the most recent four quarters from the respective company's financial statements and calculated the average in our
determination of the benchmark working capital as a percentage of revenue.
3. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Historical Profit or Loss Summary - Wine and Spirits Division
For the year ended December 31 (in US$ 000's)

Schedule 18

2014

2015

2016

2017

May 31
2019
5 months

2018

Revenue
Cost of sales

8,665
7,405

8,611
6,582

10,139
6,929

16,939
11,989

20,431
14,036

6,300
4,404

Gross profit

1,259

2,029

3,210

4,950

6,395

1,897

As a % of revenue

14.5%

23.6%

31.7%

29.2%

31.3%

30.1%

Operating expenses
Staff costs
Other operating expenses

4,400
4,768

4,519
5,895

5,321
7,510

7,297
4,897

5,362
4,245

2,177
1,482

Total operating expenses

9,167

10,414

12,831

12,194

9,607

3,659

Earnings before interest, depreciation, and taxes

(7,908)

(8,385)

(9,621)

(7,244)

(3,212)

(1,763)

As a % of revenue

-91.3%

-97.4%

-94.9%

-42.8%

-15.7%

-28.0%

Other expenses
Stock compensation
Foreign exchange loss (gain)
Depreciation and amortization
Other operating expenses
Other income

248
464
(89)

(502)
479
(158)

(654)
547
(109)

(1,350)
291
(106)

1,770
156
(192)

136
31
22
-

Total other expenses

623

(181)

(216)

(1,165)

1,734

188

Earnings before interest and taxes

(8,531)

(8,204)

(9,405)

(6,079)

(4,946)

(1,951)

As a % of revenue

-98.5%

-95.3%

-92.8%

-35.9%

-24.2%

-31.0%

213

1,381

2,042

3,046

(16)

329
146

(9,585)

(11,447)

(9,125)

Exchange loss (gain)
Finance costs
Loss before income tax
Income tax expenses
Net loss for the year

(8,743)
(8,743)

(9,585)

(11,447)

(9,125)

(4,931)

(2,426)

(4,931)

(2,426)

Notes:
1. The above information was obtained from Management and represents the historical financial information of the Division of Sarment Holding Limited.
2. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26,
2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Supplementary Information to the Profit or Loss Summary - Wine and Spirits Division
For the year ended December 31 (in US$ 000's)

Schedule 19

2015

2016

2017

2018

May 31
2019
5 months

Staff costs
Salaries
Bonus
Commission
Other
Staff consultant

3,804
715
-

4,839
482
-

6,715
582
-

4,086
299
284
692
2

1,741
122
104
172
38

Total staff costs

4,519

5,321

7,297

5,363

2,177

Other operating expenses
Travelling and entertainment expenses
Logistic expenses
Marketing expenses
IT consulting
Plant and equipment written off
Loss on disposal
Consultant
Rental
Other

1,287
1,011
729
137
67
13
310
2,340

1,591
870
668
55
225
2
33
747
3,319

1,210
1,153
888
69
8
206
634
729

691
1,284
182
30
646
1,411

206
460
42
21
251
502

Total other operating expenses

5,894

7,510

4,897

4,244

1,482

Notes:
1. The above information was obtained from Management and represents the historical financial information of the Division of Sarment
Holding Limited.
2. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Historical and Forecasted EBITDA Summary - Wine and Spirits Division
For the year ended December 31 (in US$ 000's)

Schedule 20

Actual

Management Forecast

5 months
Year ended December 31
May 31
2015
2016
2017
2018
2019
Schedule 18 Schedule 18 Schedule 18 Schedule 18 Schedule 18
Revenue
China
Outside of China

3,071
5,540

3,677
6,462

6,427
10,512

8,586
11,995

Total revenue
Cost of sales

8,611
6,582

10,139
6,929

16,939
11,989

20,581
14,036

Gross profit

2,029

3,210

4,950

Operating expenses
Salaries
Bonus
Commission
Other staff costs
Staff consultant
Travelling and entertainment expenses
Logistic expenses
Marketing expenses
IT consulting
Plant and equipment written off
Loss on disposal
Consultant
Rental
Other operating expenses

3,804
715
1,287
1,011
729
137
67
13
310
2,340

4,839
482
1,591
870
668
55
225
2
33
747
3,319

6,715
582
1,210
1,153
888
69
8
206
634
729

Total operating expenses

10,413

12,831

12,194

EBITDA

(8,384)

(9,621)

(7,244)

Common Size
Revenue
Cost of sales

100.0%
76.4%

100.0%
68.3%

100.0%
70.8%

100.0%
68.2%

30.6%
69.9%

Gross profit

23.6%

31.7%

29.2%

31.8%

Operating expenses
Salaries
Bonus
Commission
Other staff costs
Staff consultant
Travelling and entertainment expenses
Logistic expenses
Marketing expenses
IT consulting
Plant and equipment written off
Loss on disposal
Consultant
Rental
Other operating expenses

44.2%
0.0%
0.0%
8.3%
0.0%
14.9%
11.7%
8.5%
1.6%
0.8%
0.0%
0.2%
3.6%
27.2%

47.7%
0.0%
0.0%
4.8%
0.0%
15.7%
8.6%
6.6%
0.5%
2.2%
0.0%
0.3%
7.4%
32.7%

39.6%
0.0%
0.0%
3.4%
0.0%
7.1%
6.8%
5.2%
0.4%
0.0%
0.0%
1.2%
3.7%
4.3%

19.9%
1.5%
1.4%
3.4%
0.0%
3.4%
6.2%
0.9%
0.1%
0.0%
0.0%
0.0%
3.1%
6.9%

Total operating expenses

120.9%

126.6%

72.0%

EBITDA

-97.4%

-94.9%

-42.8%

2019
Schedule 5

Year ending December 31
2020
2021
2022
Schedule 5 Schedule 5 Schedule 5

11,000
14,036

18,000
15,500

25,000
19,500

30,000
23,000

6,300
4,404

25,036
17,036

33,500
22,989

44,500
31,030

53,000
36,920

6,545

1,897

8,000

10,511

13,470

16,080

4,086
299
284
692
2
691
1,284
182
30
646
1,411

1,741
122
104
172
38
206
460
42
21
251
502

3,861
440
439
242
282
723
216
25
715
932

4,324
493
492
271
353
904
270
31
894
1,165

4,973
567
566
312
441
1,130
338
39
1,118
1,456

5,619
640
639
352
552
1,413
422
49
1,397
1,820

9,607

3,659

7,876

9,198

10,939

12,904

(3,062)

(1,763)

123

1,313

2,531

3,176

100.0%
68.0%

100.0%
68.6%

100.0%
69.7%

100.0%
69.7%

30.1%

32.0%

31.4%

30.3%

30.3%

27.6%
1.9%
1.7%
2.7%
0.6%
3.3%
7.3%
0.7%
0.3%
0.0%
0.0%
0.0%
4.0%
8.0%

15.4%
1.8%
1.8%
1.0%
0.0%
1.1%
2.9%
0.9%
0.1%
0.0%
0.0%
0.0%
2.9%
3.7%

12.9%
1.5%
1.5%
0.8%
0.0%
1.1%
2.7%
0.8%
0.1%
0.0%
0.0%
0.0%
2.7%
3.5%

11.2%
1.3%
1.3%
0.7%
0.0%
1.0%
2.5%
0.8%
0.1%
0.0%
0.0%
0.0%
2.5%
3.3%

10.6%
1.2%
1.2%
0.7%
0.0%
1.0%
2.7%
0.8%
0.1%
0.0%
0.0%
0.0%
2.6%
3.4%

46.7%

58.1%

31.5%

27.5%

24.6%

24.3%

-14.9%

-28.0%

0.5%

3.9%

5.7%

6.0%

Notes:
1. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Historical Statement of Financial Position Summary - Wine and Spirits Division
As at December 31 (in US$ 000's)

Schedule 21

2015
Assets
Non-current
Property, plant and equipment
Right-of-use assets
Intangible assets
Other receivables

2017

2018

May 31
2019

1,063
11
69

500
86
42

384
50
117

199
52

1,419
-

1,143

628

551

251

1,419

7,452
1,596
781
1,464

9,561
2,131
955
1,434

8,314
3,892
1,235
1,349

6,216
3,607
704
1,279

5,537
2,497
330
1,377

11,293

14,081

14,790

11,806

9,741

12,436

14,709

15,341

12,057

11,160

3,002
560
342
-

2,113
1,202
500
525
-

5,790
2,034
7,188
3,535
748
-

5,836
1,294
13,922
990

7,310
433
16,676
4,138
1,081

3,904

4,340

19,295

22,043

29,638

12,225
92

15,871
49

18,115
17

9,080
70

9,608
(3)

12,317

15,920

18,132

9,150

9,604

Total liabilities

16,221

20,260

37,427

31,193

39,242

Equity attributable to owners of the Company
Share capital
Reserves

5,077
(7,990)

12,977
(17,472)

12,977
(33,857)

32,670
(50,472)

32,670
(59,349)

Total equity

(2,913)

(4,495)

(20,880)

(17,802)

(26,679)

(872)

(1,056)

(1,206)

(1,334)

(1,404)

Net equity

(3,785)

(5,551)

(22,086)

(19,136)

(28,083)

Total shareholder deficit and liabilities

12,436

14,709

15,341

12,057

11,160

Current
Inventories
Trade and other receivables
Prepayments
Cash and bank balances

Total assets
Liabilities
Current
Trade and other payables
Customer advances received
Intercompany balance
Advances from shareholders
Loan from a related party
Loans from shareholders
Short-term loan and derivatives

Non-current
Shareholder loan
Other liabilities

Non-controlling interests

Note 2

2016

Notes:
1. The above information was obtained from Management and represents the historical financial information of the Division of Sarment
Holding Limited.
2. Per discussion with Management, the property, plant and equipment figure includes right-of-use assets. The right-of-use assets were $1.2
million based on the figures presented in the financial statements for the quarter ended March 31, 2019 of Sarment Holding Limited.
3. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation Report
dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Historical Profit or Loss Summary - Consolidated
For the year ended December 31 (in US$ 000's)

Schedule 22

2015
Revenue
Cost of sales

Schedule 23

2016

2017

2018

8,611
6,582

10,139
6,929

16,939
11,989

20,581
14,162

2,029

3,210

4,950

6,419

4,519
479
5,393

5,621
547
7,083

9,798
291
7,390

12,975
280
1,007
14,194

Operating expenses

10,391

13,251

17,479

28,456

Operating loss

(8,362)

(10,041)

(12,529)

(22,037)

(158)
1,381

(109)
2,042

(106)
3,046

(1,080)
2,574

(9,585)

(11,974)

(15,469)

(23,531)

Gross profit
Staff costs
Depreciation and amortization
Stock-based compensation
Other operating expenses

Other income
Finance costs

Schedule 23

Schedule 23

Schedule 23
Schedule 23

Loss before income tax
Income tax expenses

-

Net loss for the year

-

(9,585)

(11,974)

(366)
-

(824)
-

Total comprehensive income for the year

(9,219)

Loss attributable to:
Equity holders of the Company
Non-controlling interests

Other comprehensive income that may be reclassified
subsequently to profit and loss:
Other comprehensive income, net of tax
Foreign currency translation

Total comprehensive income attributable to:
Equity holders of the Company
Non-controlling interests

-

-

(15,469)

(23,531)

1,066

(1,046)

(11,150)

(16,535)

(22,485)

(9,182)
(403)

(11,680)
(294)

(15,335)
(134)

(23,356)
(175)

(9,585)

(11,974)

(15,469)

(23,531)

(8,863)
(356)

(10,884)
(266)

(16,385)
(150)

(22,357)
(128)

(9,219)

(11,150)

(16,535)

(22,485)

Notes:
1. The above information was obtained from the following:
- Prospectus of the Company dated July 26, 2018, which contained the audited Consolidated Statements of Profit or Loss and
Other Comprehensive Income for Sarment Holding Limited (Hong Kong), the Company's predecessor, for the two years ended
December 31, 2016; and
- Audited financial statements of the Company for the year ended December 31, 2018, including comparative results for the
year ended December 31, 2017.
2. The 2015 and 2016 financial statements represent Sarment Holding Limited (Hong Kong). The 2017 and 2018 financial
statements represent Sarment Holding Limited. These two entities are effectively the same operating entity, but changed in
name due to share reorganization to effectuate the initial public offering.
3. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Historical Revenue and Expenses Summary - Consolidated
For the year ended December 31 (in US$ 000's)

Schedule 23

2015
Revenue
Sales of wine and spirits, and other ancillary products
Revenue from professional services

2016

2017

2018

8,600
11

10,111
28

16,733
206

20,361
220

8,611

10,139

16,939

20,581

Staff costs
Salaries and related costs
Employee benefits and staff welfare
Defined contribution plans and related costs

3,674
715
130

4,834
482
305

8,289
1,074
435

11,260
689
1,026

Total staff costs

4,519

5,621

9,798

12,975

Finance costs
Loans from a related party and shareholders
Bank charges

1,343
38

2,035
7

2,980
66

2,361
213

Total finance costs

1,381

2,042

3,046

2,574

Other operating expenses
Travelling and entertainment expenses
Marketing expenses
Technology and logistic expenses
Rental of premises
Selling and sample expenses
Recruitment expenses
Office expenses
Professional fees
Consultant fee
IPO expenses
Foreign exchange loss/(gain)
Expected credit loss
Write-off/(write-back) of inventories
Plant and equipment written off
Loss on disposal of plant and equipment
Impairment of plant and equipment
Others

1,287
729
1,148
310
13
67
1,839

1,591
668
925
747
33
225
1
45
2,848

1,964
1,332
2,367
1,199
343
598
253
641
(1,350)
11
(47)
9
21
49

2,319
710
1,703
1,459
446
197
523
1,190
3,486
1,790
175
21
50
125

Total other operating expenses

5,393

7,083

7,390

14,194

Other income
Sundry income
Change in fair value of embedded derivative
Interest income

157
1

109
-

102
4

121
959
-

Total other income

158

109

106

1,080

Total revenue

Note 2
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Historical Revenue and Expenses Summary - Consolidated
For the year ended December 31 (in US$ 000's)

Schedule 23

Notes:
1. The above information was obtained from the following:
- Prospectus of the Company dated July 26, 2018, which contained the audited Consolidated Statements of Profit or Loss and
Other Comprehensive Income for Sarment Hong Kong (the Company's predecessor) for the two years ended December 31,
2016; and
- Audited financial statements of the Company for the year ended December 31, 2018, including comparative results for the
year ended December 31, 2017.
2. The 2015 and 2016 financial statements represent Sarment Holding Limited (Hong Kong). The 2017 and 2018 financial
statements represent Sarment Holding Limited. Sarment Holding Limited (Hong Kong) became a wholly-owned subsidiary of
Sarment Holding Limited after undergoing a share exchange to effectuate the initial public offering.
3. Using information obtained from the documents indicated in Note 1, external customers revenue per segment, which excludes
inter-segment sales, is summarized as follows:
2015
China
Hong Kong
Singapore and international

Year ending December 31,
2016
2017

2018

3,071
1,531
4,009

3,677
3,681
2,781

6,427
6,273
4,239

8,586
6,240
5,755

8,611

10,139

16,939

20,581

3. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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Sarment Holding Limited - Wine and Spirits Division
Formal Valuation Report
Historical Statement of Financial Position Summary - Consolidated
As at December 31 (in US$ 000's)

Schedule 24

2015
Assets
Non-current assets
Property, plant and equipment
Right-of-use assets
Intangible assets
Other receivables

2016

2017

2018

1,063
11
69

500
86
42

384
50
117

188
880
52

1,143

628

551

1,120

1,596
7,452
781
1,464

2,131
9,561
955
1,434

3,892
8,314
1,235
1,349

3,673
6,216
735
1,327

12,436

14,709

15,341

13,071

18
1,565
560
1,419
342

15
2,098
1,202
1,025

5,790
2,034
7,188
4,283

6,359
1,294
199
977

3,904

4,340

19,295

8,829

15
12,225
77

15,871
49

18,115
17

10,171
70

16,221

20,260

37,427

19,070

5,077
335
(21,568)
13,243

12,977
1,131
(33,248)
14,645

12,977
81
(48,583)
14,645

51,421
1,080
(71,939)
14,773

(2,913)

(4,495)

(20,880)

(4,665)

(872)

(1,056)

(1,206)

(1,334)

Total shareholders' deficit

(3,785)

(5,551)

(22,086)

(5,999)

Total shareholders' deficit and liabilities

12,436

14,709

15,341

13,071

Current assets
Trade and other receivables
Inventories
Prepayments
Cash and bank balances
Total assets
Liabilities
Current liabilities
Obligation under finance lease
Trade and other payables
Advances received
Amount due to a shareholder
Advances from shareholders
Embedded derivatives
Loans and borrowings

Non-current liabilities
Obligations under finance lease
Loans and borrowings
Other liabilities
Total liabilities
Equity attributable to owners of the Company
Share capital
Translation reserves
Accumulated losses
Other reserves
Total equity
Non-controlling interests

Notes:
1. The above information was obtained from the following:
- Prospectus of the Company dated July 26, 2018, which contained the audited Statement of Financial Position for Sarment Hong
Kong (the Company's predecessor) for the two years ended December 31, 2016; and
- Audited financial statements of the Company for the year ended December 31, 2018, including comparative results for the year
ended December 31, 2017.
2. The 2015 and 2016 financial statements represent Sarment Holding Limited (Hong Kong). The 2017 and 2018 financial
statements represent Sarment Holding Limited. These two entities are effectively the same operating entity, but changed in name
due to share reorganization to effectuate the initial public offering.
3. This schedule has been compiled without audit, forms part of and should only be read in conjunction with our Formal Valuation
Report dated July 26, 2019.
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WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
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SCOPE OF REVIEW
Before reaching our conclusion on the value noted herein, we reviewed and relied, without audit or
verification by us, primarily upon the following information:
i.

The unaudited interim condensed consolidated financial statements of the Company for the
three months ended March 31, 2019;

ii.

The audited consolidated financial statements of the Company, as audited by Ernst & Young
LLP, for the fiscal years ended December 31, 2017 through 2018, inclusive;

iii.

Prospectus of the Company date July 26, 2018, which contained the audited Consolidated
Statements of Profit or Loss and Other Comprehensive Income for Sarment Hong Kong, the
Company’s predecessor, for the two years ended December 31, 2016;

iv.

The Management’s Discussion and Analysis of the Company for the three months ended
March 31, 2019;

v.

The Management’s Discussion and Analysis of the Company for the year ended December 31,
2018;

vi.

Detailed forecast for the Company, as provided by Mr. Eason Chen, for the period ending
December 31, 2019 through 2022;

vii.

Tax reconciliation document prepared by Management for the fiscal year ended December 31,
2018;

viii.

Organization chart as at March 2019;

ix.

Information obtained through our meetings, discussion and communications with the following
individuals:


Mr. Togi Gouw, CFO of the Company; and,



Mr. Eason Chen, VP Finance and Control of the Company;

x.

A letter of representation obtained from Management wherein they confirmed certain
representations and warranties that they have made to us, including a general representation
that they have no information or knowledge of any facts or material information not specifically
noted in this report, which in their view, would reasonably be expected to affect the valuation
conclusions expressed herein;

xi.

Our review of the Company’s corporate website, www.sarment.com;

xii.

Information from S&P Capital IQ, Inc. database, www.capitaliq.com, including, but not limited to
the following:


General market information;



Transaction information for the wine and distilled alcoholic beverage industry;



Comparable companies for the wine and distilled alcoholic beverage industry; and,



Guideline companies’ information for the wine and distilled alcoholic beverage industry.

xiii.

Agriculture and Agri-Food Canada (October 2016). Sector Trend Analysis - The Wine Market
in China. Accessed June 2019 from www.agr.gc.ca;

xiv.

Agriculture and Agri-Food Canada (May 2019). Sector Trend Analysis – Spirits, wine and
liqueurs in China. Accessed June 2019 from www.agr.gc.ca;

xv.

United States Department of Agriculture, Foreign Agricultural Service. Hong Kong Wine
Market Report. April 2018. Accessed June 2019 from www.fas.usda.gov

xvi.

United States Department of Agriculture, Foreign Agricultural Service. Japan Wine Market
Overview. February 2019. Accessed June 2019 from www.fas.usda.gov.
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xvii.

United States Department of Agriculture, Foreign Agricultural Service. Singapore Exporter
Guide Annual 2018. Januarys 2019. Accessed June 2019 from www.fas.usda.gov.

xviii. GlobalData. Premiumization opportunities abound in Singapore wine market, says GlobalData.
May 2018. Accessed June 2019 from www.globaldata.com.
xix.

Various industry databases, including, but not limited to the following:


IBISWorld Inc.; Miller, A. (December 2018). IBISWorld Industry Report 42482 Wine &
Spirits Wholesaling in the US;



International Monetary Fund;

xx.

Duff & Phelps Cost of Capital database; and,

xxi.

Information obtained from S&P Capital IQ, www.capitaliq.com.

xxii.

We have not audited or otherwise verified the accuracy or completeness of the information
relied upon in preparing our Formal Valuation Report, except as specifically disclosed herein.

xxiii. Should any of the above noted information not be factual or correct our valuation conclusion, as
expressed herein, may be materially different.
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WINE AND SPIRITS DIVISION OF SARMENT HOLDING LIMITED
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ASSUMPTIONS
In addition to those assumptions outlined elsewhere in this report, we have assumed the following as
of the Valuation Date:
i.

The Division is expected to continue as a going concern into the foreseeable future;

ii.

The Division will be held by Sarment Wine & Spirits Holding Pte. Ltd. through an internal group
restructuring, which will operate as a private company after the purchase of shares as
described in the ed share sale and purchase agreement provided to us dated July 22, 2019
and will continue to operate as a private company into the foreseeable future;

iii.

In arriving at the conclusion set out herein, we have assumed that all quantitative and
qualitative information provided to us is complete and accurate. Information and estimates
provided by Management used to form the value conclusion have not been audited and we
accept no liability for them;

iv.

The internal financial statements and/or financial information provided to us and upon which we
have relied in arriving at the conclusion expressed herein, present fairly, in all material
respects, the financial position of the Division as well as the results of operations for the
relevant periods and include all and only, the revenues, expenses, assets and liabilities of the
Division;

v.

The projections provided by Management represents their best estimate of the anticipated
financial results to be derived from the operations of the Division, viewed prospectively as of
the Valuation Date and is based on Management’s knowledge of the industry;

vi.

All transactions between related parties have been recorded at arm’s length prices, unless
otherwise noted in our Formal Valuation Report;

vii.

The historical financial information provided by Management did not include any unusual, nonrecurring or non-business-related items that would require normalization, other than those
items reflected in our Formal Valuation Report;

viii.

Any information reviewed by us in its preliminary version would not have changed significantly
in its final version;

ix.

We have been informed of all material contracts or agreements in effect, or being negotiated,
that would otherwise have a bearing on our valuation conclusion;

x.

The Division has no significant undisclosed liabilities, contractual obligations, substantial
commitments or litigation, pending or threatened;

xi.

There were no significant events subsequent to the Valuation Date but prior to the date of our
Formal Valuation Report that would materially impact on either the Division’s expected future
operations;

xii.

There were no special purchasers evident in the market who would be willing to pay a premium
to purchase the shares of the Division as a result of economies of scale or other benefits
available only to them;

xiii.

Other than the Proposed Transaction, no written offers have been received by agents and / or
Management and / or shareholder(s) of the Division to acquire either an interest in, or all of the
issued and outstanding shares of the Division in the twenty-four months immediately preceding
the Valuation Date;

xiv.

There were no material changes in the operations or asset position of the Division or the state
of, or outlook for, the industry in which the Division operates since the date of the financial
information utilized by us that have not been brought to our attention, which would have a
significant impact on our Formal Valuation Report;
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xv.

No other valuation reports have been prepared in respect of the Division in the twenty-four
months preceding the Valuation Date.

xvi.

The reported net book value of all the recorded assets and liabilities of the Division fairly
approximates their respective FMV, other than as noted herein;

xvii.

If any key shareholders or management departs, they will enter into a non-compete agreement
to undertake that they will not enter into competition with the operations of the Division or
attract employees or customers to competitors;

xviii. The Division will achieve Management’s forecasted revenues starting in 2020, with a one-year
delay, and in 2019, there will be no revenue growth relative to the 2018 historical results for the
Division;
xix.

The terminal growth rate of the Division is assumed to be 4.0%;

xx.

The Division can obtain additional debt at a pre-tax interest rate of 5.0%;

xxi.

The inflation rate applicable to the operations of the Division is 2.0%;

xxii.

A working capital to revenue ratio of 8.2% will be sufficient for the day-to-day operations of the
business;

xxiii. The Division needs to expend approximately 0.50% of revenue per annum on sustaining capital
reinvestment, that being in addition to normal repairs and maintenance to maintaining existing
operations;
xxiv. Historical operating losses and investments in capital assets can be applied to offset future
corporate income taxes;
xxv.

An effective tax rate of 18.0% is a reasonable proxy for future income tax rate;

xxvi. The variable expenses of the Division are commission, travelling and entertainment expenses,
logistic expenses and marketing expenses, with all remaining staff costs and other operating
expenses being fixed except for inflationary increases;
xxvii. Substantially all of the Division’s reported assets are required in the day-to-day operation of the
business, other than as noted herein;
xxviii. There are no significant factors bearing on the FMV of the Division that have not been
considered by us in preparing our Formal Valuation Report; and,
xxix. Should any of the above assumptions not be accurate our valuation conclusion, as expressed
herein, may be materially different.
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VALUATION AND LITIGATION
SUPPORT SERVICES

Victor Wong
Victor Wong, CPA, CMA, CBV, is a Partner with MNP’s Valuation and
Litigation Support practice in Vancouver. Victor, who leads the firm’s
financial instruments valuation client group, is committed to his clients’
success, creating customized solutions to meet their business needs.
Experienced in financial statement analysis, market research and fair value
accounting support, Victor provides business valuation services for valuation
and litigation support mandates. He develops advanced financial models to
determine the value of business enterprises.
Victor has been involved in numerous valuation mandates in a wide
range of industries, including high-tech, life sciences, mining, agriculture,
manufacturing and owner-managed businesses.
Trilingual in English, Cantonese and Mandarin, Victor is a member of MNP’s
China Services practice. Before joining MNP, he worked at a Vancouverbased international investment dealer, a fund management company and a
Government of Canada agency.
Victor graduated from Simon Fraser University with a Bachelor of Business
Administration with a focus on finance. Victor is a designated Chartered
Professional Accountant (CPA), Certified Management Accountant (CMA)
and Chartered Business Valuator (CBV).

If you would like to learn more about
MNP’s diverse suite of Valuation and
Litigation Support Services contact:
Victor Wong, CPA, CMA, CBV
Partner
Suite 2200, MNP Tower
1021 West Hastings Street
Vancouver, B.C. V6E 0C3
T: 778.374.2112
F : 604.685.8594
E victor.wong@mnp.ca
MNP.ca

Visit us at mnp.ca.

SCHEDULE “D”
UNAUDITED PRO FORMA FINANCIAL STATEMENTS

Notice To Reader
The accompanying unaudited pro forma financial statements of Sarment Holding Limited (the
“Company”) have been prepared by the Company’s management and have not been reviewed or
audited by the Company’s independent auditors. These unaudited pro forma financial statements
should be read in conjunction with the Company’s audited consolidated financial statements for the
year ended December 31, 2018 and unaudited condensed interim consolidated financial statements
for the period ended March 31, 2019, which are available at the SEDAR website at www.sedar.com.

E

Sarment Holding Limited (formerly Sarment Holding Pte. Ltd.)
Pro Forma Statement of Financial Position (Unaudited)
As at March 31, 2019
(All figures in thousands of United States Dollars unless otherwise noted)
Historical
March 31,
2019

Adjustment
(a)

Pro Forma
March 31,
2019

156
1,231
876
58

(91)
(1,231)
(875)
(58)

65
–
1
–

2,321

(2,255)

66

2,935
5,401
497
1,508

(2,819)
(5,401)
(482)
(1,489)

116
–
15
19

10,341

(10,191)

150

12,662

(12,446)

216

6,805
607
136
4,094

(4,895)
(607)
(136)
(4,094)

1,910
–
–
–

11,642

(9,732)

1,910

ASSETS
Non-current assets
Property, plant and equipment
Right-of-use assets
Intangible assets
Other receivables

Current assets
Trade and other receivables
Inventories
Prepayments
Cash and bank balances

Total assets
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables
Advances received
Embedded derivatives
Loans and borrowings

Net current (liabilities)/assets

(1,301)

Non-current liabilities
Loans and borrowings
Other liabilities

10,589
345

(10,589)
(345)

–
–

10,934

(10,934)

–

22,576

(20,666)

1,910

51,421
609
(75,981)
15,407

(635)
22,248
(14,763)

51,421
(26)
(53,733)
644

Non-controlling interests

(8,544)
(1,370)

6,850
1,370

(1,694)
–

Total shareholders’ deficit

(9,914)

8,220

(1,694)

Total shareholders’ deficit and liabilities

12,662

(12,446)

Total liabilities
Equity attributable to owners of the Company
Share capital
Translation reserves
Accumulated losses
Other reserves

(459)

(1,760)

216

The accompanying explanatory notes form an integral part of the pro forma financial statements
E

Sarment Holding Limited (formerly Sarment Holding Pte. Ltd.)
Pro Forma Statement of Profit or Loss and Other Comprehensive loss (Unaudited)
For the three months ended March 31, 2019
(All figures in thousands of United States Dollars unless otherwise noted)

Historical
March 31,
2019

Adjustments
(b)
(c)

Pro Forma
March 31,
2019

3,751

(3,591)

–

160

Cost of sales

(2,565)

2,437

–

(128)

Gross profit

1,186

(1,154)

–

32

Staff costs
Depreciation and amortization
Stock-based compensation
Other operating expenses

(3,175)
(195)
(634)
(779)

1,314
123
36
111

–
–
–
–

(1,861)
(72)
(598)
(668)

Operating expenses

(4,783)

1,584

–

(3,199)

Operating loss

(3,597)

430

–

(3,167)

106
(580)

(16)
68

(90)
512

–
–

Loss before income tax
Income tax expenses

(4,071)
–

482
–

422
–

(3,167)
–

Net loss for the period

(4,071)

482

422

(3,167)

(478)

505

–

27

Total comprehensive income for the period

(4,549)

987

422

(3,140)

Loss attributable to:
Equity holders of the Company
Non-controlling interests

(4,042)
(29)

453
29

522
–

(3,167)
–

(4,071)

482

422

(3,167)

(4,513)
(36)

951
36

422
–

(3,140)
–

(4,549)

987

422

(3,140)

Revenue

Other income
Finance costs

Other comprehensive loss that may be
reclassified subsequently to profit or loss:
- Foreign currency translation

Total comprehensive income attributable to:
Equity holders of the Company
Non-controlling interests

Earnings per share attributable to owners of
the Company (dollar per share)
Basic and diluted

(0.13)

(0.10)

The accompanying explanatory notes form an integral part of the pro forma financial statements

E

Pro Forma Statement of Profit or Loss and Other Comprehensive Income (Unaudited)
For the year ended December 31, 2018
(All figures in thousands of United States Dollars unless otherwise noted)

Historical
December
31, 2018

Adjustments
(d)
(e)

Pro Forma
December
31, 2018

20,581

(20,405)

–

176

Cost of sales

(14,162)

14,019

–

(143)

Gross profit

6,419

(6,386)

–

33

Staff costs
Depreciation and amortization
Stock-based compensation
Other operating expenses

(12,975)
(280)
(1,007)
(14,194)

5,362
231
121
6,014

–
–
–
–

(7,613)
(49)
(886)
(8,180)

Operating expenses

(28,456)

11,728

–

(16,728)

Operating loss

(22,037)

5,342

–

(16,695)

1,080
(2,574)

(192)
(16)

(888)
2,572

–
(18)

Loss before income tax
Income tax expenses

(23,531)
–

5,134
–

1,684
–

(16,713)
–

Net loss for the period

(23,531)

5,134

1,684

(16,713)

1,046

(1,129)

–

(83)

Total comprehensive income for the year

(22,485)

4,005

1,684

(16,796)

Loss attributable to:
Equity holders of the Company
Non-controlling interests

(23,356)
(175)

4,959
175

1,684
–

(16,713)
–

(23,531)

5,134

1,684

(16,713)

(22,357)
(128)

3,877
128

1,684
–

(16,796)
–

(22,485)

4,005

1684

(16,796)

Revenue

Other income
Finance costs

Other comprehensive income that may be
reclassified subsequently to profit or loss:
- Foreign currency translation

Total comprehensive income attributable to:
Equity holders of the Company
Non-controlling interests

Earnings per share attributable to owners of
the Company (dollar per share)
Basic and diluted

(0.95)

(0.68)

The accompanying explanatory notes form an integral part of the pro forma financial statements
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Sarment Holding Limited (formerly Sarment Holding Pte. Ltd.)
Notes to Pro Forma Financial Statements (Unaudited)
(All figures in thousands of United States Dollars unless otherwise noted)

1

Corporate information
The pro forma financial statements of Sarment Holding Limited (the “Company”) have been
compiled for purposes of inclusion in an Information Circular of the Company dated July 29, 2019.
The Company is a limited liability company which is domiciled and incorporated in Singapore. The
Company’s registered office is 50 Raffles Place, #32-01 Singapore Land Tower, Singapore 048623.
The Company is principally engaged in sale of wines and spirits and development of digital
Customer Experience Management Platform (“CEM”) which helps businesses connect with their
customers.
The common shares of the Company commenced trading on the TSX Venture Exchange (“TSXV”)
under the symbol “SAIS” on August 21, 2018.
On July 29, 2019, the Company entered into a definitive agreement to sell the Company’s wine and
spirits distribution business and settle the Company’s all existing shareholder loans payable (the
“Transaction”).

2

Basis of preparation
The pro forma financial statements of the Company have been prepared by management of the
Company for illustrative purposes only to show the effect of the Transaction.
The unaudited pro forma financial statements have been compiled from and include:
o

An unaudited pro forma statement of financial position, which removes the financial
position of the wine and spirit business as at March 31, 2019 from the unaudited
consolidated statement of financial position of the Company as at March 31, 2019, giving
effect to the Transaction as if it occurred on March 31, 2019; and

o

An unaudited pro forma statement of profit or loss and other comprehensive loss for the
period ended March 31, 2019, which removes the profit and loss and other comprehensive
loss of the wine and spirits distribution business from the unaudited condensed interim
consolidated statement of profit or loss and other comprehensive loss of the Company for
the period ended March 31, 2019 giving effect to the Transaction as if it had occurred on
January 1, 2018.

o

An unaudited pro forma statement of profit or loss and other comprehensive income for the
year ended December 31, 2018, which removes the profit and loss and other
comprehensive income of the wine and spirits distribution business from the audited
consolidated statement of profit or loss and other comprehensive income of the Company
for the year ended December 31, 2018 giving effect to the Transaction as if it had occurred
on January 1, 2018.

The pro forma financial statements are presented in United States Dollars (US$) and all values in
the financial statements and disclosures are rounded to the nearest thousand (US$’000) except
when otherwise indicated.
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Sarment Holding Limited (formerly Sarment Holding Pte. Ltd.)
Notes to Pro Forma Financial Statements (Unaudited)
(All figures in thousands of United States Dollars unless otherwise noted)

2

Basis of preparation (continued)
These unaudited pro forma financial statements do not purport to represent the financial position
or the results of operations that would have resulted had the Transaction actually occurred on
January 1, 2018. These pro forma financial statements are not necessarily indicative of the future
financial position or results of operations of the Company as a result of the Transaction. These
unaudited pro forma financial statements should be read in conjunction with the audited
consolidated financial statements of the Company for the year ended December 31, 2018 and the
unaudited condensed interim consolidated financial statements for the period ended March 31,
2019, which are available at the SEDAR website at www.sedar.com.

3.

Significant accounting policies
The accounting policies used in the preparation of these unaudited pro forma financial statements
are those as set out in the Company’s audited consolidated financial statements for the year
ended December 31, 2018 and unaudited condensed interim consolidated financial statements
for the period ended March 31, 2019.

4.

Pro forma adjustments

(a)

This adjustment reflects the elimination of the financial position of the wine and spirit
business as at March 31, 2019.

(b)

This adjustment reflects the elimination of the profit or loss and other comprehensive
income of the wine and spirit business for the three-month period ended March 31, 2019.

(c)

This adjustment reflects the elimination of the finance cost and the change in fair value of
embedded derivative related to the shareholder loans for the three-month period ended
March 31, 2019 as all the shareholder loans will be settled after the Transaction.

(d)

This adjustment reflects the elimination of the profit or loss and other comprehensive
income of the wine and spirit business for the year ended December 31, 2018.

(e)

This adjustment reflects the elimination of the finance cost and the change in fair value of
embedded derivative related to the shareholder loans for the year ended December 31,
2018 as all the shareholder loans will be settled after the Transaction.
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SARMENT HOLDING LIMITED
AUDIT COMMITTEE CHARTER
Effective August 3, 2018
INTRODUCTION
The Audit Committee (the “Committee”) is a committee of the Board of Directors of Sarment Holding Limited
(the “Corporation”) to which the Board has delegated its responsibility for oversight of the nature and scope of
the annual audit, management's reporting on internal accounting standards and practices, financial information
and accounting systems and procedures, financial reporting and statements and recommending, for Board of
Director approval, the audited financial statements and other mandatory disclosure releases containing
financial information.
1.

RESPONSIBILITY

The Audit Committee is responsible for assisting the Board of Directors (the “Board”) of Sarment Holding
Limited (the “Corporation”) in fulfilling its oversight responsibilities in relation to:

2.

(a)

the integrity of the Corporation’s financial statements;

(b)

the Corporation’s compliance with legal and regulatory requirements related to financial
reporting;

(c)

the qualifications, independence and performance of the Corporation’s auditor;

(d)

the design, implementation and maintenance of internal controls and disclosure controls; and

(e)

any additional matters delegated to the Audit Committee by the Board.

MEMBERS

The Board must appoint a minimum of three directors to be members of the Audit Committee. The members
of the Audit Committee will be selected by the Board on the recommendation of the Nomination and
Governance Committee.
All of the members of the Audit Committee will be “independent directors” (“Independent Directors”) as
defined in National Instrument 52-110 - Audit Committees, as amended from time to time (“NI 52-110”). In
addition, every member of the Audit Committee will be “financially literate” as defined in NI 52-110.
3.

DUTIES

The Audit Committee is responsible for performing the duties set out below as well as any other duties that are
otherwise required by law or delegated to the Audit Committee by the Board.
(a)

Appointment and Review of the Auditor. The auditor is ultimately accountable to the Audit
Committee and reports directly to the Audit Committee. Accordingly, the Audit Committee will
evaluate and be responsible for the Corporation’s relationship with the auditor. Specifically,
the Audit Committee will:
(i)
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select, evaluate and nominate the auditor to be proposed for appointment or
reappointment, as the case may be, by the shareholders;
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(ii)

review and approve the auditor’s engagement letter;

(iii)

review the independence, experience, qualifications and performance of the auditor,
including the engagement and lead partners, in recommending its appointment or
reappointment, including considering whether the auditor’s provision of any permitted
non-audit services is compatible with maintaining its independence;

(iv)

resolve any disagreements between senior management and the auditor regarding
financial reporting;

(v)

at least annually, obtain and review a report by the auditor describing:

(vi)
(b)

(c)
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A.

the auditor’s internal quality-control procedures, including with regard to
safeguarding confidential information;

B.

any material issues raised by the most recent internal quality control review,
or peer review, of the auditor, or review by any independent oversight body,
such as the Canadian Public Accountability Board, the Accounting and
Corporate Regulatory Authority of Singapore, or governmental or
professional authorities within the preceding five years respecting one or
more independent audits carried out by the auditor, and the steps taken to
deal with any issues raised in any such review; and

where appropriate, terminate the auditor.

Confirmation of the Auditor’s Independence. At least annually, and before the auditor issues
its report on the annual financial statements, the Audit Committee will:
(i)

review a formal written statement from the auditor describing all of its relationships
with the Corporation;

(ii)

discuss with the auditor any relationships or services that may affect its objectivity
and independence;

(iii)

obtain written confirmation from the auditor that it's objective within the meaning of
the Rules of Professional Conduct/Code of Ethics adopted by the provincial institute
or order of Chartered Accountants to which it belongs and is an independent public
accountant within the meaning of the Independence Standards of the Canadian
Institute of Chartered Accountants; and

(iv)

confirm that the auditor has complied with applicable rules, if any, with respect to the
rotation of certain members of the audit engagement team.

Pre-Approval of Non-Audit Services. The Audit Committee will pre-approve the appointment
of the auditor for any non-audit service to be provided to the Corporation. Before the
appointment of the auditor for any non-audit service, the Audit Committee will consider the
compatibility of the service with the auditor’s independence. The Audit Committee may preapprove the appointment of the auditor for any non-audit services by adopting specific
policies and procedures, from time to time, for the engagement of the auditor for non-audit
services. Such policies and procedures will be detailed as to the particular service, and the
Audit Committee must be informed of each service, and the procedures may not include
delegation of the Audit Committee’s responsibilities to management. In addition, the Audit
Committee may delegate to one or more members the authority to pre approve the
appointment of the auditor for any non-audit service to the extent permitted by applicable law
provided that any pre-approvals granted pursuant to such delegation shall be reported to the
full Audit Committee at its next scheduled meeting.
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(d)

Communications with the Auditor. The Audit Committee has the authority to communicate
directly with the auditor and will meet privately with the auditor periodically to discuss any
items of concern to the Audit Committee or the auditor, such as:
(i)

the scope, planning and staffing of the audit;

(ii)

the auditor’s materiality threshold for the audit;

(iii)

the assessment by the auditor of significant audit risk;

(iv)

any material written communications between the auditor and senior management,
such as any management letter or schedule of unadjusted differences;

(v)

whether or not the auditor is satisfied with the quality and effectiveness of financial
recording procedures and systems;

(vi)

the extent to which the auditor is satisfied with the nature and scope of its
examination;

(vii)

whether or not the auditor has received the full co-operation of senior management
and other employees of the Corporation;

(viii)

the auditor’s opinion of the competence and performance of the Chief Financial
Officer and other key financial personnel;

(ix)

the items required to be communicated to the Audit Committee under the Canadian
authoritative guidance;

(x)

critical accounting policies and practices to be used by the Corporation;

(xi)

alternative treatments of financial information within generally accepted accounting
principles that have been discussed with senior management, ramifications of the
use of such alternative disclosures and treatments, and the treatment preferred by
the auditor;

(xii)

any difficulties encountered in the course of the audit work, any restrictions imposed
on the scope of activities or access to requested information, any significant
disagreements with senior management and their response; and

(xiii)

any illegal act that may have occurred and the discovery of which is required to be
disclosed to the Audit Committee.

(e)

Review of the Audit Plan. The Audit Committee will discuss with the auditor the nature of an
audit and the responsibility assumed by the auditor when conducting an audit under generally
accepted auditing standards. The Audit Committee will review a summary of the auditor’s
audit plan for each audit.

(f)

Review of Audit Fees. The Audit Committee will determine the terms of the auditor’s
engagement and recommend the auditor’s fee to be approved by the shareholders of the
Corporation in general meeting. If the directors of the Corporation have been authorised by
the members at the last preceding annual general meeting to fix the auditor’s fee, the Audit
Committee will recommend the amount of auditor’s fee for approval by the directors. In
determining the auditor’s fee, the Audit Committee should consider, among other things, the
number and nature of reports to be issued by the auditor, the quality of the internal controls of
the Corporation, the size, complexity and financial condition of the Corporation and the extent
of support to be provided to the auditor by the Corporation.
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(g)

Review of Financial Statements. The Audit Committee will review and discuss with senior
management and the auditor the annual audited financial statements, together with the
auditor’s report thereon, and the interim financial statements, before recommending them for
approval by the Board. The Audit Committee will also review and discuss with senior
management and the auditor management’s discussion and analysis relating to the annual
audited financial statements and interim financial statements. The Audit Committee will also
engage the auditor to review the interim financial statements prior to the Audit Committee’s
review of such financial statements.
Before recommending any financial statements to the Board for approval, the Audit
Committee will satisfy itself that such financial statements, together with the other financial
information included in the Corporation’s annual and interim filings, fairly present in all
material respects the financial condition, results of operations and cash flows of the
Corporation as of the relevant date and for the relevant periods.
In conducting its review of the financial statements and related management’s discussion and
analysis, the Audit Committee will:
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(i)

consider the quality of, and not just the acceptability of, the accounting principles, the
reasonableness of senior management’s judgments and estimates that have a
significant effect upon the financial statements, and the clarity of the disclosures in
the financial statements;

(ii)

discuss any analyses prepared by senior management or the auditor that set out
significant financial reporting issues and judgments made in connection with the
preparation of the financial statements, including analyses of the effects of any
alternative treatments of financial information that have been discussed with
management and the ramification of their use and the auditor’s preferred treatment;

(iii)

discuss the effect of off-balance sheet transactions, arrangements, obligations
(including contingent liabilities) and other relationships with unconsolidated entities or
other persons that may have a material current or future effect on the Corporation’s
financial condition, changes in financial condition, results of operations, liquidity,
capital expenditures, capital resources, or significant components of revenues and
expenses;

(iv)

consider any changes in accounting practices or policies and their impact on
financial statements of the Corporation;

(v)

discuss with senior management, the auditor and, if necessary, legal counsel, a
report from senior management describing any litigation, claim or other contingency,
including tax assessments, that could have a material effect upon the financial
position of the Corporation, and the manner in which these matters have been
disclosed in the financial statements;

(vi)

discuss with senior management and the auditor any correspondence with regulators
or governmental agencies, employee complaints or published reports that raise
material issues regarding the Corporation’s financial statements or accounting
policies;

(vii)

discuss with the auditor any special audit steps taken in light of material weaknesses
in internal control;

(viii)

review the results of the audit, including any reservations or qualifications in the
auditor’s opinion;
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(h)

(ix)

discuss with the auditor any difficulties encountered in the course of the audit work,
including any restrictions on the scope of their procedures and access to requested
information, accounting adjustments proposed by the auditor but were “passed” (as
immaterial or otherwise), and significant disagreements with senior management;

(x)

discuss with the auditor any issues on which the Corporation’s audit team consulted
the auditor’s national office; and

(xi)

consider any other matter which in its judgment should be taken into account in
reaching its recommendation to the Board concerning the approval of the financial
statements.

Review of Other Financial Information. The Audit Committee will review:
(i)

all earnings press releases and other press releases containing financial information,
as well as financial information and earnings guidance provided to analysts and
rating agencies. The Audit Committee will also review the use of “pro forma” or
“adjusted” non-GAAP information in such press releases and financial information.
Such review may consist of a general discussion of the types of information to be
disclosed or the types of presentations to be made;

(ii)

all other financial statements of the Corporation that require approval by the Board
before they are released to the public;

(iii)

the effect of regulatory and accounting initiatives as well as off-balance sheet
structures on the Corporation’s financial statements; and

(iv)

disclosures made to the Audit Committee by the Chief Executive Officer and Chief
Financial Officer during their certification process for applicable securities law filings
about any significant deficiencies and material weaknesses in the design or
operation of the Corporation’s internal control over financial reporting which are
reasonably likely to adversely affect the Corporation’s ability to record, process,
summarize and report financial information, and any fraud involving senior
management or other employees who have a significant role in the Corporation’s
internal control over financial reporting.

(i)

Relations with Senior Management and Other Board Committees. The members will
periodically meet privately with senior management to discuss any areas of concern to the
Audit Committee or senior management. The Audit Committee will provide input to the
Compensation Committee on the competence and performance of the Chief Financial Officer
and will provide input to the Chief Financial Officer on the competence and performance of
other key financial personnel. The Audit Committee will meet with the Board as reasonably
required to ensure all public disclosure of financial information (including annual and interim
financial statements and management’s discussion and analysis related thereto, and all news
releases containing financial information) are approved by the Audit Committee prior to public
disclosure. Members of the Audit Committee will also consult with the Board when requested
in connection with making materiality determinations relating to the Corporation’s disclosure
obligations.

(j)

Oversight of Internal Controls and Disclosure Controls. The Audit Committee will review with
senior management the adequacy of the internal controls and procedures that have been
adopted by the Corporation to safeguard assets from loss and unauthorized use and to verify
the accuracy of the financial records. The Audit Committee will review any special audit steps
adopted in light of material control deficiencies. The Audit Committee will review with senior
management the controls and procedures that have been adopted by the Corporation to
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confirm that material information about the Corporation and its subsidiaries that is required to
be disclosed under applicable law or stock exchange rules is disclosed.
(k)

Legal Compliance. The Audit Committee will review with legal counsel any legal matters that
could have a significant effect on the Corporation’s financial statements. It will also review
with legal counsel material inquiries received from regulators and governmental agencies and
advise the Board accordingly.

(l)

Risk Management. The Audit Committee will oversee the Corporation’s risk assessment and
management function and, on a quarterly basis, will review a report from senior management
describing the major financial (including taxation matters), legal, operational and reputational
risk exposures of the Corporation and the steps senior management has taken to monitor
and control such exposures, including the Corporation’s policies with respect to monitoring
risk assessment and managing and controlling risks. At least annually, the Audit Committee
will meet separately with members of senior management and, if desired by the Audit
Committee and/or the Corporation’s auditors, to assess the Corporation’s risk assessment
and management policies and practices, including an assessment of the Corporation’s most
significant areas of risk and the Corporation’s plans to monitor and manage those areas of
risk (including the Corporation’s insurance relating thereto).

(m)

Taxation Matters. The Audit Committee will review with senior management the status of
taxation matters of the Corporation. The Audit Committee will also review a report from senior
management confirming that the Corporation has withheld or collected and remitted all
amounts required to be withheld or collected and remitted by it in respect of any taxes, levies,
assessments, reassessments and other charges payable to any governmental authority.

(n)

Employees of the Auditor. The Audit Committee will pre-approve the hiring by the
Corporation of any partners or employees or former partners or employees of the auditor.

(o)

Conduct and Ethics. On a quarterly basis, the Audit Committee will review all expenses
incurred by the Chief Executive Officer and will confirm that the Chief Executive Officer
reviews all expenses incurred by the directors and senior management of the Corporation,
respectively.

(p)

Complaints Procedure. The Audit Committee will review the procedures established by the
Board for the receipt, retention and follow-up of complaints received by the Corporation
regarding accounting, internal controls, disclosure controls or auditing matters and for the
confidential, anonymous submission of concerns by employees of the Corporation regarding
such matters.

(q)

Reporting. The Audit Committee will regularly report to the Board on:
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(i)

the auditor’s independence;

(ii)

the performance of the auditor and the Audit Committee’s recommendations
regarding its reappointment or termination;

(iii)

the adequacy of the Corporation’s internal controls and disclosure controls;

(iv)

its recommendations regarding the annual and interim financial statements of the
Corporation, including any issues with respect to the quality or integrity of the
financial statements;

(v)

its review of the annual and interim management’s discussion and analysis;
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4.

(vi)

the Corporation’s compliance with legal and regulatory requirements related to
financial reporting;

(vii)

the Corporation’s risk assessment and management policies and practices; and

(viii)

all other significant matters it has addressed and with respect to such other matters
that are within its responsibilities.

MEETINGS

Subject to the Corporation’s constitution and the requirements under the Companies Act (Cap. 50) of
Singapore:
(a)

Scheduling. The Audit Committee will meet at least four (4) times annually or more
frequently as it determines is necessary to fulfill its responsibilities, which will be not less than
four (4) times a year. A meeting of the Audit Committee may be called by the Chair of the
Audit Committee, the Chair of the Board, the Chief Executive Officer, the President, the Chief
Financial Officer, any Audit Committee member or the Corporation’s auditor. Meetings will be
held at a location determined by the Chair of the Audit Committee.

(b)

Notice. Notice of the time and place of each meeting will be given to each member either by
telephone or other electronic means not less than 48 hours before the time of the meeting.
Meetings may be held at any time without notice if all of the members have waived or are
deemed to have waived notice of the meeting. A member participating in a meeting will be
deemed to have waived notice of the meeting.

(c)

Agenda. The Chair of the Audit Committee will preside as Chair of each meeting and will
establish the agenda for each meeting and lead discussion on meeting agenda items. The
Chair shall instruct management to circulate properly prepared agenda materials to
Committee members with sufficient time to review prior to scheduled meetings. Any member
may propose the inclusion of items on the agenda, request the presence of or a report by any
member of senior management, or at any meeting raise subjects that are not on the agenda
for the meeting.

(d)

Distribution of Information. The Chair of the Audit Committee will distribute, or cause the
Secretary to distribute, an agenda and meeting materials in advance of each meeting to allow
members sufficient time to review and consider the matters to be discussed.

(e)

Attendance and Participation. Each member is expected to attend all meetings. A member
who is unable to attend a meeting in person may participate by telephone or teleconference.

(f)

Quorum. A majority of members will constitute a quorum for any meeting of the Audit
Committee.

(g)

Voting and Approval. At meetings of the Audit Committee, each member will be entitled to
one vote and questions will be decided by a majority of votes. In case of an equality of votes,
the Chair of the Audit Committee will not have a second or casting vote in addition to his or
her original vote.

(h)

Procedures. Procedures for Audit Committee meetings will be determined by the Chair of the
Audit Committee unless otherwise determined by the by-laws of the Corporation or a
resolution of the Audit Committee or the Board.

(i)

Transaction of Business. The powers of the Audit Committee may be exercised at a meeting
where a quorum is present in person or by telephone or other electronic means, or by
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resolution in writing signed by all members entitled to vote on that resolution at a meeting of
the Audit Committee.

5.

(j)

Absence of Chair. In the absence of the Chair of the Audit Committee at a meeting of the
Audit Committee, the members in attendance must select one of them to act as chair of that
meeting.

(k)

Secretary. The Audit Committee may appoint one of its members or any other person to act
as secretary.

(l)

Minutes of Meetings. A person designated by the Chair of the Audit Committee at each
meeting will keep minutes of the proceedings of the Audit Committee and the Chair will cause
the Secretary to circulate copies of the minutes to each member on a timely basis.

CHAIR

Each year, the Board will appoint one member to be Chair of the Audit Committee. If, in any year, the Board
does not appoint a Chair of the Audit Committee, the incumbent Chair of the Audit Committee will continue in
office until a successor is appointed.
6.

REMOVAL AND VACANCIES

Any member may be removed and replaced at any time by the Board, and will automatically cease to be a
member as soon as the member ceases to meet the qualifications set out above. The Board will fill vacancies
on the Audit Committee by appointment from among qualified members of the Board. If a vacancy exists on
the Audit Committee, the remaining members will exercise all of its powers so long as a quorum remains in
office.
7.

ASSESSMENT

At least annually, the Nomination and Governance Committee will review the effectiveness of the Audit
Committee in fulfilling its responsibilities and duties as set out in this Charter and in a manner consistent with
the mandate adopted by the Board.
8.

REVIEW AND DISCLOSURE

The Audit Committee will review this Charter at least annually and submit it to the Nomination and Governance
Committee together with any proposed amendments.
9.

ACCESS TO OUTSIDE ADVISORS AND RECORDS

The Audit Committee may retain any outside advisor at the expense of the Corporation at any time and has
the authority to determine any such advisor’s fees and other retention terms.
The Audit Committee, and any outside advisors retained by it, will have access to all records and information
relating to the Corporation which it deems relevant to the performance of its duties.
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SCHEDULE “F”
INFORMATION CONCERNING THE COMPANY POST-TRANSACTION
The following describes the proposed business of the Company, post-Transaction, and should be read together with
the financial statements of the Company available electronically under the Company’s profile on the SEDAR website
at www.sedar.com. and the unaudited pro forma financial statements of the Company attached hereto as Schedule
“D”. See “The Company Prior to the Transaction” in the Information Circular. Except where the context otherwise
requires, all of the information contained in this Schedule is made on the basis that the Transaction has been completed
as described in the Information Circular.
CORPORATE STRUCTURE
Name and Incorporation
The Company was incorporated under the Singapore Companies Act under company registration number
201803141W on January 24, 2018 as a private company limited by shares under the name of “Sarment Holding Pte.
Ltd.”. On August 8, 2018, the Company was converted to a public company limited by shares. In connection with
such conversion, the Company changed its name from “Sarment Holding Pte. Ltd.” to “Sarment Holding Limited”.
Upon completion of the Transaction, subject to receipt of Shareholder approval at the Meeting, the Company’s name
is expected to be changed from “Sarment Holding Limited” to “SAIS Limited”.
The head office of the Company is located at 8 Cross Street, Manulife Tower #14-01, Singapore 048424. The address
for service and the registered and records office of the Company is located at 50 Raffles Place, #32-01 Singapore Land
Tower, Singapore 048623.
Intercorporate Relations
The following corporate chart sets forth all of the Company’s subsidiaries immediately prior to the completion of the
Transaction:

Note: Abbreviations used in the corporate chart:

F-1

SG: Republic of Singapore;
HK: Hong Kong Special Administrative Region of the People’s Republic of China;
Lux: Luxembourg;
FR: France;
CN: People’s Republic of China;
MC: Macao Special Administrative Region of the People’s Republic of China;
CH: Switzerland
JP: Japan
UK: United Kingdom
US: United States of America

On completion of the Transaction, the Company will have four subsidiaries after giving effect to the transfer of the
Transferred Business to Spinco.
The following corporate chart sets forth all of the Company’s subsidiaries, assuming completion of the Transaction:

GENERAL DEVELOPMENT OF THE BUSINESS
In 2016, the Company recognized it was facing a major challenge in growing and scaling its B2C business as it had
primarily focused on expanding their B2B operations. As opposed to working with e-retailers like many of its peers,
it wanted to take a direct to consumer approach in marketing to customers as it believed going straight to the source
would allow it not only to simplify consumer journeys but forge closer relationships with each individual customer.
Having a strong presence in Asian markets such as Singapore, China, Japan and Hong Kong where smart phone
penetration is exceptionally high, Sarment also acknowledged that mobile is a large and increasingly important part
of the customer experience journey.
The team had looked at the overall technological landscape to find a solution but realized that it would take quite a
few different systems to achieve what it needed which would have meant lots of complex and expensive integrations,
data silos as well as poor data integrity. It didn’t need the full suite of features that most providers require you to pay
for but rather, needed core modules across CRM, eCommerce, Booking, Live Chat (between consumer and Customer
Success team), Marketing Automation, Content Management and most importantly, a native mobile app.
The transformation began two years ago. By then, Sarment had built a strong internal tech team and realized that with
its expertise, it could build an all-in-one platform, which meant faster integration, ease of use and lower costs. This
technology know-how was coupled with insights from other in-house personnel - seasoned salespeople and marketers
from various industries - who knew the exact core functionalities the platform required to provide an optimal customer
experience.
It rebranded the Group as Sarment Intelligent Services (SAIS Group) so the traditional luxury distribution business
could retain the Sarment name and introduced two additional units within the Group: Kaddra – a technology product
company that would focus on the development of Customer Experience Management (CXM) solutions – and Keyyes,
a business that would support all marketing and operational efforts for a namesake proof of concept mobile app,
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developed to showcase Kaddra's CXM backend capabilities.
Launched for the Asian market in Q3 2018 the proprietary platform was a luxury eco-system that could aggregate
exclusive experiences and products from a global network of brand partners and luxury providers. Keyyes members
could discover expert insights, purchase hard-to-find goods and make bookings for curated experiences or at featured
lifestyle venues.
In the fourth quarter of 2017, the Board of Directors of Sarment Holding Limited (Hong Kong) (“Sarment Hong
Kong”) resolved that the group would move its holding entity from Hong Kong to Singapore. Effective as of March
21, 2018, the Company completed a restructuring, pursuant to which, inter alia, the shareholders of Sarment Hong
Kong, the former parent company of the group, exchanged their shares in the capital of Sarment Hong Kong on a 1:1
basis for shares in the capital of the Company, a Singapore company, such that the Company became the holding
company for the group and Sarment Hong Kong became a subsidiary of the Company. On July 25, 2018 the shares of
the Company were split on a 1,040:1 basis. On August 21, 2018 the Company completed its initial public offering on
TSX-V.
During the Company’s current financial year, being the year ending December 31, 2019, assuming completion of the
Transaction, the Company’s business will comprise of the “KADDRA” Customer Experience Management Platform,
and digital media and services business carried on by the Company immediately prior to completion of the
Transaction, as more particularly described below under “Description of the Business”
DESCRIPTION OF THE BUSINESS
General
Description of the remaining business of Sarment Holding Limited (the “Company” or “SAIS”)
I.

Customer Experience Management (CEM or CXM) solutions

Industry Overview
The global customer experience management (“CEM”) market is currently worth $8 billion (2017) and it is expected
to reach $32 by 2025 (Grandview Research, May 2018)). The retail sector is one of the largest users of CEM
systems. Currently, conventional e-commerce platforms connecting businesses to customers are costly, scattered,
complex to operate and none of them offer a customer mobile digital environment. Marketing channels connected to
e-commerce platforms often provide broken user experience with limited data and customer retargeting. Due to the
limitations of conventional e-commerce platforms, retailers or companies face a real challenge to identify their
customers and personalize communications and increase conversion rates.
Customers are relying on different technology to get information and to make their purchase decision nowadays.
CEM technology allows retail companies to maintain detailed information about consumer’s profile. By collecting
this consumer information from different touch points such as web, mobile applications and social media, retailers
can understand their customer preferences, tastes and spending behaviors. Using CEM system, the retailers can
deliver personalized and superior customer experience in turn gain loyal customer relationship and ultimately
improve the sales.
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Kaddra
Since 2012, the Company has developed a network of partners across multiple industries of the luxury sector and has
worked closely with hundreds of these partners in the proof of concept of the Kaddra CEM platform launched in 2018.
Following the successful retention and engagement numbers of the 6-months period where the platform was operated
for Sarment’s wine and spirits business in Singapore, these partners have approached the Company to provide them
with a white label CEM solution for their own brands.
As described in the Company’s final long form prospectus filed on SEDAR on July 26, 2018, the Company’s CEM
solution is a proprietary cloud-based software managing the digital marketplace, marketing campaigns and users’
behavioral data that provides a back-end customer management function for the Company’s customers. The Kaddra
platform is available for customers in the form of a white-label service providing them with the entire ecosystem in a
gated environment for their private members, users and or consumers with the full force of customer experience
analysis and management. The platform boasts highly-secure transaction capabilities with high-volume availability
and big-data gathering on a permission-marketing basis, fully supporting tiered customer service. Kaddra’s platform
and methodology supports a tiered approach providing users and enterprise clients with the ability to differentiate
products and services provisioning between various levels, thus increasing engagement and retention with desired
customers advancing in service levels when positioned into specific tiers.
Today, SAIS Group teams have met multiple companies from their network, successfully signing three clients for
content management and technology development. The pipeline of potential clients is growing on a weekly basis
based on SAIS initial network and beyond.
The Kaddra CEM platform can facilitate live bookings across the verticals and can aggregate customer behaviour to
allow for better insights and also capture valuable data. The solution also allows companies to track, oversee and
organise every interaction between a customer and the organisation throughout the customer lifecycle.

F-4

Kaddra will continue its tech development in the CEM space, marketing its all-in-one platform, which saves businesses
up to 80% in set up and procurement costs, and is capable of achieving 8 times higher purchase conversion rates to
both large organization or SMEs. Kaddra is the cheapest, fastest and most efficient way to create a professional mobile
digital commerce. It allows sales and marketing teams work from one single platform, saving time, money and
integration complexity. Kaddra also enables its customers to publish marketing content, organize bookings, sell
products and communicate live with consumers.
The platform consists of the following key modules:
• Enterprise-grade customer facing native iOS/Android mobile app
• Campaign management tool
• Data analysis tool & dashboard
• Sentiment analysis tool
- Multi-purpose booking system
- In App Commerce (including payment, delivery management)
- CRM module
- Live Chat system
- Content Management System
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(a) Our initial targeted markets are : Singapore, Japan, China, United Kingdom, Germany, France, USA and
Canada
(b) Kaddra distribution methods are as follows:
•
•
•
•
•
•

Kaddra direct sales
Independent Software Vendors (ISV)
Managed Service Providers (MSP)
Global Consulting firms
System Integrators
Regional partners

Omni channel communication provides a constant stream of communication regarding the product, demo’s, updates
and webinars/seminars. A Chief Commercial Officer has been identified and is expected to join the Company postTransaction.
Currently Kaddra proposes two types of products: Kaddra Enterprise and Kaddra Pro.
•

Kaddra Enterprise’s target customers are large organizations with established sales and marketing activities.
This type of customers typically requires specific customization of the CEM platform and more ongoing
support. SAIS charges a one-time set up fee for the onboarding service and a monthly subscription fee for
the usage of the CEM platform and ongoing support. In April 2019, SAIS signed a two years contract with a
prominent global luxury car maker worth up to US$0.6 million. SAIS will utilize its business network in
luxury brands, car maker and retails to expand the revenue from Kaddra Enterprise.

•

Kaddra Pro’s target customers are SMEs with limited sales and marketing resources. This type of customers
require minimal customization and the onboarding cycle is much shorter than Kaddra Enterprise. The set up
fee and monthly subscription fee for Kaddra Pro will be substantially lower compared to Kaddra Enterprise
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but the volume of Kaddra Pro – SAIS Group’s turnkey solution – is expected to be significantly higher than
Kaddra Enterprise. Kaddra Pro is expected to be launched in early 2020.
Specialized knowledge and skills available to Kaddra to conducts its business:
•
•
•
•
•
•
•
•
•
•
•
•

Native Mobile App Development
User Experience (UX)
Web Development
Full-Stack Engineering
Agile Product Development
Digital Transformation
Product Management
Cloud Architecture
Serverless Architecture
Solution Architecture
Business Intelligence
Data Science

Platform Development Status
The Platform infrastructure is fully developed and has been operating for the past 12 months to support the white label
marketplace and CEM. SAIS R&D continuously work on the development of modules and improvement of the
platform capabilities and its algorithm layers. Each of the modules is designed to be an enhancement of the already
commercial and operating Platform. Management believes it will take up to 18 months from the date hereof to
complete the entire rollout of the platform functionalities.
(c) Research and development is ongoing. The Company made a roadmap of development of the platform for
the next 12 months:
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(d) The Company is conducting its own research and development based on the roadmap and future client needs.
Should there be a need for a specific R&D in a specific field the Company will use external resources and/or
consultants to provide expertise such as the Company’s collaboration with Blackberry (for a case study on
this collaboration please go to our website: https://www.sais-group.com/media/privacy-by-design-buildingsecure-ecosystems-a-case-study-by-sais-group-cto-will-beattie).
SAIS Research and Development Operations
Management intends to continue to significantly invest in the development of SAIS platform capabilities and IP
portfolio. Going forward, as and when patents are granted globally, SAIS intends to migrate in stages into a mainly
IP-based business model of licensing two principal product offerings:
1. White-labelling of the SAIS Platform to enterprises; and
2. Licensing SAIS Modules IP to other AI and e-commerce systems such as Apple’s Siri, Amazon, Google
and others.
As planned SAIS is now evolving into a predominantly IP-based business model and has already sold its white label
solution and will extend its licensing model over the next 3 to 5 years to, but not limited to, the luxury industry and
industries requiring a scalable digital quality service of their customers
SAIS is focused on the design and development of in-house algorithms combining high-quality research and expert
knowledge. SAIS algorithms have been integrated into calculations, data processing and automated reasoning,
resulting in innovative and transformative business and consumer applications. The success of any AI-powered
application lies in sound research and solid long-term business strategy and, therefore, SAIS continually enhances its
structures and methods of data usage and data privacy.
Recent collaboration with Blackberry is the work SAIS does towards solving the issue of data protection in
communication between businesses and their customers.
(a) The Company is now ready to market and has already sold the platform with the enterprise version. The costs
required for the next 18 months to launch the Pro version which include certain automation of the system
(within the next 6 months) and finalize the various steps of the roadmap are estimated to be USD 7 million
in total.
(b) The competitive landscape of Kaddra’s targeted markets pinpoints Kaddra’s high competitiveness:
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Early on, SAIS Group had identified that users desire convenience, autonomy and anonymity when making certain
purchases, while concurrently looking to benefit from a carefully curated and personalized selection. The Company’s
observation in respect of users’ consumption habits, along with the identification of scalability issues faced by certain
type of products and service providers, has been instrumental in shaping the evolution and development of SAIS
business and technology, including its white label digital marketplace platform with proprietary capabilities.
The Company continues to build its reputation and brand awareness in the luxury industry while concurrently
developing its technology in an effort to adequately address the identified needs of users in today’s increasingly digital
world. Given the increasing reliance of individuals on their cell phones and other digital technologies, the Company
believed that a mobile application presented a preferred avenue through which the Company could ultimately deliver
its technology-enabled solution.
Barrier to scalability
There are limitations on how many users and partners can be effectively managed manually. Connecting a user to a
business is time-consuming and often results in a low success rate. SAIS believes connecting businesses to a platform
accessible by users in real-time will eliminate this limitation. As an initial targeted market and with proven unmet
demand for luxury services, both SAIS and potential competitors have found scalability to be a key challenge in this
multi-billion-dollar market. The audience of services in general is highly-sensitive to the slightest changes in quality,
exhibiting immediate churn and drop in net promoter score (“NPS”) indices on anything short of peak service
performance. This is becoming true to every industry today and it is not limited to the luxury industry.
Lack of Coherent Customer Experience Data
Traditionally, data collection relies on having relationship managers manually entering information that they collect
during person-to-person interactions with their customers. Either over the phone, via messages, or face-to-face this
method of data collection is the static interpretation of one salesperson at any given time. As such, data is often
inconsistent and reflects only the information relationship managers are capable of gathering during such interactions.
Since this data is neither dynamic nor contextual, it will quickly become irrelevant in industries that relies today
heavily on accurate client data.
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Further, when data is collected independently from each source rather than having multiple data streams combined in
real-time, such data will lack the required depth to enable accurate analysis. Traditionally, users are averse to
disclosure of personal information unless they are getting something in return. Furthermore, with the new global
awareness and regulation over data protection it has become increasingly difficult for businesses to acquire reliable
data. This basic trait of customer behavior and mindset is another significant barrier to real data collection on user
experience and granular consumer preferences, making it extremely difficult to personalize customer experiences and
reach best-of-class quality in customer service and successful targeted sales.
Solving scalability
SAIS revolutionary approach is designed to enable service scalability across the multiple offerings of businesses.
SAIS has built a digital front-end mobile application and cloud-residing intelligence to offer a turn key solution for
businesses including SAIS expertise and insights in sales and marketing. This platform is the first step towards solving
businesses scalability barrier within the marketplace arena with the goal of allowing businesses to service all of their
user interactions with the least friction possible between the marketing campaigns and the purchase.
Solving Experience Inconsistency
SAIS works on research and development (“R&D”) and AI capabilities to continuously develop the SAIS Mind core
of ever-evolving and self-learning algorithms. The purpose is to create the perfect lifestyle management service,
supporting multiple Genres across various business sectors. SAIS believes that, in time, going digital and utilizing an
extensive array of advanced AI technologies will give it a unique position to bridge the gap of service experience
inconsistencies. By utilizing cutting-edge technologies, SAIS provides a highly personalized User experience on its
white label platform with content management, commerce and services capabilities specifically adapted to cultural
differences and personal preferences.
Solving Lack of Coherent Customer Experience Data
Businesses looking to maintain continuous engagement and retention of their valued customers encounter challenges
when attempting to base marketing campaigns and business decisions on solid market data and analysis. The recent
digital revolution has incrementally changed the mindset of consumers and has opened a narrow entry to permissionbased real data collection on customer experience and preferential behavior. Users have become more open to
providing access to personal information concerning, among other things, usage, commerce preferences and private
digital data if given the proper incentive.
The Platform’s analytics and predictive AI tools are expected to provide the Company and its Clients with a
significantly enhanced information database concerning Users that was previously more difficult to capture and
analyze in web browsing based platforms or analog format. User data has the potential to be a direct value contributor
to enterprise Clients seeking to understand and manage their Users’ customer experiences for long term service
improvement, customer engagement, customer retention, up-sales and campaigns promoting their products and
services.

II.

Digital media service
Digital development

With the launch of its proof of concept digital ecosystem during the first quarter ended March 31, 2018, the Company
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seamlessly translated its expertise, reflected by its reputation as a provider of ultimate luxury related to wine and
spirits products and experiences, into a digital platform easily accessible by users.
SAIS digital marketplace has been designed to address SAIS Clients’ need to offer their products and services to their
customers operated through gated communities, whereby the clients will offer their customers access to their
ecosystem in a mobile and digital environment provided by SAIS.
Historically, businesses and enterprises have struggled to engage and retain their highest spending customers with
continuous relationships because it is extremely difficult to create business “stickiness” with customers that essentially
“have everything” and that possess the financial means to easily migrate between providers and brands.
Top luxury brands amongst many other industries constantly seek new ways to differentiate their offerings of products
and services in order to better attract, engage and retain their highest spending clientele. SAIS believes that its white
label marketplace ecosystem creates a value proposition which will also assist brands and enterprises in achieving
engagement, retention and brand loyalty of their most demanding customers
The Digital Platform and Technology
There are two main components of the Company’s digital Platform:
• SAIS white label Marketplace (“Marketplace”): A proprietary mobile commerce interface connected to the
CEM Platform, which allows Users to access and interact within products, services and content offered by
SAIS Clients.
• Customer Experience Management Platform: A proprietary cloud-based software managing the digital
mobile Marketplace (Products, services, payments, logistic), content management, marketing campaigns
management tool, live chat, Sentiment analysis functions, multi-purpose booking system, CRM and Users’
behavioural data that provides a back-end customer management function for SAIS Clients.
The provision of Digital Media services
The digital media services will be provided by another department called Keyyes Labs: With the proof of concept of
the CEM platform, Keyyes, concluding its successful trial, the team that was managing its marketing and operations,
will parlay their expertise in content creation and curation to support businesses Kaddra has secured partnerships with.
In addition, Keyyes Labs will pursue other leads independently, in the capacity of a full-service digital agency.
Keyyes Labs provides a service offering for companies purchasing Kaddra platform to re purpose or create their
content for a mobile environment. Additionally, Keyyes Labs can provide a series of services in but not limited to,
Tokyo, Hong Kong, Singapore.
Additionally, the Keyyes Labs team will work with clients to create content to build their brands and help them engage
and reward their clients. Services provided include marketing and brand strategy, creative asset development, bespoke
editorial, social media, original illustrations, art direction, styling, product shoots, catalogue development and tailored
video content.
Keyyes Labs clients will also have access to its partner network which stretches across multiple luxury verticals such
as Wine (1,200 Products), Spirits (250 Products) Sake (100 Products), Dining (450 Partners), Bars (150 Partners),
Wellness & Aesthetics (150 Partners), Art (100 Partners), Members’ Clubs (15 Clubs), Golf (15 Clubs), Art (100
Partners), By Appointment (100 Partners), Events & Culture (50 Events/Activities), Cafes (80 Partners). This
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exclusive network – which has a strong focus in APAC – will continually expand both in terms of categories and
partner numbers.
Specialized knowledge and skills available to Keyyes Labs to conducts its business:
•
•
•
•
•
•
•
•
•
•
•
•
•

Editorial
Content creative
Content management and repurposing
Mobile digital content creation
Marketing Planning
SEM and SEO
Image content management and creation
Photography and videography capture
Video Editing
Programmatic management
Websites and EDM’s creation
Technical digital Marketing
Social Media Specialist
Employees

The Company will have approximately 35 employees after completion of the Transaction to support its CEM platform
and digital media services. A summary of the employee structure is as follows:
Employee structure
C level
Accounting / Legal / HR / Admin
Operation sales and marketing*
Total

No. of employee
4
6
25
35

*Operation and marketing include software engineer, application developer, IT manager, designer, videographer, IT manager, relationship manager, marketing manager and etc.

To ensure a clear distinction between the traditional wine and spirits distribution business, (which post sale will
become a separate and private entity), the Group will re-name the holding company listed on the TSX-V, from Sarment
Holding Limited to SAIS Limited.
The sector and industry type of the holding company will also be amended on the Exchange from Consumer Goods
and Alcoholic Beverages respectively, to Technology and Application Software for increased relevance.
Financing
In its Quarter 1 2019 interim statement Management Discussion and Analysis (MDA) it was noted that the Company
incurred a net loss of US$4.1 million during the three months ended March 31, 2019 and as at that date, the Company’s
net current liabilities and total shareholders’ deficit amounted to US$1.3 million and US$9.9 million respectively.
These factors indicate the existence of a material uncertainty which may cast significant doubt about the Company’s
ability to continue as a going concern.
(a) Solving liability
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Notwithstanding the above, the condensed interim consolidated financial statements of the Company is prepared on a
going concern basis as the Directors are confident that the Company would be able to obtain the funding to enable the
Company to meet its obligations as and when they fall due for a period of 12 months from the date of this financial
statements via the following:
1. Investment from private investors in the convertible bonds to be issued by the Company.
2. Loans from shareholders/ interested parties;
1.Private placement
On June 05, 2019 the Company announced that it is exploring a potential private placement of unsecured convertible
subordinated debenture units (the "Offering"). The net proceeds from the Offering are anticipated to be used to
continue the development and commercialization of “Kaddra”, its CEM solutions business. Kaddra’s technology helps
businesses combine their full suite of products and services into a single ecosystem seamlessly integrated with their
own branded consumer interface.
The terms of the potential Offering are unknown at this time. The completion of any such Offering would be subject
to applicable approvals, including any necessary regulatory and TSX Venture Exchange approvals. The Company is
working with several brokers/agents in order to engage with qualified investors. While timing of completion and terms
of the offer remain unknown and dependent on the completion of the Transaction, the amount to be raised that is being
contemplated would be sufficient to fund the activities post-completion for at least twelve (12) months.
2. Support from shareholders
Should the funding exercise not materialize on time, the Company will have to rely on the continuous support from
some of the existing shareholders to support the business as and when financial obligations fall due for a period of 12
months from the date of this financial statements.
If the Company is unable to continue in operational existence for the foreseeable future, the Company may be unable
to discharge its liabilities in the normal course of business and adjustments may have to be made to reflect the situation
that assets may need to be realized other than in the normal course of business and at amounts which could differ
significantly from the amounts at which they are currently recorded in the balance sheet. In addition, the Company
may have to reclassify non-current assets and liabilities as current assets and liabilities. No such adjustments have
been made to these financial statements.
Liability post-transaction
As continuously stated, “Should the funding exercise not materialize on time, the Company will have to rely on the
continuous support from some of the existing shareholders to support the business as and when financial obligations
fall due for a period of 12 months from the date of this financial statements.” It is expected that the remaining major
shareholders in SAIS post-transaction will carry the same commitment to funding the business.
As disclosed in the news release on May 29th, the Transaction would result in the Purchasers’ assumption of the
outstanding loans. In the final Sale and Purchase Agreement (SPA) of July 29 th, it is agreed that the Purchasers shall
assume all outstanding loans for the amount of US$ 20.5 million. As a result, SAIS will be debt-free and any proceeds
from the Offering will solely be utilized for the financing of the Kaddra and Keyyes Labs activities.
On May 16th the Company stated in its Q1 2019 interim statement MDA that during the three months ended March
31, 2019, the Company re-aligned the organization for improved commercial accountability and productivity, resulting
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in a 7.5% reduction of staff expense and 16.3% reduction in overall operating expenses compared to the first quarter
in 2018.
The reduction of the organization was an ongoing rationalization mostly related with the technology activities and as
a result the burn rate for this business has been significantly reduced by approximately 60%. The committed advance
loan facility from major shareholder(s), which would be considered as a first order to the private placement and will
be sufficient to finance the remaining SAIS activity for the subsequent six months from the date of the release of the
Information Circular.
On March 27th the Company stated in its 2018 full year MDA that as the CEM Platform has been designed to easily
allow for white-label deployment, throughout the development of its proof of concept, Keyyes, the Company has
generated a lot of traction with patterned companies and companies outside the partner circle for a white label solution.
With its flexible content management system and permissions module, the system can be adapted at runtime to suit
the needs of these businesses without the need for additional development. As such, proposals have been made to over
a dozen companies in the fourth quarter of 2018 which are expected to materialize in the course of 2019.
In April 2019, a two-year agreement worth up to US$0.6 million was signed with a prominent global luxury carmaker
to utilize the platform for enhancement of its online ecosystem. In July 2019 a memorandum of understanding was
signed with another luxury carmaker and recently, a Singaporean SME was signed on.
USE OF PROCEEDS AND PRINCIPAL PURPOSES
Following the Transaction, the Company is expected to receive net proceeds of US$1 in exchange for the Transferred
Business (which includes the all shareholder loans payable by the Company prior to the Transaction). As such,
following the Transaction, the Company is expected to have no indebtedness. As a result, the Company is expected to
have available cash of $0.5 million immediately following the Transaction which the Company intends to use for
general operating expenses. The Company is expected to obtain additional financing for future research and
development of the CEM and development of a dedicated sales force.
RISK FACTORS
Below are certain risk factors relating to the Company following completion of the Transaction that Shareholders
should carefully consider in connection with the Transaction. The following information is a summary only of certain
risk factors and is qualified in its entirety by reference to, and must be read in conjunction with, the detailed
information that appears elsewhere in the Circular. Additional risk factors relating to the Company and the
Shareholders in connection with the Transaction are set out in the Information Circular under the heading entitled
“Risk Factors to the Transaction”.
The following risk factors, which are not exclusive, could materially affect the Company’s business, financial
condition or results of operations and could cause actual events to differ materially from those described in forwardlooking statements relating to the Company.
BUSINESS RISKS
Fluctuation of Financial Results
The demands of scaling our business may result in fluctuating financial results due to factors that may be beyond the
control of management, which may make it difficult to predict future operating results.
We are a company that is rapidly expanding and, as such, our revenues may be materially affected by the decisions of
management or customers, and due to a variety of other factors, many of which may be beyond our control including,
but not limited to, general economic conditions or conditions in the industries in which our customers compete;
technological innovations and the adoption of technical standards; and increased cost of revenue and operating
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expenses as we continue to expand our business. Fluctuating results could cause significant, unanticipated quarterly
losses and cause our performance to fall below the expectations of shareholders, all of which could materially
adversely affect the market price of our common shares.
Management Team
We depend on the experience and expertise of our senior management team and key technical and sales employees,
and the loss of any key employee, or the inability to identify and recruit executive officers and key employees in a
timely manner, could harm our business, prospects, financial condition and financial performance.
Our ongoing and future success depends upon the continued service of our senior management team and key technical
employees, as well as our ability to continue to attract and retain additional highly qualified personnel. Each member
of our senior management team, key technical and sales personnel and other employees could terminate his or her
relationship with us at any time. As we continue to grow, there may be changes in our senior management team
resulting from the hiring or departure of executives, which could disrupt our business. If we fail to identify, recruit
and integrate strategic hires, or if new members of our senior management team do not successfully transition into
their new positions or fail to create effective working relationships among the other members of management, our
business, operating results and financial condition could be adversely affected. Any such changes in leadership or the
loss of our founder or other members of our senior management team or key personnel, could significantly delay or
impede the achievement of our business objectives and could harm our business and our customer relationships,
especially in the event that we have not been successful in developing adequate succession plans. The Company has
adopted an RSU Plan to mitigate retention risk of key management and staff.
Payment Risks
We are subject to payment-related risks from international customers. If customers and/or users do not pay their
invoices in a timely manner or dispute their invoices, our financial condition may be adversely affected.
If we are unable to collect or make adjustments to bills to customers and/or users, as applicable, we could incur writeoffs for bad debts, which could have a material adverse effect on operations for the periods in which the write-offs
occur. In the future, bad debt may exceed reserves for such contingencies and our bad debt exposure may increase
over time. Any increase in write-offs for bad debt could have a materially negative effect on our business, financial
condition and operating results. We are obligated to pay our employee on time even if we have not received payment
from customers and/or users, as applicable, which may adversely affect our available working capital. Consequently,
our financial condition and results of operation may be materially affected.
Ability to obtain new customers
Our business is reliant on our ability to obtain new customers. Inability to obtain new customers may have a material
adverse effect on our business, operating results and financial condition.
We depend upon our ability to establish and develop new relationships and to build on existing relationships with our
customers. We currently rely and expect to rely upon these relationships in the future to sell or facilitate the sale of a
material portion of our products and services. We are in the process of negotiating service agreements with a variety
of strategic potential customers in a number of key markets, including luxury brands, banking and auto makers, which
are interested in our digital service Platform. We cannot provide assurance that we will be successful in signing the
service agreements. Our inability to secure these agreements could be prejudicial to our short and long-term
performances. The impact on our sales and earnings, should we be unable to negotiate agreements on favourable
terms, could be negative on our sales and earnings.
Ability to Remain Competitive and a Market Leader
We must grow rapidly to remain a market leader and to achieve our strategic objectives. If we fail to grow, or fail to
manage growth effectively, our value may decline.
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The digital services market is dynamic and management believes that our success depends upon the continued
adoption of our services and our ability to develop innovative new technologies and solutions for the evolving needs
of customers, including new services provisioning, Al-based service personalization, and other ground-breaking user
experiences. We need to grow significantly and expand the scope of our offering in order to keep pace with the growth
and change to our market and to develop the reach and scale necessary to compete effectively with potential
competitors. Our growth depends to a significant degree upon the quality of our strategic vision and planning.
Our ability to grow requires access to, and prudent deployment of, capital for hiring, expansion of physical
infrastructures in terms of international branching, acquisition of companies or technologies, and development and
integration of supporting technical, sales, marketing, finance, administrative, and managerial infrastructure.
Management of Growth
Although we have experienced substantial growth during our limited operations in Keyyes, we may not be able to
sustain this rate of growth or maintain current levels.
In order for us to meet future operating and debt service requirements, we will need to continue to be successful in
our marketing and sales growth strategy. It is possible that we may not gain customer acceptance of any of our product
offerings in new markets due to competition, price or a variety of other factors. If sales are increased, our current
operational infrastructure may require changes to scale our business efficiently and effectively to keep pace with
demand, and achieve long-term profitability. Our future revenues and expenses are subject to conditions that may
change to an extent that cannot be determined at this time. If our product offerings are not accepted by new customers,
or if new and existing customers do not subscribe for our product offerings at anticipated levels, our operating results
may be materially and adversely affected.
We anticipate that future growth will require us to continue to hire, train and manage new employees as needed. If
new hires perform poorly, or if we are unsuccessful in hiring, training, managing and integrating these new employees,
or if we are not successful in retaining existing employees, our business may be harmed.
Achievement of our growth strategy requires investment in new capabilities, distribution channels, and technologies
worldwide. These investments may result in short-term costs without accompanying current revenues and, therefore,
may be dilutive to our earnings in the short term. Further, the rapid growth trajectory that we are pursuing may strain
our organization and our ability to continue such growth while maintaining quality operations.
Innovation and Expansion to New Markets
In order for us to meet our growth objectives, we will need to rely upon our ability to innovate, expand our Platform
into evolving Al capabilities, expand our market reach internationally, and implement new service offerings.
In order for us to compete effectively and keep pace with industry growth rates and trends, we must grow and expand
our service offerings continuously in different areas, such as personalized virtual reality experiences. Our growth plans
depend upon our ability to innovate, expand the scope of our Platform and its use by customers and adapt our offering
in response to changing market conditions. Our growth plans also depend on our ability to increase our international
business in existing and new markets, significantly expand the use of our marketplace offerings, and effectively drive
increased buy-in into Platform in general. In order to innovate successfully, we must hire, train, motivate, and retain
talented engineers or qualified outsource development partners in a competitive recruiting environment, and we must
deploy them based on the development priorities we establish in light of our view of the future of our industry. Mobile,
online service provisioning and other emerging digital platforms in our space require different technology and business
expertise than “analog” or personal concierge services, and also present other challenges that may be difficult for us
to overcome, including, but not limited to, effective customers onboarding automation and accurate personalization
of services. Potential competitors in these emerging platforms may be significantly more advanced in terms of
technology, and the scope of their product offerings. Furthermore, a growing percentage of online and mobile
consumer spending is captured by mass-market operated sites (such as Facebook), where we are unable to fully
participate. We may not be able to innovate quickly or successfully in order to compete effectively on new digital
commerce platforms, or to adapt our solution and infrastructure to international markets. New offerings may not
correctly anticipate market demand, may not address demand as effectively as competing offerings, and may not
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deliver the results that we forecast.
Reliance on Strategic Relationships
Our business prospects depend, in part, on the success of our strategic relationships with third parties, including
payment services providers (PSPs) to facilitate the complex monetization operations of our Platform and reliable
management of Internet traffic.
We anticipate that we will depend on various third-party relationships in order to grow our business. We continue to
pursue additional relationships with third parties, such as technology and content providers, Al experts, data and
market research companies, hosting and internet traffic management facilities, cyber security experts and other
strategic providers. Identifying, negotiating and documenting relationships with third parties requires significant time
and resources as does integrating third-party data and services. Our agreements with various customers and partners
of technology, cyber security, content and consulting services and luxury products and services are typically nonexclusive, do not prohibit them from working with potential competitors or from offering competing services and do
not typically have minimum purchase commitments. Our potential competitors may be effective in providing
incentives to third parties to favor their products or services over ours or to otherwise prevent or reduce purchases of
our solutions. In addition, these third parties may not perform as expected under our agreements with them, and we
may have disagreements or disputes with such third parties, which could negatively affect our brand and reputation.
Future Acquisitions
We may acquire other businesses which could require significant management attention, disrupt our business, dilute
shareholder value and adversely affect our operating results.
As part of our business strategy we may in the future make acquisitions or investments in complementary companies,
products and technologies that we believe fit within our business model and can address the needs of our customers,
users and potential customers. We cannot ensure that we will acquire and integrate other companies, products or
technologies in a successful manner. We may not be able to find suitable acquisition candidates, and we may not be
able to complete such acquisitions on favorable terms, if at all. In addition, the pursuit of potential acquisitions may
divert the attention of management and cause us to incur additional expenses in identifying, investigating and pursuing
suitable acquisitions, whether or not they are consummated. If we do complete acquisitions, we may not ultimately
strengthen our competitive position or achieve our goals, including increases in revenue, and any acquisitions we
complete could be viewed negatively by our customers, shareholders and industry analysts.
In addition, if we are unsuccessful at integrating such acquisitions or the technologies associated with such
acquisitions, our revenue and operating results could be adversely affected. Any integration process may result in
unforeseen operating difficulties and require significant management attention and resources, and we may not be able
to manage the process successfully. In particular, we may encounter difficulties assimilating or integrating the
companies, products, technologies, personnel or operations we acquire, particularly if the key personnel of an acquired
business are geographically dispersed or choose not to continue to work for us following the acquisition. Acquisitions
may also disrupt our core business, divert our resources and require significant management attention that would
otherwise be available for development of our business. In addition, we may not successfully evaluate or utilize the
acquired products, technologies, personnel or operations, or accurately forecast the financial impact of an acquisition
transaction, including accounting charges. If we fail to properly evaluate, execute or integrate acquisitions or
investments, the anticipated benefits may not be realized, we may be exposed to unknown or unanticipated liabilities,
and our business, prospects, financial condition and financial performance could be materially and adversely affected.
Future acquisitions may reduce our cash available for operations and other uses and could result in an increase in
amortization expense related to identifiable assets acquired. We may have to pay cash, incur debt or issue equity
securities to pay for any such acquisition, each of which could adversely affect our financial condition or the value of
our common shares. The sale or issuance of equity to finance any such acquisitions could result in dilution to our
shareholders. The incurrence of indebtedness to finance any such acquisition will result in increased fixed obligations
and could also include covenants or other restrictions that would impede our ability to manage our operations. In
addition, our future operating results may be adversely affected by the dilutive effect of an acquisition, or performance
earn-outs or contingent bonuses associated with an acquisition. Furthermore, acquisitions may require large, one-time
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charges and can result in increased debt or contingent liabilities, adverse tax consequences, additional equity-based
compensation expenses, and the recording and subsequent amortization of amounts related to certain purchased
intangible assets such as goodwill, any of which items could negatively affect our future operating results. We may
also incur goodwill impairment charges in the future if we do not realize the value of these intangibles.
Limited Operating History
The Company has a limited operating history in an evolving market that may not develop as expected.
The Company commenced operations in 2012, and as such is an early stage business and subject to the risks any early
stage business faces. Assessing our business and future prospects is challenging in light of the risks and difficulties
we may encounter. Our business will ultimately depend upon our ability to acquire and retain relationships with our
existing customers and users; our ability to acquire and retain customers; increase the total transaction volume for
customers; earn and preserve customers’ trust; build and maintain a scalable, high-performance technology
infrastructure; navigate complex and evolving regulatory and competitive environments; generate revenues and
profits; increase the effectiveness of our marketing and ability to identify the trends relevant to its target demographics;
successfully compete against other companies that are in, or may in the future enter, the same space; effectively
manage growth; develop and scale our products and services; and maintain effective risk management controls and
procedures.
Our ability to retain, increase and engage customers and to increase revenue will depend heavily on our ability to
create successful products and service offerings, both independently and in conjunction with other third parties. The
market for the services and products that we provide may not develop as expected, and we may fail to attract or retain
customers and users or to generate sufficient revenue, operating margin, or other value to justify continued investment.
In the future, we may invest in new products and initiatives to generate revenue, but there is no guarantee these
approaches will be successful. If we are not successful with new approaches to monetization, we may not be able to
maintain or grow revenue as anticipated or recover any associated development costs. Failure to adequately address
these risks and challenges, including those described elsewhere in these risk factors, could result in a material adverse
effect on our business, prospects, results of operations, and financial condition.
Future Financing and Debt
We may require additional capital to support our growth, and such capital might not be available on favourable or
acceptable terms, if at all. This could hamper our growth and adversely affect our business.
To meet our capital needs, we expect to rely on our cash flow from operations and any future financing rounds. We
cannot provide any assurance that our business will generate cash flow from operations in an amount sufficient to
enable us to fund our liquidity needs. Potential third-party financings in the future may not be available on terms
favourable to us, or at all, and we may not manage costs and working capital successfully. Our ability to obtain funding
will be subject to various factors, including general market conditions, our operating performance, the market’s
perception of our growth potential, equity markets sentiment, lender sentiment and our ability to incur debt in
compliance with other contractual restrictions, including the financial covenants and potential future debt documents.
These factors may make the timing, amount, terms and conditions of additional financings unattractive. Our inability
to raise capital could impede our growth and could materially adversely affect our business, financial condition and
financial performance.
Additionally, our ability to fund planned expenditures and future acquisitions for our growth plans will depend on our
ability to generate cash in the future and our capital requirements may vary materially from those currently planned
if, for example, our revenues do not reach expected levels or we incur unforeseen capital expenditures and make
investments to maintain our competitive position. If our business does not achieve the levels of profitability or generate
the amount of cash that we anticipate or if we expand faster than anticipated, we may need to seek additional debt or
equity financing to operate and expand our business. Our inability to raise capital could impede our growth or
otherwise require us to forego growth opportunities and could materially adversely affect our business, prospects,
financial condition and financial performance.
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We believe that current cash flow and expected cash flow from operations are adequate to fund our debt service
requirements, operating lease obligations, capital expenditures and working capital obligations for the next fiscal year.
Future Offerings
Future offerings of debt securities, which would rank senior to our common shares upon our bankruptcy or liquidation,
and future offerings of equity securities that may be senior to our common shares for the purposes of dividend and
liquidating distributions, may adversely affect the market price of our common shares.
In the future, we may attempt to increase our capital resources by making offerings of debt securities or additional
offerings of equity securities. Upon bankruptcy or liquidation, holders of our debt securities and lenders with respect
to other borrowings will receive a distribution of our available assets prior to the holders of our common shares.
Additional equity offerings may dilute the holdings of our existing shareholders or reduce the market price of our
common shares, or both. Preference shares, if issued, could have a preference on liquidating distributions or a
preference on dividend payments or both that could limit our ability to make a dividend distribution to the holders of
our common shares. Our decision to issue securities in any future offering will depend on market conditions and other
factors beyond our control. As a result, we cannot predict or estimate the amount, timing or nature of our future
offerings, and holders of our common shares bear the risk of our future offerings reducing the market price of our
common shares and diluting their ownership interest and voting power in the Company.
Tax Rules
International, federal, state, provincial, municipal and local tax rules may adversely impact our financial performance
and financial position.
Even though we are currently subject to Singapore tax rules only, we may be subject to international, federal, state,
provincial, municipal and local taxes worldwide if we expand our business internationally. If official taxing authorities
disagree with the positions we have taken on our tax returns, we could face additional tax liability, including interest
and penalties. If material, payment of such additional amounts upon final adjudication of any disputes could have a
material impact on our financial position and financial performance. In addition, complying with new tax rules, laws
or regulations could impact our financial condition, and changes in statutory tax rates and other tax laws, rules or
regulations may increase our effective tax rate. Any increase in our effective tax rate could have a material impact on
our financial results.
Sales Team Development
If we do not effectively train and provide tools and technology to support our sales, customer service and operations
teams, we may be unable to maintain or increase sales to our existing customers or maintain customer satisfaction,
and our business could be adversely affected.
We are substantially dependent on our sales, customer service and operations teams to maintain and increase sales
from existing customers and on our customer service and operations teams to maintain customer satisfaction. Our
ability to achieve significant revenue growth will depend, in part, on our success in recruiting, training, integrating
and retaining sufficient numbers of sales and customer service and operations personnel to support growth and
maintain customer satisfaction.
Security and Infrastructure Risks
If we fail to maintain adequate security and supporting infrastructure as we scale our systems we may experience
outages and disruptions of our services, and may be in breach of our security obligations to enterprise customers.
Either of these occurrences could harm our brand and reputation, result in loss of customer information and related
indemnity obligations and other liabilities and negatively impact our revenue and financial performance.
As we grow our business, we expect to continue to invest in technology services, hardware and software, including
data centers, network services, storage and database technologies. Creating the appropriate support for our technology
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platforms, including big data and computational infrastructure, is expensive and complex, and our execution could
result in inefficiencies or operational failures and increased vulnerability to cyber-attacks. We make representations
to our customers regarding security policies and practices. If we do not adequately implement and enforce these
security policies, it could result in a loss of customer confidence, damage to our reputation and a loss of business.
Further, security breaches could not only diminish the quality of our services and our performance for customers; they
could also result in a violation of security obligations to our enterprise customers that are designed to protect the data
that we collect, store and transmit for them. Cyber-attacks could include denial-of-service attacks impacting service
availability (including the ability to perform trades on our platform) and reliability; the exploitation of software
vulnerabilities in Internet facing applications; social engineering of system administrators (tricking company
employees into releasing control of their systems to a hacker); or the introduction of computer viruses or malware into
our systems with a view to misappropriate confidential or proprietary data. Cyber-attacks of increasing sophistication
may be difficult to detect and could result in the theft of our intellectual property, our data and/or our customers’ data.
In addition, we are vulnerable to unintentional errors as well as malicious actions by persons with authorized access
to our systems. The steps we take to increase the reliability, integrity and security of our systems may be expensive
and may not prevent system failures or unintended vulnerabilities resulting from the increasing number of persons
with access to our systems, complex interactions within our technology platforms and the increasing number of
connections with the technology of customers, third party partners and vendors. Operational errors or failures or
successful cyber-attacks could result in damage to our reputation and loss of current and new customers and other
business partners, as well as exposure to indemnity claims and other liability to our customers, which could harm our
business.
Adequate Insurance
Our insurance may not be adequate to cover all losses.
We maintain insurance policies covering losses, including business travel insurance, all-risk storage and cargo
insurance, D&O liability insurance and keyman insurance. However, we do not carry insurance that covers losses
arising from certain operating risks.
With respect to losses which are covered by our policies, it may be difficult, and it may take time to recover such
losses from insurers. In addition, we may not be able to recover the full amount from the insurer. There can be no
assurance that our policies would be enough to cover all potential losses, regardless of the cause, or whether we can
recover for such losses, or whether the recovery for such losses will be subject to protracted delays. Further, any
significant loss may still have a material adverse impact on our business continuity which may consequently affect
our financial condition and/or performance.
Litigation
We may become a subject to various litigation and other proceedings.
All industries, including the digital services industry, are subject to legal claims, with and without merit. We are not
currently involved in litigation but may become involved in legal disputes in the future. Defense and settlement costs
can be substantial, even with respect to claims that have no merit. Due to the inherent uncertainty of potential litigation
processes, the resolution of any legal proceeding may have a material adverse effect on our financial position or
financial performance.
Foreign Currency and Exchange Rate Risk
Fluctuations in exchange rates may have material adverse effects on our business, results of operations or financial
condition.
Our financial statements are expressed in U.S. Dollars and are therefore subject to movements in exchange rates on
the translation of financial information of its operations that are not conducted in U.S. Dollars. In addition, our
employees are mostly paid in Singapore dollar. As a result, the cost of service may be affected by changes in the value
of the relevant currencies. Changes in currency exchange rates may also affect the U.S. Dollar value of the foreign
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currency denominated prices at which our customers sell products. These foreign currencies primarily include the
Euro, the Japanese Yen, the Hong Kong Dollar, the Singapore Dollar, the Canadian Dollar, the Swiss Franc, the British
Pound Sterling, and the Australian Dollar. It is anticipated that our plans for international expansion will increase our
exposure to foreign currency fluctuations.
Difficulty in Enforcement of Judgments
As we are a holding company, all our subsidiaries and most of our assets are located outside of Canada. Accordingly,
it may be difficult for shareholders to enforce within Canada any judgments obtained against the Company, including
judgments predicated upon the civil liability provisions of applicable Canadian securities laws. Consequently,
shareholders may be effectively prevented from pursuing remedies against the Company under Canadian securities
laws or otherwise.
The Company is incorporated in Singapore and its operation is also in Singapore. Certain directors and officers,
including our President and Chief Executive Officer and our Chief Financial Officer, reside outside of Canada and
substantially all the assets of these persons are located outside of Canada. It may not be possible for shareholders to
effect service of process against the Company’s directors and officers who are not resident in Canada. In the event a
judgment is obtained in a Canadian court against one or more of our directors or officers for violations of Canadian
securities laws or otherwise, it may not be possible to enforce such judgment against those directors and officers not
resident in Canada. Additionally, it may be difficult for an investor, or any other person or entity, to assert Canadian
securities law claims or otherwise in original actions instituted in Singapore.
Courts in these jurisdictions may refuse to hear a claim based on a violation of Canadian securities laws or otherwise
claiming such jurisdiction is not the most appropriate forum to bring such a claim. Even if a foreign court agrees to
hear a claim, it may determine that the local law, and not Canadian law, is applicable to the claim. If Canadian law is
found to be applicable, the content of applicable Canadian law must be proven as a fact, which can be a timeconsuming and costly process. Certain matters of procedure will also be governed by foreign law.
TECHNOLOGY-RELATED RISK FACTORS
Technology Implementation
Our technology development efforts may be inefficient or ineffective, which may impair our ability to attract
customers.
Management believes that our future success will depend in part upon our ability to enhance our existing Platform, to
develop and introduce new solutions in a timely manner with features and pricing that meet changing client and market
requirements, and to persuade customers, end users and partners to adopt the same. New elements of our Platform
offering must compete with established competitors and may require significant investment in research, development
and marketing to gain traction amongst customers, end users and partners. We schedule and prioritize our development
efforts according to a variety of factors including but not limited to, our perceptions of market trends, client
requirements, and resource availability. We may face intense competition in the marketplace and are confronted by
rapidly changing technology, evolving industry standards and consumer needs, and the frequent introduction of new
solutions by potential competitors. Our solutions are complex and can require a significant investment of time and
resources to develop. These activities can take longer than we expect. We may encounter unanticipated difficulties
that require us to re-direct or scale back our efforts and we may need to modify our plans in response to changing
advertiser and publisher requirements, market demands, resource availability, regulatory requirements or other factors.
If development of our solutions becomes significantly more expensive due to changes in regulatory requirements or
industry practices, or other unforeseen factors, we may find ourselves at a disadvantage compared to potential
competitors with potentially greater resources to devote to product development and implementation. These factors
place significant demands upon our engineering team, require complex planning and decision making, and can result
in the acceleration of some initiatives and the delay of others. If we do not manage our development efforts efficiently
and effectively, we may fail to produce in a timely manner, or at all, solutions that respond appropriately to the needs
of customers, users and partners, and competitors may develop offerings that more successfully anticipate market
evolution and address market expectations. If our solutions are not responsive and competitive, customers, users and
partners may shift their business to competing solutions. customers, users and partners may also resist adopting our
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new solutions for various reasons, including reluctance to disrupt existing relationships and business practices or to
invest in necessary technological integration or preference for competitors’ offerings or self-developed capabilities.
Systems Management Risks
If we do not manage our information technology systems and infrastructure effectively, (I) the quality of our Platform,
solutions and services and our relationships with our customers may suffer, and/or (ii) our ability to perform essential
administrative functions may be impaired. Either or both results could have an adverse impact on our business,
financial condition and financial performance.
We rely heavily on IT systems to manage critical customer-related functions such as products and services online
provisioning and operations, data center operations and data management platform hosting. We must expand, improve
and automate these systems to maintain the quality of our solutions going forward and to avoid service interruptions,
security breaches and slower system performance for our enterprise solutions. We also depend on IT systems to help
manage essential functions such as revenue recognition, budgeting, forecasting, financial reporting, invoicing,
collections and other administrative functions. Despite the use of IT systems, many of our processes remain manual
in nature and thus we must also continue to manage our employees, operations, finances, research and development
and capital investments efficiently. Our productivity and the quality of our Platform may be adversely affected if we
do not quickly and effectively integrate and train new employees on our systems, processes and security protocols,
and if we fail to appropriately coordinate across functional groups and offices. If we do not adapt to meet the evolving
challenges of our business, and if we do not effectively and efficiently scale our operations to support our business,
the quality of our Platform may suffer, our IT systems and infrastructure may be more prone to security breaches and
service interruptions, and relationships with our customers and/or partners may be harmed, which, in turn, could have
an adverse impact on our financial condition and financial performance.
Risk of System Failure
Errors or failures in our software and systems could adversely affect our operating results and growth prospects.
We depend on the sustained and uninterrupted performance of our technology Platform to: operate and execute
thousands of transactions at any given time; manage customers’ inventory supply (including inventory quality
controls); serve or direct a third party to serve goods and services for our customers and users; collect, process and
interpret data to optimize personalized platform performance in real-time and provide billing information to our
financial systems. If our technology platforms cannot scale to meet demand, or if there are errors in the execution of
any of these functions on our platforms, then our business could be harmed. Because our software is complex,
undetected errors and failures may occur, especially when new versions or updates are made. We do not have the
capability to test new releases or updates to our code on a small subset of transactions which means that bugs or errors
in code could impact all transactions on our Platform. Despite testing, errors or bugs in software have in the past, and
may in the future, not be found until the software is in a live operating environment. Errors or failures in our software
could also result in negative publicity, damage to our brand and reputation, loss of or delay in market acceptance of
our Platform, increased costs or loss of revenue, loss of competitive position or claims by customers for losses
sustained by them. In such an event we may be required to expend additional resources to help mitigate any problems
resulting from errors in our software. We may make errors in the measurement of our service performance causing
discrepancies with our customers’, users’ and partners’ measurements leading to a lack of confidence in our Platform.
Material defects or errors in our enterprise Platform, including our Al personalization algorithms, could also result in
unanticipated costs and harm to our reputation. The software systems underlying the enterprise solutions, including
the Al algorithms, are inherently complex and may contain errors that could cause disruption in availability and other
performance issues. Such performance issues could result in customers and/or users making warranty or other claims
against us. Alleviating problems resulting from errors in our software could require significant expenditures of capital
and other resources and could cause interruptions, delays or the cessation of our business, any of which would
adversely impact our reputation as well as our financial position, financial performance and growth prospects.
Reliance on Third Party Open Source Software
Certain of our solutions rely on third-party open source software components, and failure to comply with the terms of
the underlying open source software licenses could restrict our ability to sell our solutions.
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Our technology platforms, including our computational and intelligent analysis and searching infrastructure, rely on
software licensed to us by third-party authors under “open source” licenses. The use of open source software may
entail greater risks than the use of third-party commercial software, as open source licensors generally do not provide
warranties or other contractual protections regarding infringement claims or the quality of the code. Some open source
licenses contain requirements that we make available source code for modifications or derivative works we create
based upon the type of open source software we use. If we combine our proprietary software with open source software
in a certain manner, we could, under certain open source licenses, be required to release the source code of our
proprietary software to the public. This would allow our competitors to create similar solutions with less development
effort and time and ultimately put us at a competitive disadvantage.
Although we monitor our use of open source software to avoid subjecting our products to conditions we do not intend,
the terms of many open source licenses have not been interpreted by international or national laws, and there is a risk
that these licenses could be construed in a way that could impose unanticipated conditions or restrictions on our ability
to commercialize our services. Moreover, we cannot guarantee that our processes for controlling our use of open
source software will be effective. If we are held to have breached the terms of an open source software license we
could be required to seek licenses from third parties to continue operating our platforms on terms that may not be
economically feasible, to re-engineer our platforms or the supporting computational infrastructure to discontinue use
of certain code, or to make generally available, in source code form, portions of our proprietary code, any of which
could adversely affect our business, financial condition and financial performance.
Difficulty Protecting Proprietary Technology
Our proprietary rights may be difficult to enforce. This could enable others to copy or use aspects of our Platform
without compensation, which could erode our competitive advantages and harm our business.
Our success depends, in part, on our ability to protect proprietary methods and technologies that we develop under the
intellectual property international laws. We rely on trademark, copyright, trade secret and patent laws, confidentiality
procedures and contractual provisions to protect our proprietary methods and technologies. Uncertainty may result
from changes to intellectual property legislation enacted worldwide. Accordingly, despite our efforts, we may be
unable to obtain adequate patent protection, or to prevent third parties from infringing upon or misappropriating our
intellectual property.
Unauthorized parties may attempt to copy aspects of our technology or obtain and use information that we regard as
proprietary. We generally enter into confidentiality and/or license agreements with our employees, consultants,
partners and customers, and generally limit access to, and distribution of, our proprietary information. We cannot
provide any assurances that any steps taken by us to protect our proprietary information will prevent misappropriation
of our technology and proprietary information. Policing unauthorized use of our technology is difficult. The laws of
some foreign countries may not be as protective of intellectual property rights as those of Canada or the United States,
and mechanisms for enforcement of proprietary rights in such countries may be inadequate. From time to time, it may
be necessary for us to take legal action to enforce our intellectual property rights, to protect our trade secrets, to
determine the validity and scope of the proprietary rights of others, or to defend against claims of infringement. Such
litigation could result in substantial costs and the diversion of limited resources and could negatively affect our
business, financial condition and financial performance. If we are unable to protect our proprietary rights (including
aspects of our Platform), we may find ourselves at a competitive disadvantage to others who have not incurred the
same level of expense, time and effort to create and protect their intellectual property.
Data Security and Privacy Breach Risks
A data security or privacy breach could damage our reputation and our relationships with our users and/or customers,
expose us to litigation risk, and adversely affect our business.
We are dependent on information technology systems and networks, including the Internet, for a significant portion
of our operations. We are also responsible for storing data relating to our users and employees and rely on third parties
for the operation of our Platform and for the various social media tools and websites we use as part of our marketing
strategy. In our normal course of business, we often collect, retain, and transmit certain sensitive and confidential User
information over public networks. There is significant concern by consumers and employees over the security of
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personal information transmitted over the Internet, consumer identity theft, and User privacy. Despite the security
measures we currently have in place, our facilities and systems and those of our third-party service providers may be
vulnerable to security breaches, acts of vandalism, computer viruses, misplaced or lost data, programming and/or
human errors, or other Internet or email events. Any perceived or actual electronic or physical security breach
involving the misappropriation, loss, or other unauthorized disclosure of confidential or personally identifiable
information, including penetration of our network security, whether by us or by a third-party, could disrupt our
business, severely damage our reputation and our relationships with our users, expose us to risks of litigation, fines
and penalties, and liability, and result in deterioration in our employees’ and users’ confidence in us, and adversely
affect our business, results of operations, and financial condition. Since we do not control third-party service providers
and cannot guarantee that no electronic or physical computer break-ins and security breaches will occur in the future,
any perceived or actual unauthorized disclosure of personally identifiable information regarding our users or website
visitors could harm our reputation and credibility, reduce our net, impair our ability to attract users, and reduce our
ability to attract and retain customers and partners. As these threats develop and grow, we may find it necessary to
make significant further investments to protect data and infrastructure. In addition, as the regulatory environment
relating to information security and privacy is becoming increasingly demanding, we may also incur significant costs
in complying with the various applicable state, federal, and foreign laws regarding protection of, and unauthorized
disclosure of, personal information.
Privacy and Data Protection Legislation
The Company will become subject to more onerous privacy and data protection legislation, with higher on-going
compliance costs.
The regulatory framework for privacy and data protection issues worldwide is evolving, and various government and
consumer agencies and public advocacy groups have called for new regulation and changes in industry practices. For
example, a new European Union data protection framework in the form of the General Data Protection Regulation
(the “GDPR”) will replace the existing European Union data protection regime in the United Kingdom and will be
directly applicable in all European Union Member States including the United Kingdom, without the need for
implementing national legislation, from May 2018. The GDPR will place more onerous obligations on data controllers
and will regulate data processors. the Company will be required to implement new policies and procedures to comply
with these obligations.
The GDPR will broaden the definition of personal data, strengthen the rights of data subjects, increase penalties for
non-compliance and continue to restrict the transfer of personal data to countries outside the EU. The GDPR will also
limit what would be considered valid consent on behalf of an individual, introduce a “right to be forgotten” (a
broadened right by individuals to have their data deleted at their request) and substantially increase the enforcement
powers of the European Commission.
It is likely that new laws and regulations will be adopted in other jurisdictions where the Company operates and
handles or shares data, including without limitation in the United States. Existing laws and regulations may also be
interpreted in new ways that could affect the Company’s business. the Company may need to commit significant
employee and other resources to ensure compliance with new laws and regulations relating to privacy and data
protection and adopt new business practices in a manner which could reduce its revenue or compromise its ability to
effectively pursue its growth strategy, which could have a material adverse effect on its business, results of operations
and financial condition.
If the Company fails to comply with new privacy and data protection laws when it is required to do so by the GDPR
and other applicable laws and regulations, this may result in investigative or enforcement action (including criminal
proceedings and significant increased penalties) by the Information Commissioner’s Office in the UK or similar
regulatory authorities in other jurisdictions in which the Company operates. This in turn could damage its reputation,
lead to negative publicity, result in the loss of the goodwill of its existing members and deter new members, all of
which would have a material adverse effect on the Company’s business, results of operations and financial condition.
Product Errors and Third-Party Mischief
The software technology enabling our services is complex and the related application software may contain errors or

F-24

defects, especially when first introduced or when new versions are released.
We use advanced information systems for the timely exchange of business information between us and our customers,
partners and users. These systems are critical for our business operations. There is no assurance that our information
systems will always operate without interruption or malfunction. Any errors that are discovered after commercial
release could result in loss of revenues or delay in market acceptance, diversion of development resources, damage to
our reputation, increased service and warranty costs and liability claims. In addition, it is possible that our products
may become the subject of a third-party attack or disruption, whether malicious or otherwise, such as viruses and
denial-of-service attacks, as well as data theft and technical failures causing system shutdown. This could adversely
affect the performance of our technology and could have a material adverse effect on our business, operating results
and financial condition.
INDUSTRY AND COMPETITOR RISK FACTORS
Market and Industry Factors
Kaddra’s digital Customer Experience Management platform is relatively new and dependent on growth in various
digital services adoption despite the Company has demonstrated the success of the proof of concept, Keyyes. If this
market develops slowly or in a manner contrary to our expectations, or if issues encountered by other industry
participants are imputed to, or affect us, our business, growth prospects and financial condition would be adversely
affected.
The digital services market is relatively new, and our Platform may not achieve or sustain high levels of demand and
market acceptance. While our proof of concept, Keyyes has been successful, marketing via new a digital end-to-end
marketplace Platform is now emerging and may evolve in unexpected ways, and our future growth will be constrained
if we are not able to successfully adapt. In addition, the success of our efforts to advance new solutions will depend
upon adoption of our Platform by customers and end users in lieu of their traditional methods of such services and
their consumption. It is difficult to predict adoption rates, demand for our Platform, the future growth rate and size of
the digital services market or the entry of competitive solutions.
Competition
We operate in a competitive market that includes companies that have greater financial, technical and marketing
resources than we do. We may not be able to compete successfully against current and future competitors because
our potential competitors may offer solutions that are perceived by our customers and end users to be more attractive.
These factors could result in declining revenue or the inability to grow our business.
We operate in a market that is subject to rapid development of products and service offerings, changing branding
objectives and evolving customer demands, all of which affect our ability to remain competitive. We expect
competition to increase and mounting competition may force us to charge less for our solutions, or offer pricing models
that are less attractive to us and decrease our margins.
We may be confronted by rapidly changing technology, evolving user needs and the frequent introduction by our
potential competitors of new and enhanced solutions. We will compete for customers acquisitions against potential
competitors that in some cases may be a part of our customers’ network. Some of our existing and potential
competitors may have offerings and technology that we do not have or that are more evolved and established than
ours, and have significantly more financial, technical, sales, and marketing resources than we do. In addition, some
competitors, particularly those with a more diversified revenue base and a broader offering, may have greater
flexibility than we do to compete aggressively based on price and other contract terms, or to compete with us by
including in their product offerings services that we may not provide. Some competitors are able or willing to agree
to contract terms that expose them to risks that might be more appropriately allocated to customers, and to compete
effectively we might need to accommodate risks that could be difficult to manage or insure. Our innovation efforts
may lead us to introduce new solutions that compete with our existing solutions. New or stronger competitors may
emerge through acquisitions and industry consolidation or through development of disruptive technologies. If our
offerings are not perceived as competitively differentiated, due to competition and growth in the industry or our failure
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to develop adequately to meet market evolution, we could lose clients and market share or be compelled to reduce
prices, making it more difficult to grow the business profitably.
As technology continues to improve and market factors continue to compel investment by others in the business,
competition and pricing pressure may increase and market saturation may change the competitive landscape in favor
of larger competitors with greater scale and broader offerings, including those that can afford to spend more than we
can to grow more quickly and strengthen their competitive position through innovation, development and acquisitions.
To compete effectively, we may need to innovate, further differentiate our offerings and expand the scope of our
operations more quickly than would be feasible through our own internal efforts. However, because some capabilities
may reside only in a small number of companies, our ability to accomplish necessary expansion through acquisitions
may be limited because available companies may not wish to be acquired or may be acquired by larger competitors
with the resources to outbid us, or we may need to pay substantial premiums to acquire those businesses.
Emerging Products and Technology
The market for the products and services offered by us is still emerging and consequently the continued growth and
demand for, and acceptance of, such products and services remains uncertain.
The market for our products and services is still emerging and other competing and/or emerging technologies and
products may impact the acceptance of our offerings. Our continued success will depend upon our ability to keep pace
with technological and marketplace change and to introduce, on a timely and cost-effective basis, new and enhanced
products that satisfy changing consumer requirements and achieve market acceptance. There can be no assurance that
we will be able to respond effectively to changes in technology or consumer demands. Moreover, there can be no
assurance that our competitors will not develop competitive products or that any such products will not have an adverse
effect on our business, financial condition or results of operations.
Changes in Consumer Preferences
Demand for our products and services could be adversely affected by a change in consumer tastes and preferences.
If we do not identify and offer attractive and comprehensive services and products, or do not foresee or adjust to
frequently changing trends and consumer or end users demands and preferences, our operating results may be
adversely affected.
Trends in consumer demands and preferences are unpredictable, rapidly changing and depend upon various factors,
including, among other things, global lifestyle and fashion trends, influence of celebrities, disposable income,
consumer confidence in the economy and other factors beyond our control. Our activities are dependent on our
capacity to satisfy consumer and end users’ expectations and desires. Our success will be largely dependent upon our
ability to gauge the tastes and preferences of users, anticipate and respond in a timely manner to constantly changing
consumer demands and preferences and ability to offer services that satisfy our customers’ demand in a timely manner.
As change in consumer expectations and desires is difficult to anticipate, we could find ourselves unable to satisfy the
end users and our customers, and our revenue could fall as a result.
There is no assurance that our choice of offerings, or the choices of our customers will accurately reflect the prevailing
trends or preferences of our end users at any given time. Consequently, we must identify emerging products and
service trends and consumer demands and anticipate trends which appeal to the end users. Any failure on our part, or
on the part of our customers, to identify, anticipate and respond effectively and in a timely manner to changing
consumer demands and trends could adversely affect our business. To maintain and increase of market share, we must
continue to offer services that meet the taste and preferences of our target consumer group. Our ability to provide such
services, in turn, depends on our ability to attract and maintain customers who provide attractive goods and services.
If we are unable to do so, we may not maintain our market share and our revenue may be adversely affected.
To the extent we misjudge the market for our services or the products suitable for our market, our sales and operating
results will be adversely affected. Misjudgments with respect to products and/or services could have a material adverse
effect on our market share and on our operating results.
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Market and Industry Data
Investors should not place undue reliance on facts, forecasts, estimates and other statistics in this information circular
relating to our industry obtained from third party resources.
Certain facts, forecasts, estimates and other statistics contained in this information circular relating to the industry in
which we operate our business have been collected from materials published by third parties. While we have exercised
reasonable care in compiling and reproducing such information and statistics derived from such publications, we
cannot assure shareholders nor make any representation as to the accuracy or completeness of such information. We
or any of our respective affiliates or advisors have not independently verified the accuracy or completeness of such
information directly or indirectly derived from such third-party sources. Any such market data, information or forecast
may prove to be inaccurate because of the method by which we obtain it or because it cannot always be verified with
complete certainty given the limits on the availability and reliability of raw data, the voluntary nature of the data
gathering process and other limitations and uncertainties. Statistics, industry data and other information relating to the
industry derived from the third-party sources used in this information circular may not be consistent with other
information available from other sources and therefore, shareholders or investors should not unduly rely upon such
facts, forecasts, estimates and statistics while making investment decisions.
REGULATORY RISK FACTORS
Regulatory Compliance
Legislation and regulation of digital businesses, including privacy and data protection regimes, could create
unexpected additional costs, subject us to enforcement actions for compliance failures, or cause us to change our
technology solution or business model, which may have an adverse effect on the demand for our Platform.
Many local, provincial/state, national, and international laws and regulations apply to the collection, use, retention,
protection, disclosure, transfer, and other processing of data collected from and about consumers and devices, and the
regulatory framework for privacy issues is evolving worldwide. Such legislation or regulation could affect the costs
of doing business online and may adversely affect the demand for or effectiveness and value of our solution. Some of
our competitors may have more access to lobbyists or governmental officials and may use such access to effect
statutory or regulatory changes in a manner that commercially harms us while favoring competitor’s solutions.
The Personal Information Protection and Electronic Documents Act and substantially similar provincial privacy laws
in Canada consider IP addresses as personal information. Currently, we collect and store certain information, discussed
below, that could be subject to regulation under this and similar regulatory regimes. While we take measures to protect
the security of information that we collect, use and disclose in the operation of our business, if we experience a data
breach we may face claims for damages by consumers whose personal information is disclosed without authorization.
Evolving and changing definitions of personal information within Canada, the U.S. and internationally, especially
relating to classification of machine or device identifiers, geo-location data and other information, have caused us, in
the past and may cause us in the future, to change business practices or limit or restrict our ability to operate or expand
our business. Data protection and privacy-related laws and regulations are evolving and may result in ever-increasing
regulatory and public scrutiny and escalating levels of enforcement and sanctions. We take measures to protect the
information that we collect, use and disclose in our operations and offer certain privacy protections, however such
measures may not be fully enough.
Further, many governments are restricting the storage of information about individuals beyond their national borders.
Such restrictions could, depending upon their scope, limit our ability to utilize technology infrastructure and
personalization techniques resulting in adverse impact on our quality of service and revenue generation.
We strive to comply with all applicable laws and regulations relating to privacy and data collection processing, use
and disclosure, but these laws and regulations are continually evolving, not always clear, and not always consistent
across the jurisdictions in which we do business. The measures we take to protect the security of information we
collect, use and disclose in the operation of our business may not always be effective. If we fail to protect personal
data or other data relating to consumers or comply with applicable laws and regulations or industry standards
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applicable thereto, we could become subject to enforcement action taken against us, including fines, imprisonment of
our officers, and public censure, claims for damages by consumers and other affected individuals, damage to our
reputation, and loss of goodwill. Even the perception of concerns relating to our collection, use, disclosure and
retention of data, including our security measures applicable to the data we collect, whether valid, may harm our
reputation and inhibit adoption of our solution by current and future customers. Any proceedings brought against us
in this regard could hurt our reputation, force us to spend significant amounts in defense of these proceedings, distract
our management, increase our costs of doing business, adversely affect the demand for our services, and ultimately
result in the imposition of monetary liability or restrictions on our ability to conduct our business. We may also be
contractually liable to indemnify and hold harmless customers and partners from the costs or consequences of litigation
or regulatory investigations resulting from using our services or from the disclosure of confidential information, which
could damage our reputation among current and potential customers, require significant expenditures of capital and
other resources and cause us to lose business and revenue.
Market Standard Compliance
Changes in market standards applicable to our Platform could require it to incur substantial additional development
costs.
Market forces, competitors’ initiatives, regulatory authorities, industry organizations, and security protocols are
causing the emergence of demands and standards that are or could be applicable to our Platform. We expect
compliance with these kinds of standards to become increasingly important to customers and conforming to these
standards is expected to consume a substantial and increasing portion of our development resources. If our Platform
is not consistent with emerging standards, our market position and sales could be impaired. If we make the wrong
decisions about compliance with these standards, or are late in conforming, or, if despite our efforts our solution fails
to conform, our offerings will be at a disadvantage in the market to the offerings of our competitors who have
complied.
Risks Associated with Foreign Operations
Operations in several countries may subject us to a number of risks associated with international business activities
and we may not be aware of all the factors that may affect our business in foreign jurisdictions.
Our ability to capitalize on growth in new markets and to maintain our current level of operations in our existing
international markets is subject to certain risks associated with operating in various international locations. The
majority of our business and operations is conducted in Singapore. As such, our business and operations may be
adversely affected by factors which are not within our control, including changes in government laws, policies or
regulations, social instability, economic sanctions, risk of terrorist activities, revolution, border disputes,
implementation of tariffs and other trade barriers and protectionist practices, volatility of financial markets, labour
disputes and other risks arising out of foreign governmental sovereignty over the areas in which our business is
conducted. Our operations may also be adversely affected by laws and policies of such foreign jurisdictions affecting
foreign trade, taxation and investment.
In addition, we may not be aware of all the factors that may affect our business in foreign jurisdictions. International
operations carry certain risks and associated costs, such as: the complexity and expense of administering a business
abroad; complications in compliance with foreign laws, and unexpected changes in legal and regulatory restrictions
or requirements; international import and export legislation; trading and investment policies; foreign currency
fluctuations; exchange controls; tariffs and other trade barriers; difficulties in collecting accounts receivable; potential
adverse sales and use tax and income tax consequences; uncertainties of laws and enforcement relating to intellectual
property and privacy rights; unauthorized copying of software; difficulty in managing a geographically dispersed
workforce in compliance with diverse local laws and customs; challenges adapting to local customs and culture; and
other factors depending upon the country involved.
If our operations are disrupted and/or the economic integrity of its contracts is threatened for unexpected reasons, our
business may be harmed. Changes in regulatory, geopolitical, social, or economic policies and other factors may have
a material adverse effect on our business in the future, or may require us to exit a particular market or significantly
modify our current business practices. Our activities in foreign jurisdictions could be substantially affected by factors
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beyond our control, any of which could have a material adverse effect on our business, operating results and financial
condition. We believe that our management is sufficiently experienced to reduce these risks.
Emerging Markets Risk
Doing business in emerging markets are subject to heightened risk as compared to investments in developed markets.
We may derive a portion of our sales from emerging markets (such as China and Singapore). Our operations in these
countries are exposed to political and economic risk, including risks relating to change in government policy. We are
accordingly subject to a number of risks stemming from exchange-rate controls, change in exchange rates, inflation,
as well as political instability in these countries. Moreover, we may find ourselves unable to defend our rights
appropriately before the courts of these countries, particularly within the framework of litigation with the state or with
state-controlled entities.
Investments in emerging markets are subject to heightened risks and the Company may be adversely affected by,
among other things, the following risks associated with emerging market economies:
•

political and social instability;

•

government involvement, including, but not limited to, currency controls and risk of expropriation;

•

difficulties in enforcing contractual rights;

•

currency volatility;

•

risk of high inflation;

•

infrastructure issues;

•

greater susceptibility to the economic performance of customers .

The systems of corporate governance to which companies in emerging markets are subject may be less advanced
than that to which Canadian issuers are subject, and therefore, shareholders in such companies may not receive
many of the protections available to shareholders in Canada.
SELECTED PRO FORMA FINANCIAL INFORMATION
See the Company’s financial statements and related MD&A, available electronically under the Company’s profile on
the SEDAR website at www.sedar.com, for more detailed information and financial data and statements about the
Company’s historical operation.
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The selected pro-forma financial information below should be read together with the unaudited pro forma financial
statements of the Company attached hereto as Schedule “D”.

Technology and digital media business

Revenue ...........................................................................
Gross profit
Operating expenses
Net loss ...................................................................................

Year ended
December 31, 2018
(US$’000)
(Unaudited)
176
33
(16,728)
(16,713)

Three months ended
March 31, 2019
(US$’000)
(Unaudited)
160
32
(3,199)
(3,167)

DESCRIPTION OF CAPITAL STRUCTURE
Ordinary Shares
As of the date of this Information Circular the Company’s issued share capital consists of 31,794,320 Ordinary Shares.
The Transaction is not intended to have any effect on the Company’s issued share capital.
We currently have only one class of shares, Ordinary Shares, which have identical rights in all respects and rank
equally with one another. The Constitution permits SAIS, in specified circumstances, to issue shares with preferential,
deferred or other special rights or restrictions as the Board may determine, subject to the provisions of the Singapore
Companies Act and the Constitution. Any purchaser of Ordinary Shares who has fully paid up all amounts due with
respect to such Ordinary Shares will not be subject under Singapore law to any personal liability to contribute to the
assets or liabilities of our Company in such purchaser’s capacity solely as a holder of such Ordinary Shares.
Holders of Ordinary Shares are entitled to receive notice of, attend and vote at meetings of the shareholders (other
than meetings at which only holders of another class of shares are entitled to vote separately as a class). Each Ordinary
Share carries the right to one vote. The holders of Ordinary Shares are entitled to receive any dividends declared by
us in respect of the Ordinary Shares, subject to our Constitution and the rights, privileges, restrictions and conditions
attaching to any other class of shares ranking in priority to the Ordinary Shares with respect of the payment of
dividends and provided such declaration of dividends is in accordance with the Singapore Companies Act. In the event
of the liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, holders of Ordinary
Shares are also entitled to receive, on a pro rata basis, the remaining property and assets of the Company available for
distribution after payment of all of its liabilities and subject to the rights of the holders of any other class of shares
ranking in priority to the Ordinary Shares.
DIVIDENDS
The Company currently expects to retain all future earnings for use in the operation and expansion of its business and
does not anticipate paying cash dividends in the foreseeable future. Subject to its Constitution and in accordance with
the Singapore Companies Act, the Company may declare an annual dividend subject to the approval of the
shareholders in a general meeting but no dividend or distribution shall be declared in excess of the amount
recommended by the Company’s board of directors. Subject to its Constitution and in accordance with the Singapore
Companies Act, the Company’s board of directors may also from time to time declare an interim dividend without the
approval of the shareholders. In making their recommendations, the Company’s board of directors will consider a
number of factors, including the Company’s earnings, capital requirements, overall financial condition, and
contractual restrictions, including restrictions contained in any agreements governing any indebtedness the Company
may incur.
CONSOLIDATED CAPITALIZATION
The following table represents the share and loan capitalization of the Company, as at the date of this Information
Circular and assuming completion of the Transaction.
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Designation

As at July 29, 2019

Ordinary Shares

31,794,320

After Completion of the
Transaction
31,794,320

The pro forma fully diluted share capital of the Company, upon completion of the Transaction and the exercise of all
issued and outstanding Restricted Share Units, is set out below:
Designation
Ordinary Shares
Restricted Share Units

Number of Ordinary Shares
31,794,320
1,994,709

Percentage
94.1%
5.9%

PRIOR SALES
During the 12 months preceding the date of this Information Circular, the Company did not purchase any Ordinary
Shares of the Company and issued the following Ordinary Shares at the following prices:
Ordinary Shares
Date of Issuance
August 21, 2018
August 21, 2018
August 21, 2018
August 21, 2018
Notes:
(1)
(2)
(3)
(4)

Number of Ordinary Shares
Issued
6,057,553
829,532
643,803
363,452

Issuance Price
C$3.15(1)
C$3.15(2)
C$4.05(3)
- (4)

The purpose of this issuance was related to the public offering in the IPO
The purpose of this issuance was conversion of shareholder convertible loans
The purpose of this issuance was conversion of convertible loan
The purpose of this issuance was for the incentive shares granted to a director and an executive officer.

MARKET FOR SECURITIES
On August 21, 2018, the Ordinary Shares commenced trading on the TSX-V under the symbol “SAIS”. The following
table shows the price ranges and volume traded of the Ordinary Shares on the TSX-V on a monthly basis for the 12month period preceding the date of this Information Circular.
Year
2019

2018

Month
July 1-July 29
June
May
April
March
February
January
December
November
October
September
August

Open ($)
2.40
2.25
2.25
2.5
2.75
2.75
2.75
2.9
3.05
3.15
3.05
3.2

High ($)
2.40
2.42
2.25
2.65
2.84
2.75
3.1
2.9
3.05
3.18
3.26
3.54
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Low ($)
2.40
1.9
1.9
2.25
2.15
2.5
2.75
2.5
2.8
2.98
3.05
2.8

Close ($)
2.40
2.4
2.25
2.25
2.6
2.75
2.75
2.75
2.9
3.01
3.15
3.15

Volume
27,000
15,200
1,200
10,700
26,300
7,700
5,400
10,500
10,000
12,500
21,400
40,800

PRINCIPAL SECURITYHOLDERS
To the best of the knowledge of the directors and executive officers of the Company, as of the date of this Information
Circular and assuming the completion of the Transaction as more particularly described in this Information Circular,
no persons who, or corporations which, beneficially own, control or direct, directly or indirectly, more than 10% of
the issued and outstanding Ordinary Shares other than:

Notes:
(1)
(2)
(3)
(4)

Name of Shareholder

Number of Ordinary Shares

Mark Joseph Irwin
Bertrand Faure Beaulieu

17,008,391 (1)
6,352,306 (2)

Percentage of Issued and
Outstanding Ordinary Shares
53.50%(3)
19.98%4)

These Ordinary Shares are expected to be owned both of record and beneficially following completion of
the Transaction.
These Ordinary Shares are expected to be owned both of record and beneficially following completion of
the Transaction.
On a fully-diluted basis, following the Transaction, Mark Joseph Irwin is expected to hold 50.34% of the
issued and outstanding Ordinary Shares.
On a fully-diluted basis, following the Transaction, Bertrand Faure Beaulieu is expected to hold 18.84% of
the issued and outstanding Ordinary Shares.

To the Company’s knowledge, following the Transaction, not more than 10% of the Ordinary Shares will be held
subject to any voting trust or other similar agreement.
DIRECTORS AND OFFICERS
Upon completion of the Transaction, the directors and officers of SAIS elected at the Meeting will remain the directors
and officers of SAIS. Directors appointed by the Company by ordinary resolution of the Shareholders shall hold office
for a term not exceeding 12 months and such term will generally expire at the time of the next annual general meeting
of the Company. For information on the expected directors and officers of the Company upon completion of the
Transaction, in addition to information in respect of Orders and penalties or sanctions imposed on such directors and
officers, see “Election of Directors” in the Information Circular.
Following the Transaction, it is expected that all directors and executive officers of the Company will, as a group,
beneficially own, control or direct, directly or indirectly, 23,830,203 Ordinary Shares of the Company, representing
74.95% of the Company’s issued and outstanding Ordinary Shares.
Conflicts of Interest
Except as described in this Information Circular, upon completion of the Transaction, to the Company’ knowledge,
and other than as disclosed herein, there are no known existing or potential conflicts of interest among the Company,
its directors and executive officers, or other members of management as a result of their outside business interests
except that certain of the directors and officers serve as directors and officers of other companies, and therefore it is
possible that a conflict may arise between their duties to the Company and their duties as a director or officer of such
other companies. See “Particulars of the Matters to be Acted Upon - The Transaction” and “Particulars of the Matters
to be Acted Upon - Approval of Creation of a New Control Person” in the Information Circular for more information.
The directors of the Company are required by law to act honestly and in good faith with a view to the best interests of
the Company and to disclose any interests that they may have in any material contract or material transaction. If a
conflict of interest arises at a meeting of the board of directors, any director in a conflict is required to disclose his
interest and abstain from voting on such matter. The directors and officers of the Company are aware of the existence
of laws governing accountability of directors and officers for corporate opportunity and requiring disclosures by
directors of conflicts of interest in respect of the Company and are required to comply with such laws in respect of
any directors’ and officers’ conflicts of interest or in respect of any breaches of duty by any of its directors or officers.
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EXECUTIVE COMPENSATION
Upon completion of the Transaction, the executive compensation payable by the Company is not expected to change.
For information on the executive compensation paid by the Company, see “Executive Compensation” in the
Information Circular.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
Upon completion of the Transaction, the indebtedness of directors and executive officers of the Company is not
expected to change. For information on the indebtedness of directors and executive officers of the Company upon
completion of the Transaction, see “Indebtedness of Directors and Executive Officers” in the Information Circular.
AUDIT COMMITTEE
Upon completion of the Transaction, the audit committee of the Company is not expected to change. For information
on the Audit Committee of the Company, see “Audit Committee” in the Information Circular.
CORPORATE GOVERNANCE
Upon completion of the Transaction, the Company’s corporate governance practices are not expected to change. For
information on the Company’s corporate governance, see “Corporate Governances” in the Information Circular.
LEGAL PROCEEDINGS AND REGULATORY ACTIONS
Legal Proceedings
The Company is not aware of any material legal proceedings to which the Company or a proposed subsidiary is a
party or to which its property is subject, nor is the Company aware that any such proceedings are contemplated.
Regulatory Actions
There are currently no: (a) penalties or sanctions imposed against the Company by a court relating to securities
legislation or by a securities regulatory authority; (b) other penalties or sanctions imposed by a court or regulatory
body against the Company that would likely be considered important to a reasonable investor in making an investment
decision in the Company; or (c) settlement agreements the Company entered into before a court relating to securities
legislation or with a securities regulatory authority during its most recently completed financial year.
INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
Except as described in this Information Circular, upon completion of the Transaction, the Company is not aware of
any material interest, direct or indirect, of (i) any Shareholder that is expected to be a direct or indirect beneficial
owner of, or who exercises control or direction over, more than 10% of the voting rights attached to the Ordinary
Shares following the Transaction, (ii) any of the Company or any of its subsidiaries’ directors or executive officers,
or (iii) any associate or affiliate of any of the foregoing, in any transaction within the three most recently completed
financial years or the current financial year that has materially affected or is reasonably expected to materially affect
the Company. See “Particulars of the Matters to be Acted Upon - The Transaction” and “Particulars of the Matters
to be Acted Upon - Approval of Creation of a New Control Person” in the Information Circular for more information.
AUDITORS
Ernst & Young LLP, Chartered Accountants, of One Raffles Quay, North Tower, Level 18, 048583, Singapore will
continue to be the auditor of the Company following the Transaction.

TRANSFER AGENT AND REGISTRAR
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TSX Trust Company at 301 – 100 Adelaide Street West Toronto ON M5H 4H1 will continue to be the transfer agent
and registrar for the Ordinary Shares following the Transaction.
MATERIAL CONTRACTS
Except for contracts entered into in the ordinary course of business, the only material contracts to which the Company,
or any of its subsidiaries will be a party to following the Transaction and will still be in effect are: (1) a contract for
services with a prominent global luxury carmaker to utilize the services for enhancement of its online ecosystem, (2)
a memorandum of understanding with another luxury carmaker, representing the parties’ intention to enter into a
binding agreement for the provision of services relating to the CEM Platform and (3) a partnership agreement with
Blackberry.
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