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INTRODUCTION

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

Unitholders and the Trustee in relation to the Disposal, details of which are set out in the "Letter from

the Board" contained in the circular of Spring REIT dated I9 February 2025 (the "Circular"). Terms

used in this letter shall have the same meanings as those defined in the Circular unless the context

requires otherwise

19 February 2025

On 18 February 2025, the Seller (being a wholly-owned subsidiary of Spring REIT), the Buyer

(being a third party independent of Spring REIT and its connected persons), the Buyer Guarantor

(being a third party independent of Spring RBIT and its connected persons) and the Trustee (as

Seller's guarantor) entered into the Sale and Purchase Agreement for: (a) the sale of the Target

Company Shares, which represent the entire issued share capital of the Target Company; and (b) the

assignment of the Target Shareholder Loan, by the Seller to the Buyer. The Target Company is the full

legal and beneficial owner and registered owner of 83 commercial properties located in the United

Kingdom (being the Target Properties).

Following Completion, Spring REIT will cease to hold any interest in the Target Company and

the Target Properties

^';^;'^^^:^<^U^1218^



REGULATORY IMPLICATIONS

REIT Code und Lisii'Jig RMIes

As one o1' 1110re of the applicable pel'centage ratios in respect of the Disposal exceeds 5% but all

the applicable percentage ratios ai'e less illan 25%. the Disposal PUTSuani to the Sale and Purchase

Agreement constitutes a discloseable 11'an saction of Spring REIT and is. PUTSuani to 10. I 0B of the

RBIT Code and Chapter 14 of the Listing Rules (modified as appropriate PUTSuani to 2.26 of the REIT

Code), subject to reporting and announcement requirements. but is exempt froin circular and
Unitholders ' approval requirements

Tukeove, '., Code

For the reasons disclosed in the Whitewash Circular. the Manager (in its personal capacity) had

applied for. and subsequently obtained front the Executive. the Whitewash Waiver pursuant to Note

I o11 dispensations from Rule 26 of the Takeovers Code. The Whitewash Transaction, as approved by
Independent Unitholders at the extraordinary genei'al meeting of Sprin, ' REIT held on 9 August 2024,

was completed by the issuance of the Subject 2024 Manager Fee Units on 16 Auousi 2024

Notwithstanding the completion of the Whitewash Transaction, under Rule 25 of the Takeovers

Code, any arrangement made with a Unitholder within six 1110nths after the close of the Whitewash

Ti'an saction that has favourable conditions not capable to be extended to all Unitholders is considered

a "special deal". Given the Buyer and 110chu Hong Kong Limited (the latter being a Unitholder) ai'e

botli subsidiaries of Itochu Corporation and the Sale and Purchase Agreement is entered into within

six 1110nths from 16 August 2024, the Disposal is considered a "special deal" 11nder Rule 25 of the

Takeovers Code and requires the consent of the Executive

The Executive's consent. if granted. would be conditional Lipon: (a) the independent Financial

Adviser giving a public opinion that the terms of the Disposal are fair and I'easonable; and (b) the

approval of the Disposal by more than 50% of the votes cast by the independent Unitholders present

and voting (either in pel'son or by proxy) by way of a poll at the EGM

If the Disposal is 1101 approved by Independent Unitholders at the ECM or the Executive's

consent is not obtained, the condition precedent under the Sale and Purchase Aoreement will not be

satisfied and the completion of the Disposal will 1101 take place

INDEPENDENT FINANCIAL ADVISER

According to the "Lettei' from the Board" of the Circular. aiven the Disposal is considered a

"special deal" in the context of the Whitewash Transaction and the White wasli Waiver. pursuant to

Rule 2.8 of the Takeovers Code. it is not possible to for111 an independent committee of the Board. and

the Independent Financial Adviser has been appointed to represent the Intel'ests of and to advise the

independent Unitholders ill connection with the Disposal
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As the Independent Financial Adviser to 111e Independent Unitholders and the Trustee. our 1'01e

is 10 give an independent opinioii to the Independent Unitholders and the Trustee as 10. among o1hei

things. whether the Disposal (including the entering into of the Sale and Purchase Agreement and the

transactions contemplated thereunder) is, or is 1101. o11 ternTs whicli are fail' and reasonable. in the

interests of the independent Unitholders and as to voting on the Disposal

We (i) are not associated or connected. financially or otherwise. with Spring REIT or the

Manager. their respective controlling Unitholdei'SIShareholders or any parties acting, or presumed to

be acting. in concert with any of them; and (Ii) save that we were previously engaged as the

independent financial adviser in relation to (a) the White wasli Transaction; and (b) Spring REIT's

connected transaction involving certain off-market unit buy-back. details of which are set out in

Spring REIT's circulars dated 23 July 2024 and 27 May 2023 respectively. we have not acted as the

financial adviser or independent financial adviser in relation to any transaction of Spring REIT or the

Manager. their respective controllin o Unitholders/shareholders or any parties actiiio in concert with

any of them in the two years immediately preceding the date of the Circular. Given that (1)

remuneration for our engagement to opine on the Disposal is at nTarket level and not conditional lipon
the outcome of the ECM Resolution; (11) no ai'rangemeni exists whereby we shall receive any fees o1'

benefits trolli Spring REIT (other than our said remuneration) or the Manager. their respective

controlling Unitholders/shareholders or any parties acting in concert with any of them; and (11i) our

engagement is on normal commercial terms, we are independent of Spring REIT or the Manager. their

respective controlling Unitholders/shareholders or any parties acting in concert with any of thenI and

we can act as the Independent Financial Adviser to the independent Unitholders and the Trustee in

respect of the Disposal

BASIS OF OUR ADVICE

In formulating our opinion, we have reviewed. among others, (1) the Sale and Purchase

Agreement: (11) the Valuation Report set out in Appendix 210 the Circular; (111) financial information

of the Target Company for the years ended 31 December 2022 and 2023 respectively: (Iv) the annual

report of Spring REIT for the year ended 31 December 2023 (the "2023 Annual Report"); (v) the

interim report of Spring REIT for the six months ended 30 June 2024 (the "20241nterim Report");

and (vi) any other information set out in the Circular

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

referred to in the Circular and/or provided to us by the Directoi's and management of the Manager. We

have assumed that all the statements, information. opinions and repiesentations contained or referred

10 in the Circular and/or provided 10 us were true. accurate and complete ill all niaterial aspects at the

lime they were made and continued to be so lip to the Latest Practicable Date. The Manager and the

Directorsjointly and severally accept full responsibility for the accuracy of the information contained

in the Circular and confiriiT. having made all reasonable enquiries, that to the best of Their knowledge.

opinions expressed in the Circular naving been arrived at after due and careful consideration and there

are no other facts not contained ill the Circular. the omission of which would niake any statement In

the Circular misleading

We have no reason to believe that any such statements. information. opinions or representations

relied on by us in forming OUT opinion are Lintrue, in accui'ate or Inisleading. nor are we awai'e of any
Inaterial facts the omission of which would Tender them untrue. Inaccurate or niisleadinu. We consider
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that we have been provided with and have reviewed sufficient information to I'each all informed view

and 10 provide a reasonable basis for our opinion. Spiing REIT will notify the Unitholders of any
Inaierial change after the Latest Practicable Date and after the despatch of the Ciicular. Independent
Unitholders will also be informed as soon as practicable when there ale any niaierial changes to the
infoi'mation contained or referled to hereiii as well as changes 10 0ui' opinion after the Latest
Practicable Date and up 10 and includinu the date of the ECM. We nave not. however. conducted any
Independent investigation into the business. fillancial conditions alld affairs or the future prospects of
Spring REIT

PRINCIPAL FACTORS AND REASONS CONSIDERED

in formulating OUT recommendation. we have taken into consideration the principal factors and
reasons set out below

I. Background information of Spring REIT

I. I PI. incipnl biisii!ess of SI)ling RE/T

Spring REIT was listed on the Hong Kong Stock Exchanoe in 2013 and is a Teal estate

investment trust which owns and invests in income-producinu Teal estate primarily in Mainland
China, while seeking yield-accretive investment opportunities global Iy. The key objectives of
the Manager for Spi'ing REIT are to provide Unitholders with stable distributions and the

potential for sustainable long-term gi'owlh in distributions and to enhance the value of its real
estate assets

Spring REIT's current portfolio comprises (1) all office floors of Office Tower I and Office

Tower 2 of China Central Place (which are located in Benino. the PRC); (ii) a 68% interest ill
Huamao Place, being a seven-storey shopping niall located in Huizhou. Greater Bay Area: and
(ill) the Target Properties

Set out below' is a summary of the portfolio of Spi'ing REIT

^11

Two premiuni grade office buildinos located in the central

business district of Benino. namely Office Tower I and

Office Tower 2 of China Central Place and appi'oximaiely 600

car parking lots located in the underground of the two office

buildings

Office space: 120,245 sqm

Car park space: 25,127 sqm

89%

Premises

Gross floor area

Occupancy rate as at
31 December 2024
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Revenue for the year
ended 31 December

2023

Preniises

Gross floor area

Approximately RMB470.2 million

Occupancy rate as at
31 December 2024

Revenue for the year
ended 31 December

2023

Huamao Place

Seven-SIoi'ey shopping ntall (including two basement floors)

and 700 undergi'ound and 50 above-ground carpark spaces

144,925 sq. in

90%

Premises

Gross floor area

Approximately RMB219.8 million

Occupancy rate as at
31 December 2024

Tar at Pro erties

Revenue for the year
ended 31 December

2023

83 separate commercial properties located across the United

Kingdom

of approximately 499,886 sq. ftGross internal

(approximately 46,441 sqm. ) ill total

100.0% (leased to a single tenant)

For further details of the portfolio of Spring REIT, please refer 10 the 2023 Annual Report

We note that the Target Properties are under a long-term Leases eacli with a remaining term

of approximately 7 years, expiring in March 2032 with the Lessee's option 10 renew for a further

terni of 15 years on substantially the sailie key ternis (apart froin Teiji which is 10 be at a nTarket

level agreed between the parties). As at the date hereof. the Target Properties had an occupancy

rate of 100%, with an annual contract rental income of approximately GBP4.76 111illion after the

five~yearly Tent review was completed during FY2023. Sprino REIT enjoys substantial pass

through of rental income as the leases are "full repairing and insuring" in nature. under which

the tenant pays all real estate taxes, building insurance. and maintenance (the triple "nets") on

the properties in addition 10 any normal fees that are specified under the agi'eement (e. g. rent.

utilities, etc. )

Annual contract rental income of approximately GBP4.76
million

area
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1.2 Fillniici'n1 1/1/0111iniioii of SIJi'illg REIT

Set out below is a table summarising certain financial information of Spring REIT for the

two years ended 31 December 2023 as extracted from the 2023 Annual Report and during the six

months ended 30 June 2023 and 30 June 2024 as extracted from the 20241nteriiti Report

Revenue

- CCP Plope!'Iy
- H!!o111uo Pince

- Tn, 'gei PI'onei'lies~

Net property income

Fair value (loss)/gain of investment

properties

Finance income/(costs) on

interest-bearing borrowings

CdS/I 1111eresl expelises

(Loss)/profit for the yeai
Total distributable Income

No. of Units outstanding ('000)

DPU (HK cents)

For tlie six monthsFor the year ended
31 December ("FY") ended 30 June ("IH")

2024202320232022

RMB '000 RMB '000 RMB '000 RMB '000

iru^diled) tolldiied) illntiwdiied) fillmiidiied)

577.85I

490,896

49,917

36,990

440,428

,

111 ibis coniexi, T;ITgei Propel'lies included " previous leasehold est"Ie of it ploperty 11nder a hend-lease

which had expired o11 28 September 2024 und wits 1101 renewed. jind which docs not fomi part of Ihc
Disposal

732,448

470,186

219,837

42,425

543,262

FY20231.3 Fy2022

268,730

(397,726)

ill0,181)

I I 8,432

292,606

1,484.931

revenue increased by approximately 26.8% to approximatelySpring REIT's

RMB732.4 niillion in FY2023 as compared 10 FY2022 due niainly to full-year revenue

contribution of Huamao Place which Spring REIT acquired a 68% shareholding interests on

28 September 2022. Revenue front CCP Property declined by approximately 4.2% in

FY2023 as the local office market was subdued. Meanwhile the revenue froin Target

Properties had increased by 14.7% in FY2023 compared with FY2022. Tenancy of the

Target Properties was based on a fixed annual conti'act rental income ill GBP 10 be reviewed

every five yeai's. In RMB terms. revenue from the Tai'aet Properties 11ad increased by close

to 15% due Inainly to the upward adjustiiient of Tent after the five-yearly rent review and

a SII'origer GBP/RMB eXchange rate in FY2023 (average rate of GBP/RMB of 8.8092)

compared with FY2022 (average rate of GBP/RMB of 8,3281). In FY2023, CCP Propel'Iy

and Huamao Place contributed 64.2% and 30.0% of Spriiig REIT's revenue, while the

Target Properties contributed coinparatively lowei' 5.8% to the total revenue

363.41 5

234,438

110,147

18,830

273,894

(131,833)

(236,994)

(/81,190)

(53,559)

252,139

1,440,497

19.0

361,474

225,162

115,135

21, I 77

274,739

(98,412)

(219,610)

(92,380)

(82,093)

131,660

1,493,567

10.0

(76,677)

(120,966)

(I 00,660)

59,274

119.330

1,450.2I7

90
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in line with the higher revenue despite a slightly lower property incoiiie Inargin of

approximately 74.2% ill FY2023 compared to appi'oximately 76.2% in FY2022. net

propel'Iy Income increased by approximately 23.3 % 10 approximately RMB 543.3 million

Finance costs on interest-bearing borrowings decreased from approximately RMB3977

Inillion in FY2022 to approximately RMB237.0 million in FY2023 due to lowei' lion-cash

foreign eXchange loss which reduced froni appi'oximately RMB252.9 million in FY2022 to

approximately RMB50.6 nilllion in FY2023. Cash interest expenses were hiohei' due to

additional fundino drawn down for the acquisition of Huainao Place

As Spring REIT incurred fair value loss of investment properties of approximately

RMB131.8 millionin FY2023 in contrast wiih fair value Dain of appi'oximately RMB268.7

million in FY2022. it recorded loss after tax allributable to Unitho!ders of approximately

RMB77.5 million ill FY2023. Total disti'ibuiable income for FY2023 decreased by

approximately 13.8% yeai'-on-year after adjusting for exclusion of foreign eXchange loss

and decrease ill fair value of investment properties which are non-cash in nature

Consequently, DPU had reduced from 21.2 HK cents ill FY2022 to 190 HK cents in
FY2023

IH2024I, ., IH2023

Spring REIT's revenue slightly decreased by approximately 0.5% in IH2024 due to

lower revenue from CCP Ploperty as tile Beijing Grade A office market continued to face

strong headwinds and landlords suc!I as Sprino REIT 11ad to focus on tenant retention by

adopting flexible leasing strategies. Such a decline was cushioned by the increase in

revenue of Huamao Place as both its average nionthly Tent and average occupancy Tale

improved following the continuous efforts to strengthen Huamao Place's reputation as

Huizhou ' s premier shopping destination. Revenue froiii Target Properties increased by

12.5% in IH2024 due Inaiiily to sironoer GBP/RMB exchanoe rate in IH2024 (average rate

of GBP/RMB of 91298) compared with IH2023 (average rate of GBP/RMB of 85492)

Net property income margin impi'oved from approximately 75.4% in IH2023 to

appi'oximately 76.0% in IH2024. Consequently. despite the lower revenue. net property

income increased marginalIy froni appi'oximately RMB273.9 million in IH2023 to

approximately RMB274.71111/1ioii in IH2024

Total finance costs on interest-bearing borrowings were approximately 44.9 % lower

as lion-cash foreign eXchange loss reduced substantially despite an approximate 9.0%

increase in cash Interest expenses to approximately RMB100.7 nilllion in I H2O24 from

approximately RMB92.4 million in IH2023. As Spring REIT also recorded a lower fair

value loss on investment I, roperties. it I'ecoTded a profit after tax allribuiable to Unitholders

of approximately RMB59.3 million in IH2024 compared with a loss in IH2023
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As Spi'ing REIT recorded higher general and administrative expenses and cash

interest expenses in IH2024 compared with IH2023, after adjustinu for exclusion of

foieigii eXchange loss and decrease in fair value of investment properties whicli are

non-cash in natui'e, total disiribuiable income for' IH2024 decreased by approximately

9.4% compared with IH2023. DPU similarly decreased from 100 HK cents to 9.0 HK cents

over the same period

Total assets

- 1111, esiiiiei!I plop elfie. ,
Total liabilities

- 1111eI'esi-b eoi'ing boi'!'o11, ings
NAV attributable to the

Unitholders

Gearing ratio

31 December

2022

RMB '000

joudried)

70/01 tisseis

Spring REIT's total assets deci'eased by approximately 1.1% froni approximately

RMB12,931.0 niillion as at 31 December 2022 to appi'oximately RMB12,785.5 niillion as

at 31 December 2023 in line willI the siloht decrease in fair value of investment properties

Total assets increased niarginally to appi'oximaiely RMBI2.804.8 million as at 30 June

2024 despite flirther decrease in fair value of investment ploperties as Spring RBIT had

maintained higher aggregate amount of restricted bank balances. time deposits and cash

and casli equivalents

As at

31 December

2023

RMB '000

iru^dried)

12,930,993

12,082,952

(5,424,985)

14,857,346)

701n/ libbiliiie. ,

6,558,843

37.6%

I2,785,525

12,039,343

(5,683,711)

(5,054,490)

30 June

2024

RMB '000

illno!!dried)

Spring REIT's liabilities. which primarily consisted of debt facilities. had increased

front approximately RMB5.425.0 1/1/1110n as at 31 December 2022 to approximately

RMB5.683.7 11,111ion as at 31 December 2023 and funhei' to approximately RMB5.741.8

million as at 30 June 2024 due primarily to increase in interest-bearing borrowinos from

appi'oximately RMB4,857.3 niillion to RMB 5,054.5 millioii to RMB5,194.6 1111/1ioii as at

those dates. The gearing ratios (being total borrowings to gross asset value)

correspondingly increased froni approximately 37.6% to 39.5% and 10 40.6% as at those
dates

6.130.664

39.5 %

12,804,75 I

11,981,863

(5,741,768)

(5,194,625)

Accordino to the 20241nteTim Report. as at 30 June 2024, the debt facilities of Spring

REIT of approximately RMB5,194.6 nilllion comprised (1) a combined facility of

HK$4,875 In11/10n relating to CCP Ploperty whiclibears an interest rate of I-month HIBOR
plus 1.65% per annum and will mature in September 2025 with outstandinu balance of

6,078,034

40.6%
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HK$4,495 nTillion; (Ii) a facility of GBP51 111illion relating to the Target Properties which

heals all interest rate of 2.20% nTargiii per annum plus Sterling Overnight Index Averane

and will expire ill January 2025 willI outstanding balance of GBP47.8 niillion; and (iii) a

facility of RMB90011Tillion relating to Huamao Place which bears an interest rate of 60

basis points above the PRC 10aii prime Tale (for five years or more) and will mature in

March 2032 with outstanding balance of RMB700.92 million

NA V o111'ibiiitible 10 1/1e Uni'rho/dels

With the combined effects of the above. the NAV allributable to the Unitholders of

Spring REITliad declined Ironi approximately RMB6.558.8 111illioiiio RMB6,130.7 111illion

and to RMB6,078.0 nilllion as at 31 December 2022,2023 and 30 June 2024 respectively

Uiioiidried o elmiii. SIoiis!ICs for Ihe Ihiee 1110/11hs eiided 30 Se leiiibei' 2024 ( "2024 3 " )

und Ihe Ihiee 1110/11hs eiided 31 Deceiiibei. 2024 I"20244")

We noted that Spi'ing REIT had announced certain operating statistics on 30 October

2024 and 24 January 2025 where coinpai'ing (a) 2024Q3 with the three months ended 30

June 2024 ("2024Q2"). and (b) 2024Q4 with 2024Q3. respectively

(1) the CCP Property had experienced an approximate 2.0% decrease (2024Q3 vs

2024Q2) and 0.8% decrease (2024Q4 vs 2024Q3) in average monthly passing

rent. and its occupancy rate had declined from approximately 87% in 2024Q2 to

83% in 2024Q3, and increased to approximately 86% in 2024Q4:

(ii) the occupancy of the Target Properties was the same under the long terni lease
with the Lessee; and

(ill) Huamao Place recorded all approximate 0.5% increase (2024Q3 vs 2024Q2) and

11.4% increase (2024Q4 vs 2024Q3) in average monthly rent, and avei'age

occupancy rate had increased from approximately 96% in 2024Q2 to 99% in

2024Q3. and decreased 10 approximately 90% in 2024Q4

Ovei'all, we observed that the financial performance of Spring REIT had delei'ioi'ated

since FY2022 due niainly 10 slowdown in the Benino office niarket which advei'sely

affected performance of the CCP Property. The improved operating results of Huaniao

Place had partially cushioned the 11ndei'performance of CCP Property while the Target

Propel'lies provided stable (in GBP terms). albeii small, financial coniribution. Revenue of

Target Ploperties in RMB terms had been subject to fluctuations in GBP/RMB foieign

eXchange Tales over the period

Spring REIT's financial position had mai'ginally shrunk as its asset base declined

following fair \, alue losses of its investment properties while Spring REIT had also

continuously made distributions to Unitholders and conducted buyback of Units which

depleted its casli resources. its total liabilities had increased since FY2022 in line with

borrowings obtained following the acquisition of Huamao Place
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1.3

The Manager has stated in the 20241ntei'1111 Report that it expects the economic landscape

in China to remain complex as it uiidergoes deleveraging. While outlook of China's property
sector remains challenging. there has been encouraging signs on consumer spending and
industrial output

PIOspecis of SI)1111g REIT

For the CCP Property. we concur willI the Maltauer's view that the short-tellii outlook of

CCP Property is precarious as the Beijino Grade A office market under Does a rebalancing process
where, as rental levels continue to fall. certain companies will look for opportunities 10 upgrade

thus providing market demand. Based o11 our independent research having reviewed reports from

Knioht Frank Research. Savills Research and lones Lang Lasalle. all of which are well known

global commercial real estate advisers and service firms, there had been strono leasing demand
foi' Grade A offices in Beijing in the third quarter of 2024 but lental rate had continued to

decrease. New office supply is also expected to suppress rental rates and put piessui'e on
occupancy rates

For Huamao Place, Spring REIT intends to allocate additional resources with the goal of

further enhancino the mall's social media presence and promotino Huamao Place as a premier
venue for festive events and celebrations. Having raised the occupancy rate and built up a lobusi

tenant profile for Huamao Place. Spring REIT believes it is well-positioned to continue

benefiting fronT the mall's status as Huizhou's leadinu hiuh-end shopping destination

For the Target Properties. we noted that they are all undei' a long-terni Leases with the

Lessee. with all Leases expirino ill March 2032. Spring REIT will continue to receive the annual

contract rental income of approximately GBP4.76 1/1/1110n until the next five-yearly rent review

in 2027. Future financial contributions of the Target Ploperties to Sprino REIT in RMB Ierins

will depend on the foreion eXchange rate of GBP versus RMB while its investment returns will

also depend on GBP interest rates payable on the corresponding bank facility I'elating to the
Target Properties

2. Background information of the Buyer, the Seller, the Target Company and the Target
Properties

21

Tile Buyer is a PI'Ivate limited company incorporated under the laws of England and Wales

and an indirectly wholly-owned subsidiary of 110chti Corporation. The Buyer is currently

engaged in business of 1101ding and managing investment properties, which will include holding

the Target Company following Completion. 110chu Corporation is a global trading company

whicli is currently listed on the Tokyo Stock Exchanoe. it is ranked n0.108 in Fortune Global

500 in 2024/1s tradino business and investments spans across 65 countries and regions around
the w orld and covers sectors Including textile, 11Tachinery. ritetals. nilnerals. energy, chemicals.

food. in foi'mallon and communications techn o10gy, genei'al products. insurance, logistics
services. construction, really an d finance

1/1/0111miioii of Ihe B!!yei'

2.2

The Seller is a pi'Ivaie limited company incorpoi'ated under the laws of Jersey and is a

wholly-owned subsidiary of Spring REIT. The Seller is not currently engaoed in any business
other than the holdino of the Target Company whicli in turn holds the Taroet Properties

1/1/0111iuii'o11 of Ihe Sellei'
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2.3 1/1/0111i(1110/1 of 1/1e Tm'gel Collipciiiv

The Target Company is a private 111niied company incorporated uiider the laws of Jersey

and is a wholly-owned subsidial'y of Spring REIT. The Target Company is not currently engaoed

in any business other than the holding of the Target Properties

2.4 Filluiici'u1 11/10 '11/01/01i of file Tni'gel Coliipniiy

Set out below is a table summarising certain finalTclal information of the Target Company

for the financial years ended 31 December 2022 and 2023

ExiJ'uci o sidlei!leiii o colii I'ehensive illcoiiie

Revenue

Fair value loss of investment properties
Finance costs

Net loss before tax

Net loss after tax

ETiinci o sidleiiie, 110 1110nci'o1 Jusiii'o11

Total assets

- lilyesliiie!11 plope111es

For the year ended
31 December

2022

jaildried)

if)

Total liabilities

- 1111ei'esi- heni'ing b o1'1'o1,111gs

- Anioniiis diie 10 gJ'o11p coinpmiies

4,441,612

(3,544,000)

(3,047,864)

(2,621,255)

(2,465,944)

Net asset \, alue

The Target Company's revenue is solely derived froiii rental income generated by the Target

Properties. Durino the years ended 31 December 2022 and 2023, the Taroet Company recorded

net loss after tax of approximately f2.5 niillion and f5. I nilllion respectively. primarily due to

fair value losses of the Target Ploperties and finance costs incurred durino the respective years

2023

joudr!ed)

if)

4,816,044

(3,882,000)

(4,486,100)

(4,585,218)

(5091.535)

As at 31 December

2022 2023

fulldiled) tolldiled)

if) if)

80,348,948

74,281,000

68,547,589

49,678,347

I6,509,024

75,231,772

70,399,000

11,801,359
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69,121,948

47,375,570

18,826,659

6,109,824



F1'o1n the perspective of financial position, the Target Properties are the principal assets of

the Target Company. which cari'led at fair values of approximately f74.3 million and f70.4

million as at 31 December 2022 and 2023 respectively alld constituted over 90% of the Taroei

Company's total assets as at the respective dates. in ternis of liabilities. interest-bearing

boi'rowings and alnounts due to group companies ai'e the niajor items which together. constituted

ovei' 95% of the Taroet Company's total liabilities as at 31 December 2022 and 2023

respectively

The Target Company recorded net asset value of approximately f11.8 million and f6. I

million as at 31 December 2022 and 2023 respectively. Such decrease was mainly allributable

to the decrease in fair values of the Target Properties

2.5 1/1/0111in!ion of Ihe In JRei Plopeiiies

The Target Ploperiies comprise 83 coiniiiercial properties located across the United

Kingdom which are currently leased to and operated by the Lessee as car sei'vicing centres

The Target Ploperties ale under 10no ternT Leases eacli with a remaining term of

approximately 7 years, expiring on I9 Mai'ch 2032 with the Lessee's option 10 I'enew for a

further term of 15 years on substantially the same key Ierins (apart froni Tent which is to be at

a market level agreed between the parties)

For further details, please refer to the paragrapli headed "Target Properties" in the "Letter
fronl the Board" of the Circular

3. Principal terms of the Sale and Purchase Agreement

On 18 February 2025. the Seller (being a wholly-owned subsidiai'y of Spring REIT). the Buyer

(being a third party independent of Spring REIT and its connected persons). the Buyer Guarantor

(being a third party independent of Spring REIT and its connected persons) and the Trustee (as

Seller's guarantor) entered into the Sale and Purchase Agreement for: (a) the sale of the Target

Company Shares. which represent the entire issued share capital of the Tai'get Company; and (b) the

assignment of the Target Shareholder Loan, by the Seller to the Buyer. The Target Company is the full

legal and beneficial owner and Tetristered ownei' of 83 commercial properties located in the United

Kingdom (being the Target Ploperties)

Following Completion, Spring RBIT will cease to hold any interest in the Target Company and

the Target Properties

We summarise below the principal terms of the Sale and Purchase Agreement. For details. please

refer to the paragraph headed "Sale and Purchase Agreement" in the "Letter from the Board" of the
Circular

Date 18 February 2025
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Parties (1)

Subject niatter of the

Disposal

RUKOI Limited as Seller

(2) Anglo-Dutch Ploperty (UK) Holding Limited as

Buyer (whose ultimate beneficial owner is 110chu

Corporation)

(3) European Tyre Enterprise Limited as Buyer
Guarantor (whose 11/11mate beneficial owner is 110chu

Corporation )

Consideration

(4) DB Trustees (Hong Kong) Limited (in its capacity as

trustee of Spring REIT) as Sellei"s guarantor

The entire issued share capital of Hawkeye Properties 501

Limited (being the Target Company). which is the full

legal and beneficial owner and registered owner of the 83

commercial properties located in the United Kingdom

(being the Target Properties)

Conditions precedent

The Consideration payable by the Buyer shall be

f26.385,802, being an amount equal to the aggregate of (1)

the consideration for' the sale of the Target Company
Shares ("Share Consideration") and (ii) the consideration

for the assignment of the Target Shareholder Loan ("Loan
Consideration")

For details, please I'efer to the paragraph headed "3.1

Consideration of the Disposal" below

Completion is subject 10 and conditional upon the

satisfaction of the following conditions precedent

When considerinu the fairness and reasonableness of the terms of the Sale and Purchase

Agreement. we have taken into account the following factors

(I ) the passing of the Ordinary Resolution by the

Independent Unitholders approving the 11'an sactions

conteinplated under the Sale and Purchase

Agreement; and

(2) the consent of the Executive in relation to the

transactions contemplated under the Sale and

Purchase Agreement as Inay be required 11nder Rule
25 of the Takeovers Code havino been obtained, and

sucli consent not having been revoked by end of 31

March 2025 (or such later date as agreed between the

Seller and the Buyer)

13



3. I Coll tideJu!1011 of file Disposti/

Pursuant to the Sale and Purchase Agreement. the Consideration shall be equal to the

aggregate of S hare Considei'ajioii and Loan Consideration

The Share Consideration shall be f6.971,971, being the aggregate of (a) the net asset value

of the Target Company as at 31 December 2024 (being f5.782,394) (the "Reference NAV"); and

(b) an amount equal to f1. }89,577 (the "Agreed Premium"). The Reference NAV is based on

the uriaudited balance sheet of the Target Company as at 31 December 2024. after taking into

account the Appraised Value. According to the Manager, the Agreed Premium. which represents

approximately 1.7% of the Appraised Value, is the uplift to the value of the Target Properties as

at 31 December 2024 as offered by the Buyer and agreed by the Seller

The value of net asset of the Target Company reflects the Appraised Value (which valuation

is conducted using a commonly adopted approach to value Teal estate propel'ties). Given that this

Agreed Premium is payable on top of the value of net asset of the Target Company. we are of

the view that such premiuni is favourable to Spring REIT. To further assess now this 1.7%

premium to the Appraised Value compares with the current market condition, we have perforined

independent research on public information by niaking reference to recent circulars published by

companies listed on the Stock EXchange in January 2025 (being the most recent month preceding

the entering into of the Sale and Purchase Agreement) in relation to acquisition or disposal of

property assets in the United Kingdom. From the research, we identified one transaction

involving the disposal of commercial property located ill the United Kingdom. in whicli the

consideration is equivalent to the appraised value of the subject property (i. e. nil

premium/discount to the appraised value). This further reinforces our view that the agreed

premium is favourable to Spring REIT

The Share Considel'ajioii shall be subject to adjustments to reflect the difference between

the Reference NAV and the net asset \, alue of the Target Company as at the Completion Dale.

if any. We understand from the Manager that when computing the net asset value of the Target

Company as at the Completion Date. the Appraised Value of the Target Properties as at 31

December 2024 will be adopted (i. e. there will not be any flirther adjustment to the valuation of

the Target Properties). In this regard. we have considei'ed and taken into account that (i) past

valuations of the Target Properties had historically been stable at approximately f70.3 million

and f70.9 million as at 31 Decembei' 2023 and 30 June 2024 respectively. accordino to the 2023

Annual Report. the 20241nterinT Report and information provided by the Manager; (ii) the

Target Properties nave stable and 11niforni tenancy terms with long term Leases. which are the

main attributes in deriving the valuation of the Target Properties; (iii) the expected Completion

Date will be around March to April2025, which is only three to four months away from the date

of valuation (i. e. 31 December 2024); and (iv) preparing another valuation report for the Target

Properties as at the Completion Dale would be overly burdensome and time consuming for

Spi'ing REIT. All ill all. we consider the use of the Appraised Value of the Target Properties as

at 31 December 2024 to delive the Share Consideration is practical. fair and reasonable

14



The Loan Consideration shall be f19.413,831. being the agoregaie amount outstanding

under the Target Shareholder Loan as at 31 December 2024. The Seller shall procure that: (i) at

Completion the aggregate amount outstanding under the Target Shareholder Loan does not

exceed f19.413,831; and (ii) on or priorio Completion the Target Company shall have repaid

any accrued but unpaid interest under the Target Shai'eholder Loan for the period beginning on

I January 2025 and ending on the Completion Date. On this basis, we are of the view that the

Loan Considei'ajion, which was the outstanding Tai'gel Shareholder Loan as at 31 December 2024

and which will also be capped at such amount at Completion, is fail' and reasonable

We are of the view that the 111ethod of arriving at the Consideration, which shall take into

account the (1) amount of net asset value of the Target Coinpaiiy as at the Completion Dale; and

(Ii) amount of the Loan Consideration (being the aggregate amount outstanding undei' the Target
Shareholder Loan as at 31 December 2024) which will be sold on a dollar-for-dollar basis, is fair

and reasonable. Additionally, we note that in determining the Share Consideration. there is an

Agreed Premium of f1,189,577, payable on lop of the net asset value of the Taroet Company,

which is favourable to Spring REIT. Further, considering that the fair Inarket valuation of the

Target Properties as at 31 December 2024. being the basis for determinino the Consideration, is

being assessed by the Independent Property Valuer, we are of the view that the Consideration is

fair and reasonable. For discussions of the market valuation of the Target Properties. please refer
to the paragrapli headed "3.3 Valuation of the Target Properties"

3.2 Pnyiiien! fernis 101' Ihe Disposal

According to the Sale and Purchase Agi'eemeni. the Buyer shall pay to the Seller the Share

Consideration determined based on the Estimated Completion NAV (which is calculated with

reference to the Draft Completion Statement) o11 the Completion Date

Aftei' Completion and following the aoreemeni or determination of the Final Completion

Statement (which set out the Final Completion NAV)

(a) if the Final Completion NAV exceeds the Estiinated Completion NAV. the Buyer shall

pay to the Seller the amount equal to such excess in cash within 15 days of the

agreement of the Final Completion Statement; or

(b) if the Final Completion NAV is less than the Estimated Completion NAV, the Seller

shall pay to the Buyer the amount equal to sucli shortfall in cash within 15 days of

the agreement of the Final Completion Statement; or

(c) if The Final Completion NAV is equal to the Estimated Completion NAV, neither the

Seller or the Buyer shall be required to make any further payment 10 the other in

respect of the Completion NAV

The Buyer shall also pay 10 the Seller the Loan Considei'allon on the Completion Dale
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Considerintr that the payment of both Share Consideration and Loan Consideration will be

made in cash upon Completion. we ale of the view that the payment terms for the Consideration

are fair and reasonable. We are also of the view that the adjustinu mechanism of the Share
Considei'ation, which shall lake into account the difference ill net asset value of the Taroet

Company as calculated with reference to the Draft Completion Statement and the Final

Conipletion Statement, is fair and reasonable

3.3 Vo/!!ajioii of Ihe Tingei Plopei'lies

When assessing the fail'ness and reasonableness of the valuation for the Target Properties,

we nave in particular considei'ed the Valuation Report. In this respect. we note that Knight Frank

Petty Limited, the current principal valuer of Spring RBIT. 11as been appointed as the

Independent Properly Valuer to conduct a valuation on the Taroet Properties for the purpose of

the Disposal. According to the Valuation Report. the details of which are set out in Appendix 2

to the Circular, the Appraised Value of the Target Properties amounted to f71.154,000 as at 31

Decembei' 2024. We note that the Appraised Value is equivalent to the value of the Taroei

Properties adopted in derivinu the Reference NAV, which in turn, derive the Consideration for

the Disposal

To assess the fairness and reasonableness of the valuation, we have reviewed the Valuation

Report and discussed with the Independent Property Valuer in relation to (1) the methodology

and assumptions used in performing the valuation on the Target Properties as well as whether

such methodology and assumptions are appi. opriate and acceptable; (ii) their scope of work for

conducting the valuation on the Target Properties; and (Iii) the11' relevant professional

qualifications as a property valuer

3.31 Vttlim/1011 flierhod0/o8y

in arriving at the Appraised Value, we note that the Independent Property Valuer has

valued the Taroet Properties, which are intended to be held for investment by Sprino REIT,

using the income capitalisation nTeihod (the "Income Approach"). Having discussed with

the Independent Property Valuer (i) the rationale for adopting the Income Approach as the

valuation methodology for the Target Properties; and (Ii) the basis and assumptions adopted

in arriving at the Appraised Value using the Income Approach. we understand and concur

willI the Independent Property Valuer that this method is appropriate for valuation of the

Target Properties which have stable and uniform tenancy Ierins. and has taken into account

the rental income of the Taroet Propel'lies derived froni the existing Leases. Such income

is then capitalised to determine the niarkei value of each of the Target Properties at an

appropi'late capitalisation late

Further. we understand that the Independent Property Valuer has also cross-checked

the Appraised Value with reference to the market approach. We note that such valuation

methodologies adopted by the Independent Property Valuei' are the same as those currently

adopted foi' the valuation of properties of Spring REIT
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33.2 Voli, n!ioii btrsis diid us silliipiioiis

The Independent Property Valuer's valuation is carried out on a niarket value basis.

which is defined as "the estimated alliount for which an asset or liability should exchanoe

on the valuation date between a willing buyei' and a willing seller in an arm's lentilh

transaction. after proper marketing and where the parties 11ad each acted knowledgeably.

prudently. and without compulsion" in accordance with the HKIS Valuation Standards

2020. We note that in the case of the Disposal, the Sale and Purchase Agreement and the

transactions contemplated thereunder nave been entered into, or shall be entered into, by

the parties thereto on noi'Inal commercial terms followiiig ai'in's length negotiations; and

we are not aware of any unique circumstance relating to the Disposal such as distressed or

compulsory sale. We are therefore of the view that the basis adopted by the Independent

Property Valuer is fair and reasonable

We also note that the Independent Property Valuer relied on the information provided

by the Manager and the legal opinion issued by the Manager's UK legal adviser. Further,

the valuation has been Inade o11 the assumptions that (1) the market value basis specifically

excludes an estimated price inflated o1' denated by special terms or circumstances such as

atypical financing, sale and leaseback ari'an gements, special considerations or concessions

granted by anyone associated willI the sale. or any element of value available only to a

specific owner or purchaser; (11) no allowance has been 11Tade in for any charges, mortgages

or amounts owing on any of the properties nor for any expense or taxation which Inay be

incurred in effecting a sale; and (Iii) the Target Properties are free froni encumbrances

restrictions and outgoings of any onerous nature which could affect their values

For the income Approach. the Independent Property Valuer takes Into account the

rental income of each of the Taroei Properties derived from the existing Leases. which has

been then capitalised to determine the niarket value of each of the Target Propel'ties at an

appropriate capitalisation rate. We understand from the Independent Property Valuer that.

having considered the long terni lease nature of the Target Pi'operiies (i. e. eacli with a

remaining terni of approximately 7 years), the current Tent levels 11nder the Leases of each

of the Target Properties have been adopted to determine their niarket value. We have

discussed with the Independent Property Valuer. who confirmed that it is normal Inarket

practice to value properties with lease terms of sucli nature using this appi'oach

As to the capitalisation rates. the Independent Property Valuei' 11as adopted yields

ranging froni approximately 4% to 9%. We Linderstand froni the independent Properly

Valuer Inai such yields have taken into account (1) its research and analysis of the

commercial properly nTarket in the United Kingdom. where the observed mai'KGt yields

range from 3% 109%; and (11) the location and characteristics of each of the Target

Properties.

We have reviewed and discussed with the Independent Property Valuer the aforesaid

basis and assumptions adopted in the Income Approacli together with the lists of Inarket

lease information referred to when making the I'elevant assumptions in relation to the

capitalisation rates. In addition, we have also examined the Illsiorical performance of the

Target Properties. suc!I as occupancy rates and average Tent. We note that the assumptions
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made in the Income Approach nave reflected the historical I'evenue generalino ability of the

Taroei Properties. Based on the above, we are of the \, ie\v that the basis and assumptions

made in the Income Approach by the Independent Properly Valuer are fair and reasonable

Foi' the market approach which are being used by the Independent Property Valuer to

cross-check the Appraised Value. it Tests on the wide acceptance of the market transactions

as the best indicator and pre-supposes that evidence of relevant transactions in the market

place can be extrapolated to SImilai' properties. in this regard, we have discussed with the

Independent Property Valuer and understand that as theI'e has been no recent niarket

transactions of car servicing centres (i. e. the current Lisage of the Target Properties) in the

United Kirindom, and considering that the Target Properties comprise numerous

commercial properties situated across various locations within the United Kingdom, the

independent Property Valuer has identified and analysed, in general, the askino price or

prevailing market sales information of 53 commercial properties across various locations

in the United Kingdom. We have obtained the aforementioned sales information and noted

that these references include properties located in the south east, south west, central and
norili of the United Killodom and are commercial ill nature. Based on the above. we are of

the view that LISing the above references in the absence of direct coinparable transactions

for the nTarket approach are fair and reasonable

33.3 111depeiideiii Plopei'11, Vu/lief 's collipeieiice in^d scope of work

We nave conducted an independent interview with the Independent Property Valuer

We have enquired and the Independent Property Valuer has confirmed its independence

from Spring REIT. the REIT Managei'. the Trustee. the Buyer. eacli of the substantial

Unitholders as well as other parties to the Disposal. In addition to our discussion with the

Independent Property Valuer on its firm's experience and expertise, we have obtained

relevant qualifications and credentials of the team 111embers involved in this valuation of

the Target Properties

We note that the Independent Property Valuer Is a alohal real estate services firm

special ISIng in property and Investment nianagement. and provides integrated service

where all aspects of a property valuation assignment can be carried out in-house. According

to the Independent Property Valuer, it has been appointed as valuer by a wide range of Hong

Kong listed contpanies in the past. The persons who are responsible for signing off the

Independent Propel'Iy Valuer's Property Valuation Report, Mr. Gary Lau and Mr. Cyrus

Fong. are qualified valuers with over 15 years of experiences in property valuation and

consultancy services in Hong Kong. the PRC. UK and in the Asia Pacific region. Inspection

of the Target Properties for preparation of the Valuation Report was conducted by

employees of the Independent Property Valuer who have the necessary qualification and

expel'IGnC e

We nave also obtained and reviewed the independent Properly Valuer's ternis of

engagement and discussed willI the Independent Property Valuer lis work pel'toriiied in

connection with this valuation. We are satisfied that the Independent Property Valuer is

qualified 10 give the opinion as set out in the Valuation Report having taken into account

its relevant experience. expel'lise, its independence, and its scope of work
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3.34 Seciioii colic/11,101i

Having considered that (1) the Independent Properly Valuer has the relevant

qualification, competence and experience to prepare the Valuation Report; (ii) the

independent Properly Valuer's scope of work is appropriate for performing the valuation on

the Target Properties; and (iii) the valuation methodologies, basis and assumptions for

valuing the Tai'get Properties are fair and reasonable. we are of the view that the fair market

valuation of the Target Properties has been fairly and reasonably deterIn ined

3.4 01hei' 1,111is101' Ihe Digposol

Under the Sale and Purchase Agreement. there are other terms such as warranties and

limitation of liability as further elaborated in the paraoraph headed "Sale and Purchase

Agreement" in the "Letter from the Board" of the Circular. We note that the aogregate maximum

liability of the Seller and the Trustee in respect of all claims (including warranty. indemnity and

lax covenant claims) under the Sale and Purchase Agreement shall not exceed the Considei'ajion

The liability of the Seller and the Trustee in respect of all tax-related claims. all lion-tax-related

claims (other than any indemnity claims), and all indemnity claims undei' the Sale and Purchase

Agreement shall be capped at the Consideration, CIO, 000,000 and f250,000 respectively. This

limits Spring REIT's liability. in the worst-case scenario if the Buyer has valid claims. at a level

no niore than the amount it 11as already received from the Buyer. Since such scenarios should

occur only when Spring REIT is at fault, we believe this term is fair and reasonable

The Sale and Purchase Agreement also provides for. a limitation period of liability of 18

months after the CollTp!etion Date (save for those relating to fundamental warranties or

tax-related claims, in which case the limitation period is. respectively. five years and seven years

after the Completion Dale). We are of the view tliat sucli periods reasonably cover the time

period where any breacli may Inariifest given the nature of the transactions thereunder

Additionally. we note that the conditions precedent PUTSuant to The Sale and Purchase

Agreement have taken Into account. among other things, the necessary regulatory approval in

relation to the Disposal (i. e. the approval of In dependeni Unitholders and the consent of the

Executive). in this I'espect. we are of the \, Iew that they are fair and reasonable and o11 normal
coinmei'cial terms

3.5 Secii'o11 colic1!!., 1011

Taking into account all the factors and analysis above. we are of the view that 111e terms

and conditions of the Sale and Purchase Agreement are on normal commercial terms and are fair
and reasonable

4. Manager's rationale for the Disposal

As stated in the paraoraph headed "Vlll. Reasons for and benefits of the Disposal" in the "Letter

from the Board" of the Circular, the Disposal represents a strategic move to streamline Sprino REIT's
pollfolio by divesting non-core assets and to focus its resources on the PRC coinmei'cial Teal estate
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market. Fui'ther, the Disposal is expected to I'educe Spring REIT's gearing ratio (as further discussed

in the pal'agraph headed "5. Financial effects of the Disposal on Spring REIT" below), thereby

enhancin o its overall financial flexibility for future funding needs, including acquisitions, asset

enhancements, or other strategic initiatives

We note that subsequent to Spring REIT acquiring a 68% interest in Huamao Place. Huizhou in

September 2022, the Target Properties represented an insignificant portion of Spi'ing REIT's property

portfolio (i. e. approximately 5.4%) as at 30 June 2024. in terms of rental income. the Target Properties

also constituted a 110minal share (i. e. approximately 5.9%) of Spring REIT's rental income in IH2024

In this reaard, we concui' with the Managei"s view that the Disposal allows Sprino REIT to

concentrate on its core PRC portfolio and conserve resources needed to support its UK-specific team

and various service PIOviders for the relatively small portfolio of Taroet Properties. Additionally. the

Disposal enables Sprino REIT to realise the value of the Target Propel'ties at a premium to ntarket

price and would sirenothen its balance sheet position with a larger Dealing headi'o0m for potential

future opportunities

in summary, the Target Propel'ties contribute a coinparatively small propoi'lion of revenue and

profit to Spring REIT. The Disposal can provide Spring REIT witli immediate capital and liquidity

which will strengthen its financial position along with Improvement in gearing ratio. This will allow

Spring REIT to concentrate its efforts on stabilising the perfoi'mance of CCP Property and at the same

time further enhancing the perfoi'Inarice of Hualnao Place, both of which are located in the PRC. This

also allows Sprino REIT to maintain consistent distribution while maintainino a robust financial

position in the future. On this basis. we are of the view that the Disposal is ill the interests of the

Independent Unitholders

5. FINANCIAL EFFECTS OF THE DISPOSAL ON SPRING REIT

Upon Completion, Spring REIT will cease to 1101d any Intel'est in the Target Company and the

Target Properties. The financial effects of the Disposal on Sprino REIT are set out below. as extracted

from the paragrapli lieaded "Vl. Financial 11npact of the Disposal" in the "Letter froin the Board" of

the Circular. However, it should be noted that the analysis below is for illustration purpose only and

does not purport 10 represent how the financial position of Spring REIT would become Lipon

Completion

5. I PIO Foilim DPU

As further illustrated in the liaraoraph lieaded "Vl. Financial impact of the Disposal" in the

"Letter from the Board" of the Circular. assuming the Disposal was completed on I January

2023, the DPU for the year ended 31 December 2023 will decrease marginal Iy by approximately
0.5% froni HK$190 cents to HK$189 cents

5.2 Pro rolliiu NAV tillI'ibi, Inb/e 10 Uiii'!holdei's pel' Uiii!

As flirther illustrated in the paragraph headed "Vl. Financial impact of the Disposal" in the

"Letter fronT the Board" of the Circular. assuming the Disposal was completed on 31 December

2023, the NAV allributable 10 Unitholders per Unit as at 31 December 2023 will increase

mai'ginally by appi'oximaiely 0.2% from HK$4.70 to HK$471
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5.3 Expec!, d gem'ing ratio

As disclosed in the 2024 InterinI Repoi'I. the Dearintr ratio of Spring REIT was

approximately 40.6% as at 30 June 2024. The gearing ratio of Spring REIT is expected 10

decrease to approximately 38.5 % immediately after Completion. assuming that the proceeds

would be used towards Deneral wo!'king capital of Sprino RBIT

5.4

Upon Completion, an after-tax gain of approximately to. 23 million (equivalent to

approximately RMB2.16 million). which is calculated based on the Agreed Premium of

f 1,189,577 (equivalent to approximately RMB I 0.91 nTillion), less : (1) related accumulated

eXchange loss of to. 18 million (equivalent 10 approximately RMB1.62 n, illion) as at 31

December 2024 arisino from the Target Company to be reclassified to consolidated income

statement (which is extracted fi'onI the consolidated 11naudited Inariagement accounts) ; and (Ii)

estimated Expenses of to. 78 million (equivalent to approximately RMB7.13 million, is expected

to result fi'om the Disposal

Overall. we note that the impact on DPU and NAV attributable to Unitholdeis per Unit appears

to be nominal due to the insignificant size of the Taroet Properties in Spring REIT's overall portfolio

Spring REIT is expected to recognise a gain from the Disposal and benefit from all improved gearing

ratio and working capital position. On balance, we are of the view that the Disposal generally has

positive financial effects on Spring RBIT

Expecied gulli o11 Ihe Disposal

RECOMMENDATION

Having considered the above principal factors and reasons. in pal'ticular.

(i) Spi'ing REIT's financial position 11ad Inarginally shrunk from 31 December 2022 to 30 June

2024 as its asset base declined following fair value losses of its investment properties while

Spring REIT had also continuously Inade distributions to Unitholders and conducted

buyback of Units which depleted its cash I'esources;

(Ii) the Disposal can provide Spring REIT with immediate capital and liquidity which will

strengthen its financial position along with improvement in geai'ing ratio. This will also

allow Spring REIT 10 concentrate its efforts on its core PRC portfolio. namely CCP

Properly and Huamao Place;

(Iii) the Inethod of arriving at the Consideration is fair and reasonable as it lakes into account

the (a) amount of net asset value of the Target Company as at the Completion Date (which

has taken into account the fail' Inarket \, aluation of the Target Properties); and (b) amount

of the Loan Consideration whicli will be sold on a dollar-for-dollar basis. Additionally,

theI'e is all Agreed Premiuin payable o11 top of the net asset value of the Target Company.

whicli is favoui'able to Spring REIT;
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(iv) the payment terms foi' the Coilsideraiioii is fair and reasonable as the payment of boili Share

Consideration and Loan Consideration will be niade upon Completion:

(v) the fair market valuation of the Target Propel'ties has been fairly and reasonably

determined. having considered that (a) the independent Property ValueT has the relevant

qualification. competence and experience 10 prepare the Valuation Report: (b) the

Independent Property Valuer's scope of work is appropriate for performing the valuation on

the Target Properties; and (c) the valuation niethodologies. basis and assumptions for

valuing the Target Propel'ties are fair and reasonable; and

(vi) the Disposal generally has positive financial effects on Spring REIT.

we are of the \, Iew that the Disposal (including the entering into of the Sale and Purchase

Agreement and the transactions contemplated thereunder) is on tel'ms which are fair and

reasonable and ill the interests of the independent Unitholders. Accordingly. we advise the

independent Unitholders to vote in favour of the EGM Resolution

Mi: Cliffiig Semi Pey ("Mr. Chang") is a Respoiisib/e Officei' of Alli!s Cupi'in/ Liiii!'!ed litensed

10 cm'IT o11 TV)e 4 (udvisiiig o11 secHi'ifies). Type 6 (art\, ISI'Jig o11 coipoinie fillniice) und I\'pe 9 irissei

111uiiugeiiieiii) leg!!/tiled ociiviiits 1111de!' file SFO tilld pel'1111/1ed 10 1111dei'!uke Iro!'k ds u spoilsoi: He

is also ,I Responsible Off!tel' qfAllH. , lilyesiiiieii!s Li'11/11ed liteiised 10 coll}, o11 Type I (denfjiig ill

secii, 'illes) legM/tiled ticiivii}, 1111dei' file SFO. M, '. C/inng lids ovei 25 yeti!'$ of expel'ieiice ill bullki7ig,

coipoi'rife lividiice rid\, is o1'y o11d In vesliiieiil Jimiittg eiiieiii. 111 pullicH /ni; lie 1103 pm'11cipnied 111

spoilsorshi^ 1101'k. /o1' 11/11/'11 pif b/IC offei'ings cold acie(/ (is filloiicitil ridvisei or illdepeiideiii filmiiciul

,Idvire r ill vn1101!., coi'poi'die fillo, ice o ofvi'sol'y lionsn ciioiis

Yours faithfully.
For and on behalf of

Altus Capital Limited

Chang Sean Pey

Re. spoilsib/e Off!t ei'
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