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RENEWAL OF CONTINUING CONNECTED TRANSACTIONS

2024 MASTER LEASING AGREEMENTS

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent

Board Committee and the Independent Shareholders in respect of the 2024 MLAs and the

transactions contemplated thereunder (including the Aggregate Tenancy Annual Caps), details of

which are set out in the "Letter from the Board" contained in the circular of the Company dated

25 April2023 (the "Circular"). Terms used in this letter shall have the same meanings as those

defined in the Circular unless the context requires otherwise.

As the Group intends to continue to lease properties (including but not limited to offices and

retail shops) from Emperor International Group (including Emperor E Hotel Group), and with the

upcoming expiration of the 2020 MLAs, the Company entered into the 2024 MLAs with Emperor

International and Emperor E Hotel respectively on 23 March 2023 to regulate arrangements for

the Tenancy Transactions between the respective parties for a successive term of three years from

I April 2024

25 April2023
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LISTING RULES INIPLICATIONS

As at the Latest Practicable Dale. the Coinpaiiy. Emperor 1111ernaiional and Emperoi' E Hotel

are all indii'ectly conii'oiled by the respective pi'Ivate discretionary irusis which ale all set Lip by

Dr. Yeunu. who is the deeined substantial shareholder of the Company. As such, 11ndeT Chapter

I4A of the Listing Rules. each of Emperor International and Eijiperor E Hotel is a connected

person of the Company and accoi'dingly. the transactions contemplated undei' the 2024 MLAs

constitute continuing connected trailsaciions of the Company

As the highest applicable percentage I'alios (as defined in the Listing Rules) calculated with

reference to the Aggregate Tenancy Annual Caps of the Company are more than 5% and exceed

HK$10,000,000, the 2024 MLAs and tile Aggregate Tenancy Annual Caps are subject to the

announcement. reporting and annual review requirements and Shareholders ' approval under

Chapter 14A of the Listing Rules

THE INDEPENDENT BOARD CONIMITTEE

The Independent Board Coinmitiee coinprisino all the independent lion-exectitive Directors,

namely Ms. Chan Silli Ling. ITene. Mr. Liti Hing Hung and Ms. Clian Will rig. Yvonne. 11as been

established to consider and advise the Independent Shareholders as to co whether the terms of the

2024 MLAs and the Aggregate Tenancy Annual Caps are fair and reasonable; (11) whether the

transactions colliemplated undei' the 2024 MLAs are on noimal commercial tel'ms and ill the

ordinary and usual course of business of the Group; (11i) \\, belhei' tile transactions contemplated

under the 2024 MLAs are ill the Intel'ests of the Company and the Shareholdei's as a whole; and

(Iv) now the Independent Shaleholders should vote in respect of the relevant resolution to be

proposed at the AGM. aftei' taking into account the recommendation of the independent Financial
Advisei'

THE INDEPENDENT FINANCIAL ADVISER

As the Independent Financial Adviser to the independent Board Committee and the

Independent Shaleholders. OUT role is to Dive all independent opinion 10 the independent Board

Coininiiiee and the Independent Shai'eholdei's as to (1) whethei' the tel'ms of the 2024 MLAs and

the Aggregate Tenancy Annual Caps are fair and reasonable; (11) \\, he ther the 11'an sactions

contemplated under the 2024 MLAs are o11 normal commercial terms and in the ordinary and

usual course of business of the Group; (ill) \\, he theI' the nansaciions contemplated 11nder the 2024

MLAs are in the interests of the Company and the Shareholders as a whole: and (Iv) now the

Independent Shareholders should vote ill respect of the relevant I'esolution 10 be proposed at the
AGM
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\\'e nave 1101 acted as all independent financial advisei' or finalICial adviser for other

transactions of the Coinpaiiy ill the last two years 11rioi' to the date of the Circular. Pui'suaiii to

Rule 13.84 of tile Listino Rules. and given that remuneration foi' oui' engagemeiii to opine on the

2024 MLAs and the Aggregate Tenancy Annual Caps is at nTarkei level and not conditional upon
successful passing of the relevant resolution to be proposed at the AGM. and that our engagement

is on noi'in al conimercial tel'ms. we are independent of and 1101 associated willI the Company

BASIS OF OUR ADVICE

111 foi'inulaiing our opinion, \\, e have reviewed, amongst others, (1) the 2024 MLAs: (Ii) the

2020 MLAs: (111) the annual results announcement of the Conipany for the year eiided 31
Deceniber 2022 (the "2022 Annual Results"); (Iv) tile annual I'eport of 111e Coinpany for the year

ended 31 December 2021 (the "2021 Annual Report"); (v) the interim report of Emperor
international foi' the six nionihs ended 30 September 2022 (the "Emperor International 2022

Interjin Report"); (vi) the interim repoi. I of Emperor E Hotel for the six months ended 30

September 2022 (the "Emperor E Hotel20221nterini Report"): and (vii) oilier infoi'Ination as
set out in the Circular

We have also leiied on the statements, information. opinions and represeiiiations contained

or lefti'red to ill the Circular and/or' provided to lis by the Company. the Directors and the

manageiiient of the Group (tile "Managenlent"). We have assumed Inat all the statements.

inforiiiation. opinions and representations for matters I'elating to the Group contained or referred
to in the Circular and/or provided 10 Lis by tile Coinpan},. the Directors and the Management were

reasonably Inade after due and careful enquiry and were true. accurate and coinplete at the time

tiley were made and continued to be so as at tile date of the AGM

We nave no I'eason to believe that any statements. Infoi'mallon. opinions o1^'epreseniations

I'elied on by us in forming our opinion Is untrue. Inaccuraie or misleading at the time they were

made or \\, 111 be untrue. Inaccuraie or nilsleadino at the dale of the AGM. 1101' are we aware of any
material facts the omission of whicli would render the statements. inforiiiaiion. Opinioiis 01

represeiilations provided 10 us 10 be lintrue. in accurate or 1111sleading. We nave assumed that all

the statements. infoi'mallon. opinions and I'epreseiiiations foi' matters relating 10 the Coinpany

contained o1' referred to in the Circular and/or PIOvided to us by the Company and the

Mallaoeiiieiii 11ave been reasonably ntade after due and careful enquii'y. We consider that we nave

been provided willI and have reviewed sufficient information to reach an illforiiied view and 10

provide a reasonable basis for OUT opinion. We have relied o11 sucli statements. information,

opiiiioiis and representations and have not collducted any Independent invest 10ation into the

business. financial conditions and affaii's or injure prospects of the Group
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PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background

1.1 information of tile Group

The Coinpaiiy is all investment holding company. The Gi'oup is a leading retailer of

European-made internationally renowned watches. together with line jewellery products

under' its owli brand. "Eniperor JeiveMery". The Group has established a letail network of

93 stores as at 31 Decembei' 2022 across Hong Kono. Macau. Mainland China. Sinnapore

and Malaysia. as \\, ell as several online shopping platforms

1.2 lnformation of Emperor lriternational

Emperor Intel'national is an Investment holding company and its subsidiaries are

principalIy engaged in PI'openy investment. property developiiient and nospitality in Greater

China and overseas. ACcoi'ding to Emperor International 2022 Interim Report. Emperor

International's property portfolio covers a total area of ovei' 5,400,000 square feet in Hong

Koiio. Mainland China and tile United Kinodoiii. The Emperol' International Gi'oup's

investment plopei'lies portfolio primal'11y focuses o11 commercial buildings and quality street-

level retail spaces in prominent locations. TITe issued shares of Eruperoi' Intel'national ale

listed on the Maili Boai'd of the Stock EXchange (Stock Code: 163)

1.3 l, ifo, 'n, ation of Emperor E Hotel

Emperor E Hotel is an investment holding company and its subsidiaries ale principalIy

engaged in the provision of hospitality ser\, ices. According 10 Emperor E Hotel20221nterim

Report. Eijiperor E Hotel's pollfolio covers six hotels and serviced apaiiinenis in Honu

Kong and Macau. namely (1) The Emperor Hotel. The Unit Mori'1501i Hill. Tile Unit Happy

Valley and The Uiiii Davis in Hong Kong; and (11) Grand Einperoi' Hotel and Tnn Hotel in

A1acau. The issued shares of Eijiperor E Hotel ale listed o11 the Main Board of the Stock

EXchange (Stock Code: 296)
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2. Rationale for entering into the 20241\ILAs

As disclosed 111 the "Letter froni the Board" of the Circulai'. the CIOuj, CUTreiiily leases

properties from Emperor Tillerlidiional Gi'oup (including Eruperoi' E Hotel Gi'oup) pursuant 10 Ihe

2020 MLAs for its business operations. As at the Latest Pittcticable Date. the Group had 19

existing tenancy/lease/license agreements entered into between members of the Group and the

respective 111embei's of Emperor Intel'national Group and Einperor E Hotel Group willI sizes

ranging Ironi a signboard space 10 a retail shop with a gross floor ai'ea of 5,762 sq. it. We

understand froni the Mariaoement that 111e Group Intends to continue to lease these properties in

the future. With the upcoming expiration of the 2020 MLAs. the enter inn 11/10 of the 2024 MLAs

will continue 10 govei'11 the Tenancy Transactions between the Group and Emperor Internaliona!

Gi'ouj) (including Eijipero^ E Hotel Group). and also serves 10 SII'earnline the relevant process of

reporting, announcement and Shareliolders' appi'oval. if necessary, whenever the I'e is new tenancy

or renewal of the Tenancy Transactions between the Group and Emperor International Group

(including Emperor E Hotel Group). Besides. tile obtaining of the Agoregaie Tenancy Annual

Caps will help reduce the relevant administrative burden and costs o11 the Company in coinplyino

with the requirements under the Listing Rules. ACcoi'ding to 111e 2024 MLAs as flirther elaborated

below. the Definitive Leasing Agreements will be agreed on an ami's length basis. on noriiial

commercial terms o1' on ternis no less favourable to the Group than those ternis offered by

independent 11/11'd parties as landlords

Having considered that co the Group 11as been leasing properties from Emperor International

Group (including Emperor E Hotel Group) for' over 30 years without encountering 11/10 an>,

material tenancy issues: (Ii) tile leasing of pronerties fi'onI Emperor 1111eriiaiional Group (including

Emperor E Hotel Group) are \, it al and integral for the business operations of the Group Diven

tileir good locations and adequate layout \\, hicli 111eet the Groups requii'elite111; and (iii) the 2024

MLAs alld 111e Aggi'egaie Tenancy Annual Caps allow the Group to sireainline the process and

reduce 111e leievani administrative burden and costs ill coniplying with the I'elevani requireiiieiits

under the Listing Rules. we concur with the Marianement that the entei'ing into the 2024 MLAs

and the adoption of the Aggregate Tenancy Annual Caps ai'e in the ordinary and Lisual course of

business of the Group and in the interests of the Company and the Shareholders as a whole
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3. Principal terms of the 20241v, ILAs

Set out below is a suminary of the principal Ierins of 111e 2024 MLAs. details of whiclT are
set out in the "Letter fi'o111 the Board" of the Circular

(1)

2024 NILAs

2024 EIHL A1LA

(2) 2024 EEH MLA

Parties Scope

the Company; and Emperor Governin, tile Tenancy Ti'allsaciions
Intel'national belweeii the CIOup and Eijipei'o1

1111eriiaiional Gioup

the Company; alld Eijiperor Governing the Tenancy Transactions
between tile Group and Emperor EE Hotel

Hotel CIOup

3.1 Terms

I April 2024 - 31 March 2027. Subject 10 compliance willI the the 11 I'elevaiit
requirements of the Listing Rules. or any waiver obtained fi'Qin strict compliance willt such
requireiiients, Lipon expiration of the initial terni or subsequent renewal term. the 2024
MLAs shall be automatically renewed for a successive period of three years thereafter (or
such other period permitted 11nder the Listiiig Rules). 11nless tellninated earliei' in accoi'dance
with the 2024 MLAs

3.2 Key terms and conditions

Relevant nieinbers of the Group and the relevant nieiiibers of Emperor Internal1011al
Group (including Einperor E Hotel Group) Inay fi'o111 time to time enter into Definitive
Leasing Agreement(s) in relation 10 any Tenancy Transactioiis Lipon. and subject 10. the
terms and conditions ill coinpliailce willI the 2024 MLAs. PIOvides that

(a) all the Tenancy Transactions have been and shall be conducted in the usual and

ordinary course of business of both the Group and Empei'or Inter11aiional Group
(including Empei'or E Hotel Group) and ale ill 111e Intel'est of 111eir respeciive
shareholdei's as a whole;

(b) the terms of each Definitive Leasing Agreement have been and shall be o11
noi'mai coinmercial terms or o11 Teijiis \vhjcjj are no less favourable to 111e GIDup
than tel'nis offered by independent Ihii'd pailies:

(c) the ternis of the Tenancy Ti'an sactions nave been alld shall be ari'IVCd at allei
arin's Iengili negotiation and tile amount of rental 111ereinunder the respective
Definitive Leasinu Agreements shall be deter111ined based o11 the condition of the

properties and with I'eference to Ihe then prevailing Inarket I'eiits on premises
coinparable in location. area and periliitted use:

(d) all the Tenancy Transactions 11a\e been and shall be concluded in compliance

willI all applicable I, TOYisions of the Listing Rules. the applicable laws. 2024
MLAs and relevant Definitive Leasing AnTeemenis: and
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(e) the Group has/shall nave the option to consider 111ii'<1 pariy lulldlords alld
premises other than the PI'opei'ties of Einperor International Group (including
Emperoi' E Hotel Group)

We noted that the Group 11as established jilternal collti'o1 me asui'es for govei'111ng the
terms and conditions of the Definitive Leasing ADreement(SI of the Tellancy Transactions to
ensure Inat the Definitive Leasing Agreeiiient(s) are o11 an aTiii's length basis. o11 nullnal
coinmercial terms or o11 terms no less Iavoui'able 10 the Group than those terms offei'ed by
independent Ihii'd paily landlords. We 11nderstand froin the Management that 111e Group will
foilo\\, a series of procedures in selecting tile premises and determining the rentals and ternis
of the tenancies. Wlien the A1aiiageiiient is about 10 Tene\\-' the exist inu tenancy or open a

new retail shop whicli requires new premises. the operation team of the Group will conduct
site \, ISIis and soul'ce available ploperties in the selected local1011. The Group will the11
collect lental quotations of 1101 less inari three shortlisied propel'lies fi'Din different Iaiidloi'ds
if there are such number of available properties in the selected location. Further1110re. the
Group will further assess the rental and obtain coinparable inforiiiaiioii for the determination
of ternis of tellancy

in the event of the nullTber of shortlisled properties in the selected location is less than
three, the Company will assess the failness and reasonableness of the rental rate and ternis
with reference to similar properties in the \, ICiniiy \vhicli do not fall strictly into the
selection criteria of the Group or ale not available to the Group but which remain 10 be
reasonable reference. Should there be 110 coinpai'able information obtained. the Company
will engage independent 1110periy appraiser 10 prepare \, aluaiion I'GPoris. The Group Inay
en gage independent property appraiser 10 prepare \-aluation I'epoi'is; conduct Intel'11al
research to assess the valuation: and/or assess the valuation with reference to previous
tenancy agi'eemeiiis foi' renewal cases. After the operation leani gathers and analyses the
aforesaid Infoi'mation of the ploposed tenancy. the Mariaoeinent will review and approve the
tenancy

We considei'ed that the above measures for determining the ternis alld conditions of the
tenancy agreements. w^ich has taken into account either (1) the ternis offered by
independent third party landlords: or (11) coinparable inforiiiaiion of similar plopeTiies in 111e
vicinit},; and/or (ill) information ironi \, aluaiioii report lirepared by independent propel'Iy
appi'aiser. are fair and reasonable and in the Intel'esis of the Coinpaiiy and 111e Shareholders
as a whole

in order 10 assess whether the above nieasui'es have been adjiered to for the Tenancy
Ti'an saciions. we nave obtained and revie\\, ed five samples of internal approval documents in
I'espect of 111e leasing of properties froiii Emperor International Group (including Empei'or E
Hotel CIOup) 11ndei' the 2020 MLAs (the "Leasing Samples"). TITe Leasin" Samples are

randomly selected and they cover the three geographical regions (Hoiig Kong, Macati and
Mainland China) whei'e the Group leases properties fi'o111 Emperor International Group
(including Eijipei'or E Hotel Group) dulliig the ternT of the 2020 MLAs. The Leasing
Samples also cover the diffei'Grit types of property leased (retail stores and/or office) at each
geographical region. Considering the above co\, erage. \\, e are of tile \, Ie\\, that the size of the
Leasing Samples is sufficient and adequate
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Based o11 0ui' I'eview. \\, e noted Inai the Group 11ad obtained coinpaiable inforiiiaiion of

SImilai' ploperties in tile \, ICinity. sucli as rental Tale and location for the pulpose of

deterniliiin0 111e terms of the Tenancy Trailsaciions. We noted that the relevant telliTs of the

Tenancy Transactions (ill particular the rental) were coinparable to the then niarkei. in light

of the above. we are of the \, ie\\, that the Groups internal control 111easures 11ad been

adhei'ed to and comply willI the afoi'eineiitioned riteasures toI' o0vernino the Tenancy

Transactions entered 11/10 belweeii niembers of the Grouj, and menibei's of Emperoi'

International Group alld Emperor E Hotel CIOup. We also believe that tilere exist adequate

procedures 10 ensui'e the Tenancy Transactions will coniinue 10 be cained out on normal

commercial terms alld willI reference 10 the aforementioned nieasuTes and accordingly, the

Tenancy Ti'an sactions will be fair and I'easonable

4. Proposed Aggregate Tenancy Annual Caps

4.1 Historical transactions amount and utilisation

Set out below is tile table summarising co the existing annual caps; and (11) the

historical transactions amounts of the (a) right-of-use assets recognised; and (b) Vai'jable

Lease Payments and other short tel'ni lease payments paid 11nder the Tenancy Transactions

between the Gi'oup and Emperor International Group/Empeior E Hotel Group foi the period
of 2020 MLAs

Right-of-use assets
Existing annual caps

Historical Iransacilon amounts

UiilisaiiolI I'ales

For the nine

months ended

31 December 2021

HK$ '000

IAPprox. )

Variable Lease Payments and

other short term lease payments
Exisiing nilnual caps

For the 12

months ended

31 December 2022

HKS '000

IAPp!0\-)

His 1011cal Iransaciioii ainounis

Utilisaiioii rates

Noi, : The uiili*;1110n I'ale for Ihe I\\o innnihs eiidcd 28 Febiu"Iy 2023 15 c"ICUl:lied based on Ii) historical

Unn\at11.11 '11/10unt 1.1' Ihe I\\'o months ended 28 Febru"r\. 2023. rind di\Id, d 11\. 1111 Ihe exisiing

"11nu"I cap tm'111e Iw, I In onjin ended 28 Febiii"ry 2023 o11 a PIO-I'a!;Ibii*15

100,000

For the two

months ended 28

February 2023
HKS '000

IAPpro\-)

31,037

31 0Cr

350,000

4000

35,000

1101 the \. ear ending
31 December 2023j

3,631

6.2% AN, ,
106,862

30.5%

1,705

42.64;

4500
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Rig!11-of-lise asseis

in accordance with HKFRS 16 "Leases". the Group (as the lessee) is required to

recognise right-of-use assets, \vhicli represent the present \. alue of estimated lental fees

and ale calculated based o11 the expected (1) rental fees: (11) dui'ajioii of 111e leases: alld

(111) discount rate. Correspondingly. the Group is required to set annual caps on the

total value of riglit-of-use assets I'elatiiig to leases expected to be entered into by the

Group as a lessee

During the period of 2020 MLAs. the 1111/1sation rates in relation 10 the annual

caps set toI' right-of-use assets \\, ere I'elativeIy low at approximately 31.0%. 30.5% and

6.2% for Ihe nine nionths ended 31 December 2021. the year ended 31 December 2022

and the two months ended 28 February 2023 raspeciively. in this regal'd. we nave

discussed with the Managelnent and understand that Ihe relatively low 111ilisaiioii rates

were primarily allributable 10 (i) the shorter than expected leasing tel'ms (i. e. one year)

that had been entei'ed into by the Group alld Emperor International Group (including

Emperoi' E Hotel Group) duTino the tel'in of the 2020 MLAs. as part of the prtident

appi'oach adopted in view of 111e 11ncertainty brought about by the CoVID-19

pandemic to the retail sector: (11) the delay of 111e CIOup's developnient and expansion

plan whei'eby the Gi'oup had postponed the opening of new retail stores as coinpai'ed to

its o11ginal plan in view of the weak letail consumption sentiment and the panden, IC-

related travel restrictions in Hong Kong and PRC; and (Iii) rental colicession offei'ed

by, the Emperor international Group and Einpero^ E Hotel CIOuj, following the

negotiations between the I'elevant parties amid the protracted CoVID-19 paildemic and
econoniic do\\!nturn

Vai'lable Lease Pullienis and Dinei' siloi'I lei7ii lease payiiieiiis

Accordin0 10 HKFRS 16 "Leases". the Variable Lease Payinents under Tenancy

Transactions will be recognised as expenses incurred by the CIOup. We understand

froiii the Mariaoement that the Variable Lease Payments 111'jinai'11y represent \, ajiable

lease payinents linked to turno\, er of the relevant letail shops
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During the pel'10d of 2020 MLAs. the 11/11isaiion lates ill I'elation 10 the annual

caps set for Variable Lease Payments and oilier SIToi'I tellii lease paynlents were

relatively 10\\, at approximately 42.6%. 30.0% and 49.3% for the nine 1110nths ended 31

December 2021. the year ended 31 Deceiiiber 2022 and the two moiltlis ended 28

Febi'uary 2023 respectively. in this regard. we nave discussed with the Manageiiient

and 11ndersiand that the I'elativeIy low utilisation rates were Inainly alli'Ibutable to (i)

the lower than expected turnover recognised by tile I'elevani retail shojis due 10 the

weak consumption sentiment and travel restriction 1,011cies inIPIemented in \, Iew of the

CoVID-19 paildemic; (11) the delay of the Gi'oup's development and expaiisioii I)Ian

whei'eby the Group has postponed the opening of ne\\, retail stores as compared to tile

original plan in view of the weak retail consumption sentiment and pandemic-I'elated

travel restrictions in Hong Kong and Mainland China; and (111) the Telltal concession

offei'ed by Emperor International Group and Einperor E Hotel Group followino the

negotiations between the I'elevant parties amid the protracted CoVID-19 nandemic and
economic downturn

4.2 Pi'oposed Aggregate Tenancy, Annual Caps

Set out below ai'e the pi'oposed Aggregate Tenancy Allnual Caps 11ndei' the 2024 A1LAs

for each of 111e respective periods

Aegrega!e Righi-nitse Annual Cap
Aggi'egaie Renial EApense Annual Cap

The Aggregate Tenancy Annual Caps represent the estimated respective Inaximuin

value of (1) the right-of-use assets relating to leases 10 be or expected 10 be entered into by

the Group in the respective period(s) of the tel'in undei' the 2024 MLAs: and (11) the

Variable Lease Payments and oilier shoji-terni lease payments payable by 111e Group in

respect of Tenancy Ti'an sactions in the I'espective period(s) of 111e terni 11nder the 2024
MLAs

For the

nine months

ending
31 December

2024

HKS'000

For Ihc

12 nionths ending
31 December

2025

HKS'000

100,000

2.500

280,000

3,500

For Ihe

three months

ending
31 \larch

2027

HKS'000

2026

HKS'000

180.0UO

4000

8,000

1000



In deternilning tile Aggi'egate Tenaiicy Annual Caps. \\e understand ironi the

Management 111ai the Group 11as taken into accouni the followino factors for considerallon

(i) The illsiorica1 11'an sactioii alliounis: (ii) the nulliber of existing Tellaiicy Transactions: (111)

assuming all the above tenancies will be renewed upon expiry for 1101 niore tliaii three years

dunno the terni of 2024 MLAs and Iakino into account the possible oncoming adjustment in

I'ental rates: (Iv) the business development and expansion of the Group: (v) the location and

usage of the properties of the existing portfolio of Emperor International Group (including

Emperor E Hotel Group) and notential acquisition of properties by Emperor International

Gi'oup \vhicli call be available for leasing to the menibers of the Group ill 111e future; alld

(vi) the pi'evailing market rents of the pi'openies as coinpai'ed with similar properties ill the

vicinity

in order 10 assess tile fairness and reasonableness of the Aggreoaie Tenancy Annual

Caps. we nave obtained and reviewed the relevant workings foi' the calculations of the

proposed Aggregate Tenancy Annual Caps and considered the following factoi's

(a) Tile I'eneITal of existing leiiancies alld possible fellial adjustinen!

According to the list of existIna tenancies obtained from the Management. we

noted that as at the Latest Practicable Dale. there were I9 existing tenancy/leasel

licence agreeiiients entered into belweeii 111eiiibers of the Gi'oup and niembers of

Emperor International Group and Emperoi' E Hotel Group, which mainly coinpi'ise

office and retail SIoi'es. The earliesi expiry dale of the leases is in December 2023 and

the latest one is in October 2025. Tlie nTonihly ^eiital jailoes froni a signboard space at

HK$1.700 to a I'etail shop with a gross Hooi' area of 5,762 sq. it. at HK$1.750.000

Tile duration of the leases are usually one to three years

in this I'egai'd. we have discussetl with the Management an <1 1111dei'stand that since

the existing leased properties are \, it al and integral 10 the Gi'oup's business operations

it is the Intention of the Gi'oup 10 renew all the existing leasing aoreeinents upon

expiry. Taking into account the recent lifting of travel restrictions and CoVID-19

pandemic-related 1.1'ecauiionary measures in Hong Kong. Macati and Mainland China.

the \jailageineni expects that the consultipiioii and letail mai'keis will regain

moment unT and the economy will I'ecover in the near rutui'e. which in lulli nifty

potentially lead 10 all incl'ease in flitui'e lental level. in this respect. we Linderstand

trolli the Management that the Group, subject 10 negotiations among parties, intend to

enter into longer terni of leases (i. e. three years) Lipoii the expiry of the existing

leasing agi'eemenis. In addition. \\, e also noted that the CTouj, 11as taken into account a

general increase in rental rates of 107, when calculating the proposed Aggregate

'Tenancy Annual Caps
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in oldei' to assess the fall"less and reasonableness of tile expected Teijial lates for

the lease of properties 11nder the Tenancy Transactions. we have lesearched on the

rental indices for private retail and office sectors of Hono Kong plopei'Iy mai'ket. Set

out below is the gTaplT illusii'allng the rental indices to I' jinvate retail and office sectors

of the Hong Kong pi'openy market in the past five yeai's fi'o111 February 2018 to

Febrtiary 2023 published by the Rating and Valuation Department of the Government

of the Hong Kong Special Adininistraiive Region
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As illustrated in tile o1'aph above, we noted that the lental indices foi' private

retail and office sectoi's were generally on an upward ITeiid and reached a high of

191.7 and 265.1 respectively before the outbreak of the CoVID-19 pandemic. Dui'inn

the period Ironi 2019 to 2022. the rental indices of the jinvaie retail and office sectors

recorded a substantial downIUTii and plummeted by over 10% 10 a low of 163.1 and

228.4 ill or arouiid the InIddle of 2022. Tilereafter. 111e private office lental indices

have I'elnained relatively stable while 111e private retail rental indices showed a slight

sign of recovery and recorded 168.2 in February 2023. WillI this trend obsei'ved. as

well as the recent lifting of travel I'estrictions and CoVID-19 pandemic-related

precaution 111easui'es as discussed above. it is reasonable to expect 111at. during the term

of the 2024 MLAs. the Inarket rental rates Inay rebound alonu the economic activities

gradually regaining 1110mentum
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in light of the above. we consider the assumption of general rental increment of

10% during tile tel'in of 2024 MLAs is fair and reasonable
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(b) file business del'elopineiii and poleiiii'al expansion of tile Gioup

According to tile 2022 Annual Results and our discussion willI the Management.

we 11nderstand that the Grouj, 1111ends 10 continue to expand its retail network, alld

expects to opeii jewellery stores in Tai \Vai and Kwuii Tong. Hong Kono. as \\, ell as in

Chengdu and He bel, Mainland China. h is expected that. willI the lifting of the ITavel

restrictions ill Hong Kono. Macau and Mainland China as well as 111e CoVID-19

paildeinic-related precautionary ITieasures woi'Idwide. the tourisni and the retail

Industries will regain lis momentum. We noted from the Mariauement that. in 2022.

the Gi'oup had opened three jewellery stores ill Hong Kong. as \\, ell as four jewellery

stoles and one Rolex stole in the Mainland China. in addition. the Group has

established a store rollout plan for 2023. focusing o11 I'esidential areas ill Hono Kong

and proinineiit cities in Mainland China. Analnsi this backdrop, we have discussed

willI the Management and noted that the Group Inay entei' into certain new tenancy

agreements willI the EITTperor International Group during the terni of the 2024 MLAs

foi' opening of new stores in Hong Kong and/or the Mainland China

in light of the above. we consider the assumption of enterinn into new tenancy

agreements willI Emperor International CTouji during the tel'in of 2024 MLAs is fair
and reasonable

(c) TITe propel'Iy pollfofio of 111e Enipei'o1' In!eivia!1011al Gi'oup (incluchiig Einpeioi' E

Hole101'011p)

According 10 the Emperor International 2022 Inletiiii Report and based o11 OUT

discussion wiih the Manageineni. we noted that the Emperor Intel'national Group's

investment properties portfolio primarily consisted of commercial buildings and quality

street-level I'etail spaces in pi'Qininent locations. with all aggregate gross floor area of

over 2,700,000 squai'e feel. includino but not limited 10 a number of premiuiii office.

commercial and Industiial complexes across differeiii locations. in addition. EITiperor

International CIOup stated tliat it will continue 10 look out fol' commercial buildings

with redevelopment value and undertake LITban renewal PIOjects in suitable districts

We noted that the Emperor International Group has been inIPIementing the above by

undei'taking I'edevelopment and revitalis alloii programmes of commercial and

residential properties in \, arious locations across different regions in Hong Kong

which offers retails liremises for leasing out



Having considered tile current property portfolio and the potential developiiient

of ploperiy-related projects of the Eijiperoi' international Group \\, hicli can be available

for leasing to the niembers of the Group in the future. we believe it is reasonable to

assuine that the GIDup will enter into certain new Tenancy Transactions with Emperor

International GIDup (including Empei'or E Hotel Group) 11ndei' the 2024 MLAs ill the

coining years

Ovei'all. we understand Inai tile significant increase in 111e pi'oposed Aggregate

Tenancy Annual Caps as coinpared to the historical transaction allTounts is Inainly due to tile

combined effects of (i) a lower than expected 11/11isation of existing annual caps as shorter

than expected Ieasinu telliis 11ad been entered into by the Gi'oup with Eruperoi' Intel'national

Group (including Emperor E Hotel Group) as the Group adopted a prudent appi'oach on

tenure of leases given the uricei'tainties during the CoVID-19 pandemic. as further discussed

in the section headed "4.1 Histoi'ical transactions amount and utilisation" above: (11) the

Group's expectation o11 entering Into 1011ger leasing tenures following recent signs of

economic recovery as the CoVID-19 pandemic subsides and tile related precautionary

measures and travel restrictions ale lifted; (Iii) the Group's upcoming expansion plan for its

retail lielwoTk where 11 \\, 111 potentially enter into new tenancy agreements with tile Emperor

1111ernaiional Group (including Einpei'or' E Hotel CIOup); and (Iv) possible upward rental

adjustments. as further discussed above

In 11glit of the above. we are of the view Inat the proposed Agaregaie Tenancy Annual

Caps are fair and reasonable

^

a. Internal control measures

We 11a\'e obtained and reviewed the Group's internal control PIOcedures ill relatioii 10 the

Tenancy Transactions 11nder the 2024 MLAs. For details of the Group's Intel'11al control

procedures. please refer to the section headed "3.2 Key ternis and conditions" above

in addition. 10 ensure Inai the Definitive Leasino Agreenieni(s) will be eliteled into ill

accordance with the tieneral ternis of the 2024 MLAs and the requireiiients of Chapter 14A of tile

Listing Rules. co the Management \\, ill assess each of the Definitive Leasino Agl'eements with the

ato1'ementioned PIOcedui'es: (Ii) the relevant departments of the Gioup will record the transaction

amount(s) 10 ensure that the Aggi'egaie Tenancy Annual Caps will 1101 be exceeded: (111) the

Group will engage external auditoi' 10 conduct all annual I'eview of the Tenancy Ti'an sactions 10

opine o11 whether the Aggregate Tenaiicy Annual Caps have been exceeded: and (Iv) the

111dej, endeni lion-executive Directors will I'evie\\, the Tenancy Ti'allsaciion s contemplated 11nder

the 2024 MLAs annually



As discussed in the section lieaded "3.2 KG^ ternis and conditions" above. \\e have

obtained the Leasing Samples and noted Inat sucli sailiples adhered to alld comply with 111e

Internal control 111easures in safeguardino tile Tenancy Transactions. We also noted that in the

2021 Annual Report that the independent lion-executive Directors and anditors 11ad conducted

annual revie\\, of the continuing connected transactions of tile Company (including the Tenancy

Transactions under 111e 2020 MLAs) and there were no adverse findinos dui'ing sucli annual
review

in view of 111e above. we concur willI Ihe Management that the Gi'oup's internal control

me asui'es in relation 10 the Tenancy Transactions 11ndei' the 2024 MLAs is effective and adequate

RECOlv. INIENDATION

Having considered the above principal I'actors, we are of the vie\\, that (1) 111e tel'Iris of the

2024 MLAs and the Aggregate Tenancy Annual Caps are fair alld reasonable; (Ii) the transactions

conteinplaied under the 2024 MLAs ale on normal commercial terms and in tile ordinary and

usual course of business of the Group: alld (iii) the transactions contemplated 11nder 111e 2024

MLAs are in the interests of the Company and the Shareholders as a whole

Accordingly, we recommend the Independent Shai'eholders. as well as the Independent

Board Committee to advise tile Independent Shareholdeis. 10 vote in favour of the I'elevani

I'esoluiion 10 be proposed at the AGM 10 approve the 2024 MLAs and the Agoreuate Tenancy

Annual Caps
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