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INTRODUCTION

We refer to our appointment as the independent financial adviser to advise the
Disinterested Shareholders and the Share Incentive Holders in respect of the Proposal, the
Scheme, the Share incentive Proposal and the Controlling Shareholders Rollover
Arrangement. Details of the Proposal, the Scheme, the Share Incentive Proposal and the
Controlling Shareholders Rollover Arrangement are set out in "Part Vl - Explanatory
Memorandum" contained in the Scheme Document dated 10 February 2025, of which this
letter forms part. Terms used in this letter shall have the same meanings as those defined in
the Scheme Document unless the context requires otherwise.

10 February 2025
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The Proposal

0119 December 2024, the Board resolved to put forward the Proposal to the Schemc
Shareholders for the proposed share buy-back of the Coi}}pany by way of a scheine of
arrangenTcnt 11nder SectioiT 86 of the CollTpanies Act. Subject to the SchenTe be conTino
cffective. all of the Scheme Shares \\, ill be cancelled in eXchange for HKS7.80 in caslT for
eacl} Scheme Share

The Share Incentive Proposal

As at the Latest Practicable Date. there were 56,879,819 outstandino Share Incentives,
comprising (a) 48,177,874 Share Options: and (b) 8,701,945 Share Units. The Company will
make an appropriate offer to the Share Incentive Holders ill accordance witlT Rule 13 of the
Takeovers Code. The Share Incentive Proposal will be conditional on the SchenTe becoming
effective

Special Deal Relating to the Controlling Shareholders Rollover Arrangement

PUTSuant to the Proposal, the Company proposes that the Controlling Shareholders
will retain their shareholdino. i. e. the Controllino Shareholders remain as Shareholdei. s

after the Scheme be collTes effective so that, subject to the exercise or vesting of Share
Incentives whiclT are not cancelled PUTSuant to the Share Incentive Proposal, the ConTpany
will become wholly-owned by the Controllino Shareholders. Accordingly, the Shares held
by the Controlling Shareholders \\!ill ITot for11T part of the Scheiiie Shares.

As the Controlling Shareholders Rollover Arrangemcnt is 1101 offered to all
Shareholders, it constitutes a special deal and requires the consent of the Executive 11nder
Rule 25 of the Takeovers Code. The Company has made all application to the Executive on
30 December 2024 to obtain the Executive's consent to the Controlling Shareholders
Rollover Arrangement, subject to (a) Ihc Independent Financial Adviser confirming that
the tenTTs of the Controlling Shareholders Rollover Arrangement are fair and reasonable:
and (b) the passing of an ordinary rcsolution by the Disinterested Shareholders at the EGM
to approve the terms of the Controllino Shareholders Rollover Arrangement. The Proposal
is subject to the grant of consent froin the Executive 11T rcspeci of the Conti'o111ng
Shareholders Rollover Arrangement

THE INDEPENDENT FINANCIAL ADVISER

As the Proposal and the Share Incentive Proposal arc initiated by the Board, it is not
possible for' the Coinpany to fomT an independent board committee to advise and IlTake
recommendations to the Disinterested Shareholders and the Share Incentive Holders

As the independent financial adviser witli rcspect to the Proposal, the Scheme, the
Share Incentive Proposal and the Controlling Sharcholders Rollover Arrangemcnt. our role
is to advise the Disinterested Shareholders and the Share Incentive Holders as to (i) whether
the terms of the Proposal, the Scheme, the Share incentive Proposal and the Controlling
Shareholders Rollover Arrangement are, or are not, fair and reasonable; and (11) whether
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(a) the Disinterested Shareholders to vote in favour of the ScheiiTe at the Court Meeting and
the resolutions 11T connectioiT with Ihc inlPIGmelit atioiT of the Proposal and the Scheme at
the EGM; and (b) the Share Incentive Holders to accept the Shai'c Incentive Proposal

Ms. Tsang King Suen Katherine, one of the independent non-executivc directors of
Fosuii International Limited (one of the Company's controlling shareholders), is an
executive director of HK Acquisition Corporatioi} ("HK Acquisition") (stock code: 7841
(delisted)). We 11ad acted as the independent financial adviser to the independent board
coinnTittee aiTd independent shareholders of HK Acquisition relating to its De-SPAC
transaction, which details were set out in HK Acquisition's circular dated 3 October 2024
Save for the aforesaid which does ITot in any way affect our independence as specified under
Rule 2.6 or other' parts of the Takeovers Code, we (1) are not associated or connected,
financial or otherwise, witli the Coinpany, its controllino shareholders or any parties acting,
or' presumed to be acting, 111 concert with any of them; and (11) nave not acted as the
financial adviser or independent financial adviser in relation to any transaction of the
Company, its controlling shareholders or any parties acting in concert willT any of thenT in
the last two years prior to the date of the Scheiiie Document.

PUTSuant to Rule 13.84 of the Listing Rules and Rule 2 of the Takeovers Code, and
given that (1) remuneration for our engagement to opine o11 the Proposal, the Scheme, the
Share Incentive Proposal and the Controlling Shareholders Rollover Arrangement is at
nTarket level and not conditional upon the outcoiiTe of the Proposal, the Scheme, the Share
Incentive Proposal and the Controlling Shareholders Rollover Arrangement; (11) no
arrangeinent exists whereby we shall receive any fees or benefits frolIT the Company (other
than our said remuneration). its controlling shareholders or any parties acting in concert
witli any of them; and (ill) our engagement is on normal commercial terms, we are
independent of the Company. its controlling shareholders or any parties acting 11} concert
willT any of thenI and can act as the independent financial adviser to the Disinterested
Shareholders and the Share Incentive Holders in respect of the Proposal, the Scheme, the
Share incentive Proposal and the Controllino Shareholders Rollover Arrangement

BASIS OF OUR ADVICE

In for Inulating our opinion, we have reviewed, amongst others (1) the Announcement;
(Ii) the inter inI report of the Company for the six 1110nths ended 30 June 2024 (the "2024
interim Report"): (111) the annual report of the Coinpany for the year ended 31 Deceiiiber
2023 (the "2023 Annual Report"); and (Iv) other informal101} as set out in the Scheine
Document

We ITave relied on the statements, information, opinions and representations contained
or referred to in the Scheme DocunTent andjor provided to us by the Company, the
Directors and the nTanagement of the Coinpany (collectively the "Management"). We nave
assuiiied that all statenTents, inforiiiation. opinions and representations contained or
referred to 11T the Scheme Docunient and/'or provided to us were true, accurate and coinplete
in all ITTaterial aspects at the time they were made and continued to be so as at the Latest
Practicable Date. The Company will notify the Scheiile Shareholders and the Share
Incentive Holders of any Inaterial changes to information contained or referred to 11} the
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Scheme Docuiiient as soon as practicable ill accordance with Rule 9.1 of the Takeovers
Code. The Schciiie Shareholders and the Sharc Incentive Holders will also be informcd as

soon as practicable when there are any material changes to the Information contained or
referred to liereiii as well as changes to our opinion, if any, after the Latest Practicable
Date, and LIP to the date of the EGM

We have no reason to believe that any statements, Information, opinions or
representations relied o11 by us in forming ou^ opinioiT Is Lintrue, Inaccurate or
misleading, I}or are we aware of any material fact the omission of whiclT would rendci
the statements, Information, opinions or representations provided to us untrue, Inaccurate
or misleading. We have assumed that all the statements, inforination, opinions and
representations for nTatters relating to the Company contained or referred to in the Scheme
DocuiTTent. and inforination relating to the Coinpany provided to us by the Conipaiiy and
the Managenient nave been reasonably made after due and careful enquiry. We nave relied
on sucl} stateInGrits, inforniation, opinions and representations and consider that \\, e have
been provided with and have reviewed sufficient information to reach an inforined vie\\, and
to provide a reasonable basis for our opinion. We have ITot conducted any independent
investigation into the business. financial conditions and affairs or the fliture prospects of
the Group

We ITave not considered the taxation implications o11 the Scheme Shareholders and the
Share Incentive Holders arising from acceptance or non-acceptance of the Proposal and the
Scheme and the Share Incentive Proposal, if any. and therefore we will not accept
responsibility for any tax effcct or liability that ITiay potentially be Incurred by the Scheme
Shareholders and the Shale Incentive Holders as a result of the Proposal and the Scheme
and the Share Incentive Proposal. In particular, the Schenie Shareholders and the Share
Incentive Holders who are subject to Hono Kong or overseas taxatioi} o1T dealinos in
securities are urged to seek their own professional advice o11 tax niatters

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our advice for the Proposal, the Scheme, the Share Incentive Proposal
and the Controlling Shareholders Rollover ArrangeiTTent, we have taken into consideration.
ainong other things, the following

I. Business and financial information of the Group

1.1. B"ckgi. ownd o1' the Gi. o11p

The Company has heelT listed on the Main Board of the Stock EXchange since 14
Decei\\bet 20 I8. The Group is one of the worldwide leading leisure-focused intcgrated
tourism groups witli four business seginents, nailTely (1) "Club Med and Others" : (ii)
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"Allantis Sanya"; (ill) "Vacation Asset Management Ccnter": and (Iv) "For you Club
and Other Services". Throughout its Inission of "Better Holiday, Better Life", the
Group cndeavours to pioneer a holiday lifestyle and create a world-leading fallTily
leisurc and tourisnT ecosystem.

(1) Club Med and Others operates high-end, experience-oriented all-inclusive
vacations for faniilies and couples. As of 30 June 2024, Club Med has sales
and marketing operations in nTore than 40 countries and regions across SIX
continents, and operates 67 resorts, of whicli 34 resorts (including a cruise
ship) are in Europe, Middle East and Africa ("EMEA"), 12 resorts are 111 the
A1TTericas and 21 resorts are 11T the Asia Pacific region (including 10 resorts in
China). Of these, 10 resorts are 11nder ownership model, 41 resorts are under
lease 11Todel, and 16 resorts are under inariagement contract In odel

(11) AtIantis Sanya is located on the Haltang Bay National Coast of Sanya in
HainaiT Province. China. it includes 1,314 guest rooms offering full ocean
views and underwater suites, natural seawater aquarium, the AtIantis
Aquaventure Waterpark with an area of 200,000 square 11Teters and a
dolphin island, ITigh-quality food and beverage services, over 5,000 square
meters of space for Meeting, Incentives, Conferencing & Exhibitions
("MICE"), shopping center and other recreational activities such as the C
Show Theatre. The Group commenced the constructioiT of At Iantis Sanya in
2014 and it officially opened in April2018

(111) As part of its efforts to optimise its intellectual property operations and
focilitatc the Implementation of more asset-light projects, the Group
incorporated Talcang Alps Resort and Lqiang Club Med Resort to its
VacatioiT Asset Management Center business segiiient in 2023. These projects
also nave development and sales of residential properties

(Iv) Foryoti Club, rebranded from Thomas Cook China, is a global nTcmbcrship
platforni for 111gh-quality holiday services. Thoinas Cook UK, whiclT was
disposed of ill September 2024. was engaged in the development of online
travel agency business.

1.2. Histoi. ic"11th",, ci"I penbi. I'm"ce of the Gi. o11p

Set out below is a table SUIninarising certaii\ key financial Inforinatioi} of the
Group for its financial years ended 31 December ("FY") 2022 and 2023 ("FY2022" and
"FY2023") and the six months ended 30 June 2023 and 2024 respectively ("IH2023"
and "IH2024"), as extracted from the 2023 Annual Report and the 2024/11tcrim
Report
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Se/ec/ed Ileiiis of Coilsolid, lied SI(11,111eiii of PIOfii o1' LOTS

RMB '000

Consolidated statement of profit or loss

Revenue

- C/!Ib Med till(/ Ofhci',

- A 11,111ii's Sin^I'd

- For'(111'011 Arse I Miningeiiieni
Ccii/e!'

- Foi'Toll C!ifb in?(/ 01/1ei'

Sei'\, I'ces

- 1111ei'segiiieiil chilli'11,1110/is
Cost of revenue

Gross profit
Gi'OSS PI'o111 Jimi'gi'11

IH2024

1/11/'11idi7ed)

Other income and gains, net
Selling and marketing expenses
General and adjTTinistrative

expenses

Operating profit
- Cliib Med filld 01/1ei'.,

- dimii/I$ Sdiij. d
- ,(ICtiiioii Assei Miningeiiieiii

Cell/e!

- Foi'roll C/lib fill(I 01hei.
Sei vices

- 1111ci'segiiieiil cmiii'lintio/is
Finance costs

Share of profits and losses of
associates

Profitj(loss) before tax
Income tax expcnse
Profitj(loss) for the yearjperiod
Profitj(loss) attributable to equity

holders of the Company

9,414,566
8,193,194

867,740

IH2023

11/1/'11{dried)

294,242

8,898,817
7,506,818

937,461

134,432

I75,042)

(6,208,065)
3,206,501

34.1%

FY2023

(d!Idi7ed)

389,914

17,151,841
14,176,378

I, 768,983

220,074104,542

139,918) 176,400)

(5,822,195) (11,556,647)
3,076,622 5,595,194

34.6% 32.6%

121,443

(1,316,740)

FY2022

( undried)

1,062,806

(974,724)
1,036,480
I, 145,355

177,418

13,777,710
II. 606,385

9I 7.39 I

384,472

(1,201,982)

I, 122,437

(906,697)
1,352,415
1,177,309

346,769

(106,456)

201,042

169,545/

(9,787,360)
3,990,350

29.0%

324,347

(2,348,205)

2,054

1/8/'89/)

(646,433)

(1,764,533)
1,806,803
1,547,958

510,388

74,898

(2231,
387,816

(70,662)
317,154

103,659

(2,005,914)

(34,893)

12/1,6681

(660,282)

(1,494,592)
593,503
661.173

63,857

155,494

(13,583)
678,550

(188,218)
490,332

321,838

198,622)

1308,4151
(1,305,483)

278,440

(12,145)
489,175

(143,165)
346,010

471,840

(232,922)

II 77,0451

(995,591)

(1,062)
(403,150)
(128,641)
(531,791)

307,199
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Fy2023 vs Iy2022

The Group recordcd substantial revenue increasc of 24.5V, in FY2023
compared to FY2022 as its operations continucd to recovu' post-CoVID 19
pandeinic as travel dciTTand increased boili domestically and o10balIy. Operational
efficiency also improved during FY2023

Revenue for Club Med and Others increased by 22.1 Vn benefitting froin
improvements in capacity, occupancy and average daily bed rate ("ADBR"). The
resun}PIion of do Inestic tourisnT ill China boosted revenue for Atiantis Sanya
whiclT posted revenue Growth of 92.8V. in FY2023. Overall revenue of Vacation
Asset Management Center experienced a decline despite higher revenue from
resort operations due to lower property sales and construction services following a
downturn in the rcal estate niarket.

Gross profit mai'gill increased from 29.0V. in FY2022 to 32.6V, in FY2023,
benefiting from business rccovery and 1111proved operational efficiency. Gross
profit nTargiii had improved across all the Group's business segments and coupled
witli higher revenue. gross profit increased by 40.2Vo in FY2023 compared with
FY2022

011 the back of gallT from village disposal as well as sale and leaseback of
Club Med resorts, gain fronT disposal of Casa Cook and Cook's Club notel
business as well as net eXchange gain, the Group recorded over 200% increase in
net other income and uains of RMB220.7 million

Selling and marketing expenses had increased in FY2023 as the Group paid
higher' amount of coininission o1T sales. Siniilarly, general and adjiTinistrative
expenses were higher as the Group paid a ITigher amount of management fee to
brand licensor, incurred higher IT service and resort development expenses as well
as sundry outsourcing expenses.

Increases of the above of 17.1V, and 18.1V,expenses year-on-year were

howevei' lower than the 24.5V, revenue increase in FY2023. Coupled \\, ith
inIProveinents ill gross profit 11Targin, highe^ net other income and gains.
operating profit in FY2023 increased substantially by over 200V" compared
witlT FY2022. Operating profit ill FY2023 was iiT particular tinderpinned by
inTproveinenis for Club Med and Others and At Iantis Sanya. These were offset by
a decrease 111 operating profit for VacatioiT Asset Management Center which \\, as
affcctcd by lower property sales and delivery

Due to comparatively low operating profit in FY2022 of RMB593.5 n}11/10n,
the Group recordcd loss before tax of RMB403.2 million after considering finance
costs of RMB995.6 nTillion (whiclT consisted mainly of interest on bank and other
borrowings and interest on lease liabilities). For FY2023, despite finance costs
having increased substantially by over 30Vo due partly to ITigh-interest rate
environn}Grit, the Group recorded piont before tax and profit attributablc to
equity ITolders of RMB489.2 million and RMB346.0 million
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IH2024 i's IH2023

Revenue incrcased by 5.8V, in IH2024 coinpai'ed to IH2023111TderpiiTned by
9.1 Vo revenue orowth of Club Med and Others benefitting by increascs in
capacity, occupancy rate as well as ADBR. This was offset by lower' ^evenuc for
AtIantis Sanya which experienced a 15.19'0 decrease 11} ADBR as the Group
optiniised its pricing strategy to address ITTarket conTpetition, in which other hotels
and resorts in Sanya, Hainai} Province had reduced their prices in light of the
overall weaker Inarket while tourists and customcrs had been more price-sensitive
Rcvenue frolIT Vacation Asset Managen}ent Center also decreased due to slow
property sales and do ITTestic consumer delnand

Gross profit increased by 4.2Vo ill IH2024 in line with hioher revenue. Gross
profit margin had nowever nominally decreased affected nTainly by lower mai'gins
of AtIantis Sanya and Vacation Asset ManagenTent Center for the reasons
explained above

During IH2024, the Group recorded net other income and gains of
RMB121.4 nTillion due mainly to reversal of provisioiT for litigatioiT of a Club
Med village. In comparison, in IH2023, the Group recorded net other incoine and
gains of RMB384.5 nilllion mainly from gall} of disposals of Club Med resorts and
Casa Cook and Cook's Club hotel business.

In line with revenue Increase, selling ai\d marketing expenses \\, hicli were
related to sales commission for' ^esorts and tourism operation and advert!sing and
promotion costs, ii\creased by 9.5V" in IH2024 compared witli IH2023. General
and administrative expenses increased by 7.5V0 11T IH2024 conipared willI IH2023
due to 111gher employcc costs of Club Med whicli were partially offset by lower
sundry outsourcing sucli as consulting and professional expenses.

Operating profit had declined by 23.4V" 111 IH2024 compared witlT IH2023
due Inainly to (1) 48.8% decline 111 operating profit of AtIantis Sanya over the
periods 11T the absence of one-off government subsidies of RMB78.4ITiillion: and
(11) operating losses incurred by Vacation Asset Management Center ill IH2024
instead of operating profit in IH2023. Club Med and Others also recorded lower
operating profit for IH2024 but excluding one-off gain on disposal of resorts in
IH2023, operating profit for Club Med and Others would nave been higher in
IH2024 coinpared with IH2023. Meanwhile, inTproved operational efficiency
resulted in operating profit being recorded for For you Club and Other Services in
IH2024 instead of a loss in the previous period

WitlT finance costs Inaintaininu relatively stable in IH2024 compared to
IH2023, Ihc Group's profit before tax recorded a substantial decline of 42.8% in
line with lower revenue and lower operating profit. As income tax expenses
decreased to a larger extent, profit atti'Ibutable to equity ITolders decreased more
moderately by 31.8V" in IH2024 compared to IH2023

-8



Overall, we observed that the Group's revenue had increased between FY2022 and
IH2024 11nderpinned by recovery of the global tourisiiT industry post-CoVID 19
pandemic. There ITas however beei\ signs of revenue growth ITorinalisation for Club
Med and Others, while revenue of Allantis Sanya had declined 11T the face of Inarket
competition. Meanwhile Vacation Asset Management Center's revenue has been
adversely affected by lower property sales anTidst a downturn of China's rcal estatc
market. Coupled willI the absence of one-off gains such as those recorded in FY2023,
profitability of the Group had reduced in IH2024.

Se/ec/ed lienis o1 Coilso!It/(lied SI(lienieiii o1 Findiicid/ POSi/!'o11

Consolidated statement of financial position

RMB '000

Non-current assets

Property, plant and equipmcnt
Right-of-use assets
Intangible assets and goodwill
Others

Total non-current assets

Current assets

Caslt and bank balances

Completed properties for sale and
properties under development

Prepayments. other receivables and other
assets

Trade receivables

Others

Total current assets

30 June

2024

11/11d!Idi^ed)

Current liabilities

As at

31 December

2023

fond!ired)

Accrued liabilities and other payables
Interest-bearing bank and othei'

bOrrO\\JingS
Trade payables
Lease liabilities

Contract liabilities

Others

Total current liabilities

Net current liabilities

10,303,244

11,803,309

4,266,881

2,352,679

28,726,113

31 December

2022

toutfiied/

10,674,269

12,535,362

4,380,670

2,470,205

30,060,506

3,540,925

Non-current liabilities

1,639,422

9,786,743

12,508,667

4222,283

1,954,715

28,472,408

1,770,021

511,833

1,258,792

8,720,993

2,979,236

1,738,631

1,895,642

704,961

1,243,871

8,562,341

(5,751,317)

2,909,166

(3,379,379)
(1,993,625)

(994,426)
(829,136)

(1,151,451)
(14,099,334)
(5,378,341)

2,498,987

1,825,974

899,069

1,324,410

9,457,606

(7,078,188)

(3,558,428)
(2,140,863)

(944,415)
(962,475)

(1,429,044)
(16,113,413)
(7,551,072)
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(6,553,675)

(2,474,450)

(2,643,415)
(866,218)
(808,606)

(1,274,485)
(14,620,849)
(5,163,243)



RMB '000

Lease liabilities

interest-bearing bank and other
borrowings

Others

Total non-current liabilities

Net Assets

The Group's lion-current assets ITad Inaintained generally stable as at 31
December 2022, 31 December 2023 and 30 June 2024. Property, plant and
equipiiient and rights-of-use assets comprised the Group's self-owned or leased
resorts or hotels owned were stable at between RMB22 billion and RMB24 billion

level as at 31 December 2022,31 December 2023 and 30 June 2024. On those
dates. there was also nTinimal variations o1T \, alues of intangible assets which
Inainly relate to trademark of Club Med and goodwill which was acquired
through business combinations when the Group Illade previous acquisitions

30 June

2024

I1/1/'11dried)

(10,317,960)

As at

31 December

2023

Idi/of litd)

(9,483,374)
(901,909)

(20,703,243)

The Group's current assets had decreased front RMB9,457.6 million as at 31
December 2022 to RMB8,721.0 million as at 30 June 2024 due mainly to lower
completed properties for sale and properties under development as well as lower
trade receivables. Its cash and bank balances had nowev". increased froiii

RMB2.9 billioiT level to RMB3.5 billion level as at 30 June 2024 as overall, the
Group 11ad generated operating casli now and had secured net bank borrowings.

(11,025,483)

31 December

2022

I'lldried)

2,644,529

(8,126,896)
(976,755)

(20,129,134)

Current liabilities increased Ironi RMB14,620.8 1/1/1110n as at 31 Deceiiiber
2022 to RMB16,113.4 million as at 31 December 2023 as short ternT portion of
interest-bearing bank and other borrowings as well as accrued liabilities and other
payables increased. Current liabilities reduced to RMB14,099.3 million as at 30
June 2024 as trade payables, accrued liabilities and other payables reduced

(10,411,331)

2,380,300

(9,487,485)
(779,252)

(20,678,068)

Relative to the Group's liquid assets sucli as casli and bank balanccs and
trade receivables, it had comparatively ITigli ICvels of interest-bearing bank and
other boi'rowings as well as accrued liabilities and other payables. Consequently,
the Group Ilad net current liabilities positions as at 31 Deceinber 2022, 31
December 2023 and 30 June 2024

2,631,097
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Non-current Iiabilitics of Ihc Group had maintained at stable level between
RMB20 billion and RMB21 billion as at 31 December 2022,31 December 2023
and 30 Iunc 2024. Based on the coinbination of assets and liabilities positions
abovc, net assets of the Group were largely stable at betweeiT RMB2.3 billion and
RMB2.7 billioiT level as at 31 DCcember 2022.31 Decembcr 2023 and 30 June

2024

Overall, the Group 11ad Inaintained stable financial position and had ITot
experienced significant fluctuations in Its assets and liabilities. We however noted
that it 11ad consistently had net current liabilities position whicli implies that the
Group's ability to manage its short-terni liquidity would be 1111perative to its financial
health.

111 this respect, we believe this will principalIy depend on the Group's ability to
continuously generate operating cash now. refinance its bank and other borrowings
upon their 11}aturity, and Inaintain adequate cash and bank balances and undrawn
banking facilities 10 sustain its liquidity needs

C(!/ci!/(1110/1 o1' inc Adyiis/cd NA P

Reference is made to (1) the valuation of property interests of the Group as at
30 November 2024 conducted by Property Valuers appointed by the Group,
details of which are set out in Appendix IV to the Scheme Document (the
"Property Valuation Reports"); and (11) the paragraph lieaded "4. Property
interests and adjusted net asset value" set out in "Appendix I Financial

information of the Group" contained in the Scheme Document. For illustration
purpose. set out below is the calculatioiT of the Adjusted NAV of the Group
taking into account the effect of revaluation surplus arising fronT the valuatioiT of
the Group's properties Interests as set out in thc Property Valuation Rcports

The uriaudited net assct value attributable to Shareholders as

at 30 June 2024

4dy!{3/11/'11iS
- Revaluation surplus arising fronT the valuation of the

property interests attributable to the Group as at 30
November 2024

-EstiiTTated deferred tax o1T revaluation surplus allributable
to the Group

Adjustcd net asset \, alue attributable to Shareholders
Adjusted NAV (RMB)
Adjusted NAV (HKS)
Cancellatioi} Price (HKS)

Discount of the CancellatioiT Price to the Adjusted NAV

R IVB ' O O O

2,578,851

13,123,875

(3,277,388)
12,425,338

9.99

10.74

7.80

27.41 V"



1.3. Dii, idler, ,Is

As 1101cd in the 2023 Annual Report, the Company ITas adopted a dividend policy
whereby the Coinpany shall consider a nulliber of factoi's wheiT dcternTining whether to
declare any dividend and the amount of dividei}d to be declared, including but not
limited to, the Group's operations, earnings, financial condition, casli requiremcnts
and availability. capital expenditure, fliture development requirements, business
conditions and strategies, interests of shareholders, and any restrictions o1} payment
of dividends

We note that since the Coinpai\y's listing o11 the Main Board of the Stock
EXchange o1T 14 December 2018, savc for a total dividend of HKS0.09 per Share for the
financial yeai' ended 31 December 2019, the Company has not declared or paid any
dividends to the Shareholders. As advised by the Management, such decisions to
preserve its cash resources and not declare dividends were Inade having considered a
number of factors, including (1) the challenges faced by the Group during the onset of
CoVID-19 pandemic; and (11) its loss-ITTaking positions during the period froiiT 2020 to
2022. Based on this and the recent financial conditions of the Group (i. e. its net current
liabilities position) as illustrated above, there appears 110 assurance that the Company
will pay dividend in the future

1.4. I, ,of 11stI'J, in^of offtlook of' the Gi. o11p

The Group stated ill its 2023 Annual Report that Club Med's global performance
had reached aiT all-time 1110/1 witli all three of its major regional niarkets of EMEA, the
Americas and Asia-Pacific having recovered to pre-pandemic levels in FY2023. As the
tourisiiT industry enters a new cycle, the Group expects global tourism market to
continue its strong recovery 11Tomentum in FY2024 and forecast similar trend for' its
Allantis Sanya operations in the PRC

We havc conducted independent researcli and ITave 11Tade references to two
researclT reports issued by CBRE Research titled "2024 Global Hotels Outlook" dated
Marcli 2024 ("March CBRE Reports") and "2024 Global Hotels Midyear Outlook"
dated October 2024 ("October CBRE Reports"). CBRE ResearclT is part of CBRE
Group, Inc \vhicli is listed on the New York Stock Exchanoe and according to its
annual report, CBRE Group, Inc is the world's largest conTmercial real estate services
and investnients finiT. h nTaintains an extensive research and data platform and count
nearly 90V" of Fortune 100 companies and many of the world's iai'gest Institutional
real estate investors as its clients. We noted that CBRE Research regularly Issues
Inarket reports o1T global and regional Inarkets for conTprehensive range of property
types including office, residential. hotels, industrial and logistics as well as retail, and
their findings and forecasts are quoted by news media.

We observed that the Group's expectations on the outlook of FY2024 \\, ere
generally 11} line \\litli findings and forecasts of the March CBRE Rcports. CBRE
Researcli expects Europe's domestic and short-haul leisurc travel to be the primary
drivers of ITotel demand with tailwinds from a rise in international long-haul leisure
travel froi\T Asia. h however expects Revenue per available Tooln ("RevPAR") growth



to decelerate to 111glT single-digit rate, returning to 11Tore I}ormalised levels. For Asia
Pacific 11Tarkets, it expects international tourisiii arrivals should reacli 20191evels by
end of 2024 as airline capacity progressiveIy recovers. WitlT average daily rates
("ADRs") cxpected to normalise, revenue growtli would be driven by occupancy
growth for well-managed assets if operatoi's can demonstrate flexibility to capital isc on
the LIPSwing. For the Mexico 11}arket, be acli resorts can cxpect to sce above-average
hotel occupancy and for Caribbean Il}arkets, glowtli over the course of 2024 and
beyond will be backed by a contii}ticd influx of tourists from the Us and Iin}ited new
supply

The subsequent October CBRE Reports updated that the Europe Inarket was
poised for' continued expansion albeit at a more moderate pace than in recent years
amidst softening Us demand. CBRE Researcli expects luxury and resort locations to
outperform other segnients. Meanwhile, it stated that hotel markets in Asia Pacific
recorded year-on-year RevPAR growth during the first half of 2024 cxcept for the
Maldives. The Mexico and Caribbean Inarkets had generally performcd in line with
expectations, witli Mexico being all outstanding market

For our independent ICsearcli on China's tourism Inarket, we nave referred to
reports issued by the China TOUTisni ACadeiiTy, whiclT is an institution established in
2008 directly affiliated willT the China National Tourism Administratioi\ (+^/\tit;!;
fuji*11:11.6<n<;^);I) witli a focus on studies of China's tourisnT industry. The China
Tourism ACade111y reported ill NovellTber 2024 that it is optiiTTistic willI inbound
tourisiii where it expects the ITUinber of inbound IOUi'1sts to recover to above 90Vu of
the level achieved pre-CoVID 19 pandeiiiic in 2019. This was driven by visa-free entry,
payment facilitation policies for visiting China, and the increasingly abundant
information about traveling to China availablc on social niedia. Looking ahead, the
report suggests that the developllient environiiTent foi' inbound tourisiiT is both
complex and positive. Factors Include the Increasing complexity of the global economy
and geopolitics, the continuous 11nprovement of shared living spaces for tourists and
locals, China's flirther opening-up efforts, and the integration and reconstruction of
the tourisiiT industry ecosystem

11T suminary, OUT independent researcli shows that global tourisin in Europe, Asia
Pacific and the Americas is on tienerally track for further growth, and this will benefit
the Group's Club Med global operations. The exceptional recovery growth post
CoVID-19 pandemic is nowever normalisin a and improvements in key parameters
sucli as RevPAR and ADRS Inay decelerate. Meanwhile Club Med's China operations
and AtIantis Sanya nTay benefit from robust doInesiic tourisin but may have to
Inaintain pricing flexibility in the face of conipetition. \\, eak local consumptioi} and
generally cautious econonTic environnTcnt. The Group's China operations nTay also be
boosted by continued improvement of inbound tourist arrivals althougl} tiirline
capacity I}lay pose a 11nTit. Overall, we believe the stable trend witl} lingering risks of
geopolitical uncertaintics and economic slowdown may continue for the global tourism
Industry in the ITear ruturc.
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2. Company's intention with regard to the Group

As disclosed in the paragraplT headed "91ntentioii of the CollTpany willl regard to the
Group" set out ill "Part Vl Explanatory Memorandum" contained in the Scheme
Document, as at the Latest Practicablc Datc, it is the intention of the Company for the
Group to continue to carry on its existing business and the Company does not have any
plan to Inakc any nTatel'Ial change to : (a) the busincss of the Group (including any
redeployi}Tcnt of any fixed asset of the Group); or (b) the continued enTployinent of the
eniployees of the Group (other than ill the ordinary course of business)

3. Rationale of the Proposal

We have considered the rationale of the Proposal fronl the perspectives of the
Disinterested Shareholders as \\Iell as the Company as follow

3.1. F1.0, ,, the PCI. specti"e of thc Disi"tel. ested SII"I. eholdei. s

OPPOi'11/11iiies 10 led/Ile 1111"31/11eiii 111 ille Collipdiii' at pieiiiii!111 10 pierrri1^71g Jimi'kei
pi. !ce

The CancellatioiT Price is at substantial premiuiTT to recent Inarket trading
price of Shares as analysed in the section lieaded "4.1. Historical price
perforinance of the Shares" below. Per our analysis o11 historical price trend, it
is noted that the Share price has not reached the level of the Cancellation Price
during the entire Review Period (as defined below), and that it represents a
substantial premium of approximately 70.7V, over the average closing prices of
the Shares during the Review Period. Subsequent to the publication of the
Announcenient and Lip to the Latest Practicable Date, the closing prices of the
Shares had remained at levels below the Cancellation Price

As a niatter of fact, despite industry-wide recovery and the Group having
recorded positive financial perforinaiTce in FY2023 and IH2024, the Share price
performance ITas TenTained sluggish. The recent ITike in Share price occui's only
after the publication of the Announceinent and we believe that the current market
trading prices of Shares are 11ndei'pinned by the presence of the Proposal and the
absence or lapse of the Proposal may cause price of the Shares to retreat to levels
before the Announcement. Therefore, we concur with the Mariauement that the
Proposal offers Disinterested Shareholders a reasonable opportunity to sell their
Shares at a premiuin to prevailing nTarket price

OPPoi'1111/1/1tJ 10 IC(illse nines 1111eiii ill Inc Collipuii\' legdi'd/ess o1 shineliolchiig size

The Coinpany pointcd out that the trading liquidity of the Shales has bccn
low, makino it difficult for Scheme Shareholders to execute substantial on-market

disposals without adversely affccting the price of Ihc Shares

- 14



PCr OUT analysis on the trading Iiqu!dity of the Shares as discussed in the
section hcaded "4.2. Trading liquidity of the Shares" below, we note that the
trading activities in Shares wei'e generally 1111quid ovcr the Rcview PCriod and thc
Disinterested Shareholders Inay experience difficulty iiT disposino of their Shares.
and any sale of a significant number of Shares o11 the market Inay result in
downward pressure on the ITTarket price of Shares

In this respcct, we concur that the Proposal represents all opportunity for the
Disinterested Shareholders to realise their investnTents in the Coinpany willI the
certainty of return. We noticed substantial increase ill trading liquidity for a
couple of days before and after the Announceinent. We believe such relatively
higlT volume was similarly triggered by presence of the Proposal and niay not be
sustainable in the absence of the Proposal

Noi'111dl!\at1011 of I'ecoi'eii' gi'o11'111 of g/obd/ 101{1'1'sill 1'11di{SII'I' Jim\, I'es!1/1 ill Idc/< of
1/11peli{., 101' Shdi'e PI'it'c illci'errse

As described in the section lieaded "1.41ndustry and outlook of the Group"
above, the strong recovery of the global tourisni industry post CoVID-19
pandemic is noriiialising. This stable trend \\lith 11noering risks of geopolitical
uncertainties and econoinic slowdown may continue in the near future. If this
persists, the Industry as a whole and the Group nTay lack significant positive news
which create impetus for' Share price to increase beyond the Cancellation Price

3.2. F1'on, the pel'specti"e o1' the Coll, p",, y

F1e. whiffi\, ill 1011/11/1(11/11g 1011g 1,111i Jiltilegi'c deci'.,!'oils dii(/ o1, old 1/1e cosis
inTQCidied 11'111i Jimiiii(11'111iig n lilyiiiig phil/o1'111

The Management believed that the depresscd price level and low trading
activities of the Shares 11as 11nTited the Company's ability to conduct equity
financing to support its business operation and developinent. In fact, we ITote that
the Company has not conducted any equity capital ftind raising since its listing on
14 December 2018

We concur that giveiT one of the priiiiary objectives of a listed platforlIT is
public equity f11nd raising; witl\ such ability curtailed, the costs associated with
maintaining the listing status of the Company Inay 110 longer be justifiable. Upon
completion of the Proposal, the Company can expect to substantially reduce the
administrative costs and Inariageinent resources to be conTilTilted ill maintaining
its listing status and compliance witlT regulatory requirements

11T addition, we note that it is thc Group's strategic direction to transition to
an assct-light operatioiT and to continue to in VCst and focus ill its core business
As a private company without having to nTanagc short ternT public investor
expectations, the Company will have 1110re flexibility in implementing these
long-tel'nT strategies ill a ITTore cost-efficient I}lanner



4. The Cancellation Price

Thc Can CGIlatioii Price of HKS7.80 represents

(a) a prenTium of approximately 4.84Vo over the closing price of HKS7.44 per Share
as quoted o11 the Stock EXchange o117 February 2025, being the Latest Practicablc
Date;

(b) a premium of approximately 95.00Vo over the closing price of HKS4.00 per Share
as quoted o11 tlTe Stock EXchange o11 26 November 2024, bcing the Last Trading
Date;

(c) a preniium of approxiiiTately 110.81Vo over the closing price of HKS3.70 per Share
as quoted on the Stock EXchange o11 25 Novelnber 2024, being the trading day
immediately prior to the Last Trading Date;

(d) a prenTiuii\ of approxiniately 112.07Vo ova' the average closing price of c
HKS3.68 per Share as quoted on the Stock EXchange for the five trading days up
to and includino the Last Trading Date;

(e) a preniiuin of approximately 111.19Vo ova' the average closing price of c
HKS3.69 per Share as quoted on the Stock EXchange for the 30 trading days up to
and includinu the Last Trading Date:

(1) a premiunT of approximately 110.30V" over the average closing price of c
HKS3.71 per Share as quoted o11 the Stock EXchange for the 60 trading days up to
and including the Last Trading Date;

(g) a premium of approximately 112.47Vo over the avcrage closing price of c
HKS3.67 per Share as quoted on the Stock EXchange for the 90 trading days up to
ai}d including the Last Trading Date;

(h) a premiunT of approximately 107.01V, over the average closing price of c
HKS3.77 per Share as quoted on the Stock EXchange for the 180 tradino days up
to and including the Last Tradino Date;

(1) a preinium of approximately 247.63 Vo to the 11naudited coiTsolidated equity
attributable to Shaleholders per Share of HKS2.24 as at 30 June 2024 (based on
all eXchange rate of HKS1.0 = RMB0.9237);

(1) a premiunT of approximately 290.38V, to the audited consolidated equity
attributable to Shareholders Share of HKS2.00 as at 31 December 2023per

(based o1T an eXchange rate of HKS1.0 - RMB0.9237); and

(k) a discount of approximately 27.41V, to the Adjusted NAV of HKS10.74.
calculated based on the 11naudited adjusted ITet asset value at ITibutable to the

ofGroup of RMB12,425,338,000 (based eXchange rateon an

HKS1.0=RMB0.9294. as extracted from Bloomberg as at 30 June 2024)



The premiums of the Cancellation Price over the closing price o11 Last Trading Date
and various closing price averages froiii (c) to (h) above appeal' substantial. While we
considei' analysis of privatisation precedents not directly leievant for the reasons explained
in the section "5. Privatisation precedents" below, for Illustrative purposes for example, we
note that of the 14 successftil privatisation transactions whicli scheme documents werc
issued 111 2024, the premium of their cancellation prices over their last trading date prices
had ranged from nil to 162.8Vo willT tuT averaoe of 52.6Vo and 11Tedian of 32.0Vo. Only three
transactions out of 1411ad relevant premiums which were hiuher than the 95.0V, recorded in
(b) above.

We ITote that after taking into account the valuation of the Group's property interests
as at 30 November 2024, the Cancellation Price represents a discount of approximately
27.49'" to the Adjusted NAV. We understand that these properties being revalued primarily
represent the Group's resorts and ITotels for operational purposes. As stated 11T the SchenTe
Document, there is no intention for the Company to make any nTatei'iai change, among
other things, to the business of the Group (including any redeploynTent of ai}y fixed asset of
the Group) as at the Latest Practicable Date. For this reason, thc aforcsaid valuation which
reflects the value if the property interests were sold in the nTarket on the date of valuation is
not fully and directly applicablc when considering the Cancellatioi} Price and we are of the
view that the aforesaid 27.4Vo discount to the Adjusted NAV is acceptable

4.1. Histoi. ic"I PI. ice peljbi. ,,,""ce of' the SII"I. es

Set out below is a chart illustrating the historical closing prices of the Shares as
quoted on the Stock EXchange during the period coinmencing from 24 November 2023
to the Last Trading Date ("Pre-Announcement Period"), and subsequently Lip to and
including the Latest Practicable Datc ("Post-Announcement Period") (collectively, the
"Review Period"). We consider a period of approximately one year is adequate and
representative to illustrate the recent price nToveiiTents of the Shares \vhiclT reflect (1)
market and investors' reaction towards the latest developiiTents of the Group,
including its finalTclal performance and position, outlook and prospects: and (11)
prevailing 11Tarket sentiment. We are of the vie\\, that this allows us to conduct a
nieaningful coniparisoii between these closing prices of the Shares and the Cancellation
Price
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During the Review Period, the highest and lowest closing prices of the Shares were
HK$7.44 per share recorded on 7 February 2025, and HK$3.13 per Share recorded on
16 September 2024 respectively. The average daily closing price per Share over the
Review Period was approximately HK$4.57 per Share. The Cancellation Price, being
HK$7.80 per Scheme Share, represents a substantial premium of approximately 70.7' o
over such average of closing prices.

As illustrated in the graph above, the Cancellation Price is higher than the closing
prices of the Shares during the entire Review Period. During the Pre-Announcement
Period, the Cancellation Price represents substantial premiums ranging from
approximately 28.9% to 149.2% over the closing prices of the Shares. From end
November 2023 to in Id-April2024, the closing prices of the Shares were in general on a
downward trend and reached alow of HKS3.16 per Share on 19 April2024, despite the
Company having announced profit alert for FY2023 on I February 2024 and published
its annual results announcement on 14 March 2024. Thereafter, the closing prices of
the Shares rebounded and reached HKS4.70 per Share on 21 May 2024. However, this
did not sustain for long as the Share closing price then dropped to HK$3.60 per Share
on 13 June 2024. Between 14 June 2024 and 25 September 2024, the closing prices of
the Shares had traded between HK$3.13 per Share to HK$4.01 per Share and recorded
its lowest at HK$3.13 per Share on 16 September 2024. During the aforementioned
period, the Company announced profit alert for IH2024 on 22 July 2024 and published
its interim results announcement on 22 August 2024. The Share closing price then
surged to HKS5.05 per Share on 7 October 2024. We note that this upward price
movement is in line with the overall market performance as evidenced by the Hang
Seng Index, which increased significantly from 19,129 as at 25 September 2024 to
23,100 as at 7 October 2024. However, the Share closing price declined shortly to
HKS3.47 per Share on 17 October 2024 and remained as such until the Last Trading
Date, which closed at HKS4.00 per Share.
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During the Post-Announcement Period, and when the trading of the Shares
resuined at 9 : 00 allT. o11 11 DeceiiTbe^ 2024 following the publication of the
Announcemcnt in IClatioii to Ihc Proposal, the Scliemc and the Share Incentive
Proposal, the Share closing price surgcd substantially to ICvels close to the
Cancellation Price. As at the Latest Practicable Date, the Share price closed at
HKS7.44 per Share. We are of the view that the current Share prices are \In derpinned
by the presence of the Proposal and the absence or lapse of the Proposal nTay cause
price of the Shares to Tetrcat to levels before the AnnounceiTTent

Overall, considering the CancellatioiT Price is 111gher than the CIOsino prices of the
Shares during the entire Review Period, and that it represents a substantial premium of
approxiiTTately 70.7Vo ova' the average of closing prices of the Shares during the
Review Period. we are of the vie\\, that the Cancellation Price is fair and reasonable

fronT the point of view of the illstorical trading price of the Shares

4.2. 71. "ding Iiq"idifj, of the SII"I. es

Set out below is Ihc average daily trading volunle of the Shares on a Inonthly basis
and the respective percentage of the average daily trading volunie of the Shares as
conipared to the total nulliber of issued Shares and Shares held by the Disinterested
Shareholders during the Review Period.

Month

2023

November

(from 24 November)
December

2024

January
February
March

April
May
June

Number of

trading days

Approximate
V" of average
daily trading

volume to

total number

of issued

Shares as at

tile relevant

month end

Average
daily trading

volume

"''thth, ,. ,f
Shin. CS)

Approximate
% of average
daily trading

volume to

total number

of issued

Shares held

by the
Disinterested

Shareholders

>

19

498,850

710,202

00

19

20

20

21

19

799,398

665,221

1,756,061

1,980,635

2,963,017

1,142,365

0,040%

0.057 V"

0,064V"

0.054%

0.141 V"

0.159 %

0.238 V,

0,092V,

O. 195 V,

O. 2789',

O. 313 %

0.261 V,

0.688 V.

0.776V"

1.161V"

0.448 %



Month

July
August
September
October

November (up to the Last
Trading Date)"'",,!

December

(froin 11 December)"'""'

Number of

trading days

2025

January
February (up to the Latest

Practicable Date)

Approximate
V" of average
daily trading

volume to

total number

of issued

Shares as at

the relevant

month end

Average
daily trading

volume

11/11nibei' of
Slim'CSJ

Approximate
% of average
daily trading

volume to

total number

of issued

Shares held

by the
Disinterested

Shareholders

00

00

19

21

Soil! t c. Inc 11 cbri!,, o1' Ihc Slot A' E. \, 11,111gc I 11'11 11 ./Ik, \. ( o111. hk/

Tile Shares were suspcnded for trading from 9 : 00 a. in. o11 27 Novembei' 2024 109 : 00 am
o11 I I Deceiiiber 2024

1,143,086

815,003

1,468,511

2,098,383

Noi,

As illustrated in the above table, the percentaoe of average daily tradino volume
to (1) the total number of issued Shares: and (Ii) the total number of Shares held by the
Disinterested Shareholders, ranged froiiT approximately 0.040V. to approximately
0.621V. and approximately 0.195V" to approximately 3.026V, rcspectively. The average
dally trading volume of thc Shares during the Pre-Announcement Period was
approximately 1,475,984 Shares, representing approxiinately 0.119Vo of the total
nui}Tber of issued Shares and approximately 0,579Vo of the total I}uniber of Shares lield
by the Disinterested Shareholders as at the Last Trading Date

We note that the trading volume of Shares increased after the publication of thc
Announcement where during the Post-Announcement Period, the avera DC daily trading
volumc of Shares amounted to approximately 3,561,462 Shares, representing
approximately 0,286Vo of the total number of issued Shares and approximately
1.395V" of the total number of Shares held by the Disinterested Shareholders as at the

18

13

2,480,333

0,092%

0,066V,

0.118 V,

0.169 V,

7,722,948

19

5

1,408,773

0,199%

0.448 V"

O. 319V,

O. 5759',

O. 822V"

921,816

0.62i %

0.113%

0,972 %

0,074V,

3,026%

O. 552V,

0.361 V,
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Latest Practicable Date. h can be concluded that the presence of thc Proposal has
spurrcd tradinu activities ill the Shares whicli otherwise had beeiT aenerally 1111quid
during the Pre-Announcemcnt Period

In the absencc of the Proposal, Disinterested Shareholdcrs will only be able to
disposc of their Shares on-market to realise their investIn Grit in the CoinpaiTy
Considering the IhiiT trading voluiiTe of Shares during the Pre-Announceinent Period,
Disinterested Shareholders ITTay experience difficulty in disposino of their Shares, and
any sale of a significant number of the Shares on thc 11Tarket may result in downward
pressure on the Inarket price of Shares

4.3. Con, p"I. "ble """I. ysis

Coinparable analysis involves deter11Tining the relative value of a coinpany by
comparing it to other companies in the similar industries and of sinTilar scale

To assess the fairness and reasonableness of the Cancellation Price. we have

perfornied analysis on the price-to-earnings ratio (the "PIE Ratio(s)"), being a
common parameter in assessing a company's value, of companies whicli are listed on
the Stock EXchange and are engaged ill sinTilar business of the Group for coniparison
purpose (the "Coinparable(s)"). In addition, we have also made reference to the
price-to-book ratio (the "FIB Ratio(s)") of the Coinparables, being another coiniiTonly
used valuation yardstick for analysis.

We have set the followino selectioiT criteria for the purpose of identifying
Coinparables

(1) company whose shares are listed on the Main Board of the Stock EXchange
and were not being suspended froin trading as at the Latest Practicable Date;

(11) over 80V, of its latest financial year revenue was derived froiiT the operation
of resorts andjor hotels willI international presence; and

(111) of coinparable operating scale to Ihc Group with latest financial year revenue
ranging from RMB5 billion to RMB35 billion (the Group's rcvenue in
FY2023 was approximately RMB17.2 billion)

Based o11 the above criteria. we have identified one Coinparable only, be intr
Shangri-La Asia Ltd. , which we believe is cxhaustive based on those selection criteria
above

Given the sillall sample size of Con}parable identified which may have illTposed
limitations on the generality of our niarket coinparable analysis, the Information set
out below is for the Disinterested Shareholders' information only and wc have not put
emphasis on this analysis when arriving at our conclusion and rccommendations
regarding the Proposal and the Scheme.
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Stuck

code

Our relevant findings are suminariscd ill the following table

Company nam"

69 Sh"n, 11-L. I

Asi;! Lid

Principal business

Sh"rigri-L:I Asi;I Liiii!led is principal 11.

cng"gcd in 1101cl DPCr"lion. Holel

ownersliip scgiiicnt is engaged in 1101cl

openiiion in Hong Kong. M, in innd

China. Sing"pore and Mall"\51n. ;Imong
others Property Tenji!15 \cgnicii! 15
cng"gcd in Ihc 1,151ng of urucc

proper 11cs. cumincrci;11 proper lies jind

serviced uriar!incnis. Hotel nian"gemcni
scgmcnl is cngagcd in Ihc provision of

1101cl initn, Igcmcn! scrviccs Properly
sales scgmcni 15 cngagcd in Ihc sitlcs of

properlies. Thc coinp"my 15 illso engaged
in o1hcr bus!I^CSScs. 511cli as wine iruding

Jnd DPCr;1110/1 o1 golf collrscs. Thc 1101cls

under 111c Company includc ShJngri-L"

and Huic1 11n. .jin. rig o1hcrs

\larkei

capitalisation"I
inks 1111/11"!11

1992 The Conipan!""'

Nct

profit!:,
IHKS

milli"!11

19,398

Soili't e. ' 7/1e lieb\11, o1 Ih, , Slot It FA', fin, IRC I 11 11 11'. flitc\. '01/1. h/tI

Net assct

\ alue!,!

IHKS

1111/11,111

Noic,

I. 432

(1)

PIE
Ratio

fillii, ,!

Mai'ket capitalis at 101T is calculaicd based o11 the share closing price limes Ihe total numbei' of
shares in issue as ill 111e Latest Piaciicablc Date. Wliei'e applicable. for illusti'alive pulpose. (1)
UsD has been translated into RMB willI excliange late or Us01.0 = RMB7.185: and (11)
RMB 11as been 11'an slated into HKS willI eXchange late of HKS1.0 = RMB0.9237 (being the
same eXchange Tale as set out in "Part I - DeniTiiions" or the Scheme Document)

The net profit alli'Ibutable to shareholders or the Coinparable is exii'acted Ironi its latest
published annual results annou ricemeiii/I'epoi'I prior 10 Ihc Latest Practicable Date. where
applicable. for illusirative purpose. (i) UsD 11as bccn translated into RMB willI exchangc rate
or Us01.0 = RMB7.185: tind (ii) RMB 11as been translated in10 HKS \\, jilt eXchange rate or
HKS1.0 = RMB0.9237 (bellig the same eXchange rate as set out ill "Paril - Definitions" or
tile Sclieiite Docuiitent)

Tlie liet asset \, alue allribuiable 10 shaleliolders or the Coinparable is extracted From its latest
published annual^Intel'11n results announcement!I'epoi'I prior 10 Ihe Latest Practicable Dale
Where tipplicable. for illusiraiive pulpose. (1) UsD 11as been translated in10 RMB \\, ith
eXchange I'ate or Us01.0 = RMB7.185: and (ii) RMB 11as bcen Iranslaied into HKS with

eXchangei'ate orHKS1.0 = RMB0.9237 (bcingihe same eXchange rate as set outiii"Partl-
Definitions" of the Scheme Document)

PI'E Ratio or the Coinparable is calculated hascd o11 iis market capitalisation as described in
note I above and divided by its net pioni as described in note 2 jibove

PiB Ratio of the Coinparable is calculatcd based o11 its mai'kei capitalisation as desci'Ibed in
note I above and divided by its liet asset value as described in note 3 above
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(6) Tile Implied Inarkei capitalisation or Ihe Company is calculated based on 111e Cancellation
PI'ice and 1,244,768.113 isSIIed Shares. Tlie implied PIE Ratio of tile Company is calculated
based o11 tile implied Inarkei capitalisation and divided by the Gi'oup's net profit allribuiablc
10 equity 1101dei's or Ihe Company in FY2023. Tile implied PIB Railo of the Coinpany is
calculated based o11 the implied Inarket capitalis allon. divided by the Group's net asset value
allributable 10 equity holders as at 30 June 2024

(7) This 11.1 assei \, alue of the Group I'epi'escnis its conso!Idiited net asset \, alue allributab!e to
Shaleholdei's as at 30 June 2024 and adjusted \\, 11h Ickrcnce to 111e valuation of the Group's
properly 1111eresis as at 30 NovellTbei' 2024. funliei' details of \vliicli ale set out in Appendix IV
to Ihe Scheme Document. This implied "B Ratio of the Company is calculated based on the
implied market capitalisation as described ill note 6 above. divided by the abovementioned
adjusted net asset value of the Group (tile "Adjusted Implied PIB Ratio")

As shown ill the above table, froin a PIE Ratio perspective, the valuation of the
Company based o1T the implied market capitalisation arrived at LISing the Cancellation
Price and the Group's net profit translates into an implied PIE Ratio of approxinTately
29.19 tinTes. This is significantly 111ghe^ than the ConTparable's PIE Ratio of
approximately 13.54 times.

FroiiT a FIB Ratio perspective, the valuation of the Company based on the implied
11Tarket capitalisation arrived at LISing the CancellatioiT Price and the Group's ITet asset
value translates into all implied PIB Ratio of approxiinately 3.48 times. This is also
significantly higher than the Con\parable's PIB Ratio of approximately 0.48 timcs. We
note that after taking into account the valuation of the Group's property interests as at
30 November 2024, the Adjusted Implied PIB Ratio of appi'oximately 0.72 times
TellTains higher than the Coinparable's PIB Ratio

5. Privatisation precedents

it is disclosed in the sectioiT lieaded "2. Terms of the Proposal" set out in "Part Vl -
Explanatory MenToranduin" of the Scheme Document that the Canccllation Price 11as been
deternTincd, among others, with reference to other privatisation transactions ill Hong Kong
in recent years. FronT our perspective in this case, past privatisation transactions of
companies listed on the Stock EXchange are less of a reference for assessing the fail'ness and
reasonableness of the Cancellation Price consider Ina these con\panics are from different
industries, whiclT therefore have different itTarket fundainentals and prospects coinpared to
those faced by the Group at this momcnt. 111 addition, the fact that past privatisation
transactions were conducted at periods of diffei'ent economic, industry and financial 11Tarket
cycles, and depending on the outlook at that point in time, \\, 111 result in different
considerations for their ^CSpective shareholders at that time. There are also \, ariations in
ternTs of scale of operations, financial perfornTance and position as \\Iell as trading prospects
and lience difference ill risk preiniunTs affordcd by the market. Accordingly, we consider
that the analysis 11} other sections in this letter to be In ore relevant for the Disinterested
Shareholders to make aiT infornTed assessiiTent on thc fairness and reasonablcness of the

Cancellation Price.



6. The Share Incentive Proposal

As at the Latest Practicable Date, therc werc 56,879,819 outstanding Share Incentives,
comprising

(a) 48,177,874 Share Options, including

(1) 25,169,374 Pre-IPO Share Options, including

(A) 21,169,374 Vested Pre-IPO Share Options, eacli giving holders the right
to subscribe for one new Share per Pre-IPO Share Option at an exercise
price of HKS8.43 per Pre-IPO Share O tioiT or HKS15.60 per Pre-IPO
Share Option; and

(B) 4,000,000 Unvested Pre-IPO Share Options, eaclT giving holders the
contingent right upon vesting to subscribe for one new Share per
Pre-IPO Share Option at an exercise price of HKS8.43 per Pre-IPO

(Ii) 13,402,000 2019 Share Options, including

Share Option;

(A) 7,483,000 Vested 2019 Share Options, eacli giving ITolders the right to
subscribe for one new Share pel' 2019 Share Option at the relevant
exercisc price. which ranges from HKS8.37 to HKS11.70 per 2019 Share
Option; and

(B) 5,919,000 Unvested 2019 Sharc Options, eacli giving 1101ders the
contingent right Lipoil vesting to subscribe for one new Share per 2019
Share Option at the exercise price, which ranges froin HKS8.37 to

(111) 9,606,500 2024 Share Options, all of which are 11nvested and eacli giving
holders the contingent Tight Lipon vesting to subscribe for one ITew Share per
2024 Share Option at the exercise price of HKS4.30 per 2024 Share Option;

HKS11.70 per 2019 Share Option; and

(b) 8,701,945 Share Units, including

and

(1) 2,898,9452019 Share Units, all of which are unvcsted and each giving holdcrs
the contingent right upon vesting to receive one new Share per 2019 Share
Unit at no consideration; and

(11) 5,803,000 2024 Sharc Units. all of which ale tinvesied and cacli givii}g holdcrs
the contingent riglit Lipoii vesting to receive one new Share per 2024 Share
Unit at ITo consideration

The Company will Inake all appropriate offCT to the Share Incentive Holders in
accordance willT Rule 13 of the Takeovers Code. Details of the Share Incentive Proposal for
cancellatioi} of eacli Share Optioil and Shai. e Unit are set out below
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Vested Option Proposal
(1) 21,169,374 Vested Pre-IPO

Share Options
(11) 7,483,000 Vested 2019 Share

Options

Unvcsted Share incentive Proposal
(1) 4,000,000 Unvested Pie-IPO

Share Options
(11) 5,919,000 Unvested 2019 Share

Options

(11i) 9,606,500 Unvested 2024 Share
Options

Exercise price(s)

HKS8.43 or

HKS15.60

HKS8.37, HKS9.37,
HKS10.69 or

HKS11.70

(Iv) 2,898,945 Unvested 2019 Share
Units

Cancellation price

HKS8.37, HKS9.37,
HKS10.69 or

HKS1 1.70

HKS4.30

HKS8.43

HKS0.0001

(v) 5,803,000 Unvested 2024 Share
Units

HKS0.0001

WC ITote that the cancellation price for each Share Option and Share Unit under the
Share Inccntive Proposal 11as beei} calculated ill contpliance with Rule 13 of the Takeovers
Code, \\, here eacli cancellation price represents the "see-through" price, being (1) the
difference betweei} the Cancellation Price and the exercise price for eaclT Share Option; or
(11) the Cancellation Price in the case of Share Unit

HKS0.0001

HKS3.50
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HKS0.0001

Based on the Cancellation Price of HKS7.80 per Scheme Share, Share Options with
exercise price of HKS4.30 per Share were offered a see-throuoh price of HKS3.50 per Share
Option, being the Cancellation Price nTinus the aforesaid cxercise pricc: \\, hile the TenTaining

nil

nil

- 25 -



Shatc Options willT exercise prices exceeding the CalTcellatioii Price \\, erc offered a nominal
ailIOUnt of HKS0.0001 for every Share Option. For Share Units. the Cancellation Price of
HKS7.80 per Share Unit were offered

As the cancellation price for eacli Share Option and Share Unit was based on the
CancellatioiT Price of HKS7.80 per Scheme Share, which was offered to all the Disinterested
Shareholders, we are of the view that the see-IhrouglT basis is fair and rcasonable. Further,
as we consider that tile Cancellation Price to be fair and reasonable as ftirther elaborated in

other sections in this letter, eacli see-through price (which is based o11 the Cancellation
PI'ice) is also considcred fair and reasonable so far as the Sharc Incentive Holders are
concerned

7. Special Deal Relating to the Controlling Shareholders Rollover Arrangement

As at the Latest Practicable Date, the Controlling Shareholders 1101d 987,339,132
Shares. representing approxiinately 79.32Vn if the issued share capital of the Conipany

PUTSuant to the Proposal, the Company proposes that the Controlling Shai'eholders
will retain their shareholding, i. e. the Controlling Shareholders remain as Shareholders
after the Scheme becomes effective so that, subject to the exercise or vesting of Share
incentives which are not cancelled PUTSuant to the Share incentive Proposal, the CollTpany
will become wholly-owned by the Controlling Shareholders. Accordingly, the Shares held
by the Controllino Shareholders will not for11T part of the Schcme Shares

As the Controlling Shareholders Rollover Airanoement is not offered to all
Shareholders, it constitutes a special deal and rcquires the consent of the Executive 11nder
Rule 25 of the Takeovers Code. The Company has made an application to the Executive on
30 December 2024 to obtain the Executive's consent to the Controllino Shareholders

Rollover Arrangement, subject to (a) the Independent Financial Adviser confirming that
the terms of the Controlling Shareholders Rollover ATranoeinent are fair and reasonable;
and (b) the passing of an ordinary resolution by the Disinterested Shareholders at the EGM
to approve the ternis of the Controlling Shareholders Rollover ArrangeiiTent

The grant of consent fronT the Executive in respect of the Controlling Shareholders
Rollover Arrangement is a condition to thc Proposal, as detailed 11T the parauraplT headed
"3. Conditions of the Ploposal and the Scheme" set out in "Part Vl Explanatory
Memorandum" of the Scheme Document

We ITote that the Controlling Shareholders have been instrunTental ill settino Lip and
supporting the operations and businesses of the Group since the incorporation of the
Conipaiiy. We therefore consider that it is reasonable for the Controlling Shareholders to
remain as the only shareholders of thc CoiTTpany after the Scheiiie be conTes effective as this
is the fundaniental basis of the Proposal. As such, we are of the view that the special deal
relating to the Controlling Shareholders Rollover ArrangenTent is fair and reasonable.



RECO\IMENDATIONS

111 summary, \VC have considered the below factors and reasons ill atrivino at our
conclusion and recommendations regardino the Proposal and the Schemc

(a) Our analysis in Ihc section headed "1.2. Historical financial performance of the
Group" shows that the Group's revenue had grown between FY2022 and IH2024
underpinned by recovery of global tourisnT. but such growth is 1101'in alising
Profitability of the Group had in fact declined in IH2024.

(b) The Group's finalTclal position, while stable, had consistently recorded net current
liabilities as set out in the section lieaded "1.2. Historical financial performance of
the Group". Its financial health therefore depends on its ability to Inariage its
short-terni liquidity

(c) As detailed in the section lieaded "1.4. Industry and outlook of the Group", the
strong recovery of the global tourism industry post CoVID-19 pandeinic is
normalISIng. This stable trend will} lingering risks of OGOpolitica1 11ncertainties
and econonTic slowdown Inay continue 11T the near fliture. If this persists, the
industry as a whole and the Group may lack significant positive ITews which create
illTpetus for Share price to increase beyond the Cancellation Price

(d) As detailed in 11Te section headed "3. Rationale of the Proposal", the Proposal
enables the Disinterested Shareholders to receive immediate cash proceeds at a
substantial premiuiTT to the prevailing Inarket price amidst low trading liquidity of
the Shares; while froni the Company's perspective, the Lisef\11ness of a listed
platforin has dinTinished and the Proposal enables the Con\pany to have ITTore
flexibility 11T deploying and implementing its long-term strategies as a private
company

(e) The Cancellation Price represents a consistent prenTiun} over the closing prices of
the Shares during the Review Period and a prenTiunT to the net asset value of the
Shares as detailed in the section headed "4.1. Historical price performance of the
Shares". Althougli It represents a discount when compared to the Adjusted NAV
after taking into account the \Ialuatioii of the Group's property interests as at 30
November 2024, the aforesaid valuation whicli reflects the value if the property
interests were sold ill the ntarket on the date of valuation is I}ot fully and directly
applicable when considering the Cancellation Price and we are of the view that
such discount to the Adjusted NAV is acceptablc, as detailcd ill the section headed
"4. The Cancellation Price"
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(1) The trading volume of the Shares ITad heelT acnerally thin during the Revicw
Period as detailed ill the section ITcaded "4.2. Tradino Liquidity of the Shares" and
the SchenTe provides an opportunity for the Disinterested Shareholders to realisc
their Investment in the ConTpany for cash at the fixed CalTcellation Price
regardless of the number of Shares they 1101d without exerting downward pressure
o11 the 11Tarket price of the Shares

(g) As detailed in the section headed "6. The Share Incentive Proposal", as the
Cancellation Price and the see-Ihroug}T basis are considered to be fair and
reasonable, the Share Incentive Proposal is fair and reasonable so far as the Share
Incentive Holders are concerned

(h) The special deal relating to the Controlling Shareholders Rollover Arrangement
(as detailed in the section headed "7. The Controlling Shareholders Rollover
Arrangement") which Gritails the Controlling Shareholders reniaining as the only
shareholders of the Company after. the Schenle becomes effective is the
fundamental basis of the Proposal

Recommendation for the Disinterested Shareholders

In light of the above, we (1) are of the opinion that the Proposal, the Schenie, the Share
Incentive Proposal and the Controlling Shareholders Rollover ATranoement arc fair and
reasonable; and (ii) I. ecommend the Disinterested Shareholders to vote in favour of the
Scheine at the Court Meeting and the resolutions in connection witlT the illTplementation of
the Proposal and the Scheme at the EGM

Recommendation for the Share Incentive Holders

We are of the opinion that the Share Incentive Proposal is fair and reasonable so far as
the Share Incentive Holders are concerned. Accordingly, we recommend the Share Incentive
Holders to accept the Share Incentive Proposal

As different Scheme Shareholders and Share Incentive Holders would have different

investment criteria, objectives or risk appetite and profiles, we recommend any Disinterested
Shareholders and Share Incentive Holders who may require advice in relation to any aspect of
the Scheme Document, or as to the action(s) to be taken, to consult a licensed securities dealer,
bank manager, solicitor, professional accountant, tax adviser or other professional adviser.
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Disinterested Shareholders and Share Incentive Holders are reminded that they should
make their decisions to dispose of or retain their investments, having regard to their own
circumstances and investment objectives and are reminded to closely monitor the market price
and liquidity of the Company during the offer period, and they may consider selling their
Shares or exercising their Share Incentive(s) and selling the underlying Shares in the open
market, where possible, if the net proceeds (after deducting all transaction costs) exceed the
net amount to be received under the Proposal and the Share Incentive Proposal.
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