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CONTINUING CONNECTED TRANSACTIONS:

(1) 2021 MASTER TENANCY AGREEMENTS; AND
(2) 2021 MASTER COMPOSITE SERVICES AGREEMENTS

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent Board
Committee and the Independent Shareholders in respect of the 2021 MTA No. I, the 2021 MCSAs and
the transactions contemplated thereunder (including the respective annual caps thereof). Details of
which are set out in the "Letter from the Board" contained in the circular of the Company dated

9 December 2021 (the "Circular"). Terms used in this letter shall have the same meanings as those
defined in the Circular unless the context requires otherwise

9 December 2021
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The 2021 NITA No. I

On 29 October 2021. for the purpose of replacing the Existing Consolidated MTA ill order to

streamline the management of the lease ai'rangements in the future, the Company (for itself and on

behalf of its subsidiaries) (as tenant) entered into the 2021 itlastei' Tenancy Agreements. comprising

(i) 2021 MTA No. I made with Clifford Estates Panyu (for itself and on behalf of the other

property owners whicli are members of the Private Group) (as landlord); and

(ii) 2021 MTA No. 2 niade with Clifford Medical (for itself and on behalf of certain nienibers of

the WM Healthcare Group) (as landlord).

putsuanl to which the respective landloi'ds anTeed to lease certain properties 10 the Company. on and

subject 10 the respective terms and conditions contained therein. Eacli of 2021 MTA No. l and 2021

MTA No. 211as a term of three years commencing froni I January 2022 10 31 December 2024

The 2021 MCSAs

On 29 October 2021, for the purpose of renewing the transactions as provided under the existintr

2018 MCSA, the Company (for itself and on behalf of its subsidiaries) (as service providers) entered

into the 2021 MCSAs. comprising

(1) 2021 MCSA No. I niade with Clifford Estates PanyLi (for itself and on behalf of the other

members of the Private Gi'oup) and Clifford Xiaiihti Hotel (for itself and on behalf of the

other members of the WM Non-HC Group) (as receiving parties): and

(ii) 2021 MCSA No. 2 niade with Clifford Medical (for itself and on behalf of the other niembers

of the WM Healthcare Group) (as receiving parties).

PUTSuant to which the Group agi'eed to provide 10 the respective receiving parties for a terni of three

years ending 31 December 2024: (a) living services; (b) engineering and Inainienance services; and

(c) telecommunication services. on and subject to the respective terms and conditions contained therein

LISTING RULES INIPLICATIONS

The 2021 MTA No. I

Ms. We ridy Man is an executive Director. the chainiian of the Board and one of the controllinu

shareholdei's of the Company. and hence Ms. We ridy Man's associates are connected persons of tile

Coinpany under Rule I4A. 07 of the Listing Rules. As at the Latest Piacticable Dale, the ultimate

controlling shareholder of the Private Group (including Clifford Estates Pang, u) is Ms. We ridy Man's

Spouse. while that of the WM Healthcare Group (including Clifford Medical) is Ms. We ridy Man. As

such. boili the Private Gi'oup (including Clifford Estates Panyu) and the WM Healthcare Group

(including Clifford Medical) are associates of Ms. We ridy Man. and hence connected persons of the

Company under the Listing Rules
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The transactions contemplated under 2021 MTA No. I alld 2021 MTA No. 2 ale 1101 antireoated

under Rule 14A. 81 of the Listing Rules. for the reasons that (1) the locations of the properties leased

under 2021 MTA No. I and 2021 MTA No. 2 respectively are different; (11) the nature and uses of the

properties leased under tile two 2021 MTAs are different: and (iii) the properties leased under the 2021

MTAs are used as the Group's opel'ajinu or business outlets. offices o1' warehouses. whicli are in the

ordinary and lisual course of its existIna business. and hence will not lead to any involvement by the

Group in a new business activity

Foi' 2021 MTA No. I. as all of the applicable percentage I'alios (other than the profits I'allo) in

respect of the largest annual cap thereunder is niore than 5% (but less than 25%) and suclilargest an ITUal

capis nTore than HK$101nillion. the 2021 MTA No. I and the transactions contemplated thereunder are

subject 10 the I'epoi'ling. announcement, annual review and Independent Shareliolders ' approval

requirenients under Chapter 14A of the Listinu Rules

For 2021 MTA No. 2, as all of the applicable percentage I'alios (o1hei' than the pi'of its ratio) ill

respect of the only lease thereunder based on the \, alue of the riglit-of-use asset recognised by the Group

is less than 5% and is less than HK$3 million, the 2021 MTA No. 2 and the transactions colliemplated

tilereunder are the I'efore fully exempt from the reporting. announcement. annual review and Independent

Shaleholders' approval requirements under Chapters 14 and 14A of the Listino Rules. Considering the
relevance of 2021 MTA No. I and 2021 MTA No. 2 brief details of 2021 MTA No. 2 and the transactions

contemplated thereunder are also included in the Circular for the Shareholder's information

The 2021 MCSAs

As described above. both tile Private Group (includino Clifford Estates Panyu) and the WM

Healthcai'e Group (including Clifford Medical) are connected persons of the Company under the Listino

Rules. As foi' Clifford Xianhu Hotel and the WM Non-HC Group, the ultimate controlling shaleholder

of the WM Non-HC Group (including Clifford Xianhu Hotel) is Ms. We ridy Man. As such. the WM

Non-HC Group (includin" Clifford Xianhu Hotel) are also associates of Ms. We ridy Man. and hence

connected persons of the Company under the Listino Rules

Accordin o1y. the entering into of 111e 2021 MCSAs coilsiitutes continuin a coniiecied 11'an saciions

of the Company 11nder Chapter 14A of the Listing Rules

PUTSuant 10 Rule 14A. 81 of the Listino Rules. the transactions contemplated under 2021 MCSA

No. I and 2021 MCSA No. 2 are aggregated as ifihey were one transaction. on the basis that (i) both of

them involve the I, To vision of living services. engineering and niaintenance services by the Group. and

(ii) the respective receiving pal'ties, namely. 111e Private Group, the WM Non-HC Group and the WM

Healthcare Group. ale all connected persons (as defined under the Listing Rules). As niore than one of

the applicable percentage ratios (other than the profits ratio) ill respect of the aggregate amount of the

proposed annual caps 11nder the two 2021 MCSAs is In ore than 25% (but less than 75%) and the annual

consideration is more tlian HK$10 million. the 2021 MCSAs and the transactions contemplated

thereundei' (including tlie proposed annual caps thereof) are subject to the reporting. announcement.

annual review and Independent S hareholdei's ' approval requiremenis under the Listing Rules
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THE INDEPENDENT BOARD CONllv-11TTEE

The Independent Board Committee. comprising all of the INEDs, namely AIS. LAW Elizabeih.
Mr. HO Chain and Mr. MAK Pino Leuno. has been established to consider the 2021 MTA No. I. the

2021 MCSAs and the transactions contemplated thereunder (including the respective proposed annual

caps) and 10 give advice and recommendation 10 the independent Shareholders as to (1) whether the

continuing connected ti'an saciions contemplated under the 2021 MTA No. I and the 2021 MCSAs have

been conducted on normal commercial terms and are fair and reasonable. and the eniei'ing of the 2021

MTA No. I and the 2021 MCSAs is in the ordinary and usual course of business of the Company and in

the interests of the Company and its shareholders as a whole; (Ii) whether the proposed annual caps for

the continuing connected transactions contemplated under the 2021 MTA No. I andihe 2021 MCSAs are

fair and reasonable; and (111) now the independent Shareholdei's should \, o1e in respect of the resolutions

relaiin0 10 the 2021 MTA No. I, the 2021 MCSAs and the transactions colliemplated thereunder

(including the respective proposed annual caps) to be proposed at the ECM, taking into account the

recommendation of the Independent Financial Adviser

THE INDEPENDENT FINANCIAL ADVISER

As the Independent Financial Adviser 10 the Independent Board Committee and the Indepeildent

Shareholders. our role is 10 give an independent opinion to the Independent Boai'd Committee and the

Independent Snareholders on (1) whether the continuing connected transactions contemplated under the
2021 MTA No. I and tile 2021 MCSAs have been conducted o11 normal commercial Ierins and are fail

and reasonable, and the enterinn of each of the 2021 MTA No. I and the 2021 MCSAs is in the ordinary

and usual course of business of the Company and in the interests of the Company and its shareholders as

a whole; (ii) whether the proposed annual caps for the continuing connected transactions contemplated

under tile 2021 MTA No. I and the 2021 MCSAs are fair and reasonable; and (iii) how the Independent

Shareholders should votein respect of the resolutions Telatin010the 2021 MTA No. I. the 2021 MCSAs

and 111e transactions contemplated thereunder (including tile respective proposed annual caps) 10 be

proposed at the ECM

We have not acted as financial adviser ill relation to any transactions of the Company in the last

two years prior to the date of the Circular. PUTSuani10 Rule 13.84 of the Listino Rules. and given that

remuneration for onI' engagement to opine o11 the 2021 MTA No. I, the 2021 MCSAs and the

transactions contemplated thereunder (including the respective proposed annual caps) is at market level

and not conditional upon successful passing of the resolution(s) to be proposed at the EGM, and that our

engagement is o11 normal coiniiiercial ternis. \\, e are independent of and not associated with the

Company, its controlling shareholder(s) or connected person(s)

BASIS OF OUR ADVICE

In formulating our opinion. we have reviewed. amongst others, (1) the interinI report of the

Company for' the six 1110nths ended 30 June 2021 (the "interinI Report"); (11) Ihe annual repori of the

Company for tile year ended 31 December 2020 (the "Annual Report"): (Iii) the 2021 MTAs; (Iv) the
2021 MCSAs: and (v) other information as set out in the Circular
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\\/e have also I'elied on the slate merits, Inforlnation, opinions and repi'eseniations contained or

referred to in the Circular and/o1' 11rovided 10 us by the Company. the Directors and the Inariagement of

the Group (the "Managenlent"). We have assumed that all the statements, information, opinions and

representations for niatters relating to the Group contained or refei'red to in the Circular and/or provided

to us by the Company. the Directoi's and the Management were reasonably niade after due and careful

enquiry and were true. accui'ale and complete at the time they were niade and continued to be so as at

the dale of the Circular. The Directors collectively and individually accept full responsibility for such

statements. information. opinions and representations. including particulai's given in compliance with

the Listing Rules for the purpose of giving information with regards to the Group. The Directors, naving

made all reasonable enquiries, confirin that to the best of their knowledoe and belief, the information

contained ill the Circular is accurate and complete in all niaierial respects and not misleading or

deceptive. and there are no other facts the omission of which would Inake any statement in the Circulai

In isleading

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

are untrue. Inaccurate or nilsleading. nor are we aware of any material facts the omission of which

would render them untrue, InaccuTaie or 11Tisleadinu. We consider that we have been provided with, and

have reviewed. sufficient inforiiiation to Teach an informed view and provide a reasonable basis for our

opinion. We have 1101, however. conducted an independent invest10ation into the business. financial

conditions and affairs or fillure prospects of the Group

PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background information

1.1 Pri, ,cmul b"silless of the Gro, JP

The Group is principal Iy engaged in the provision of six Inaiii service segments: property

management services, renovation and fitting-out services. retail services, off-campus training

sel'vices, information technology services and ancillai}, living services (which consists of properly

agency sei'vices. employment placement agency services and laundry services)

1.2 WM He'llIhcare Gro, ,p Reorga"isniio, ,

h is expected tliat the continuing connected transactions contemplated under tile Existing

Consolidated MTA and the 2018 MCSA will continue beyond 31 December 2021. For further

details on the previous contiiiuiiig connected transactions with the Private Group and 111e then WM

Group. please refer to the Previously Published Documents

During 2020 and 2021. corporate reorgaiiisation took place ill respect of certain companies

which are 111embers of the then WM Gi'oup and members of the then Private Group. and which

principal Iy engage in the pi'ovision hospital/clinical. elderly and postpartum care services.

healthcare and related services ill the PRC. Upon completion of such reorganisation ("WM

Healthcare Group Reorganisation"). these coinpanies will be collie the subsidiaries of Clifford

Medical, and hence litembers of the WM Healthcare Group
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As a result of the WM Healthcare Group Reorganisation. the Company shall enter into the

2021 MTA No. I. the 2021 MTA No. 2. the 2021 MCSA No. I and the 2021 MCSA No. 2 sepal'alely

willI the Private Group. the WM Non-HC Gioup, and the WM Healthcare Group (100ether. the
"Connected Parties").

I. 3 Principal busi, ,esses o1 the Coll" eated Fallies

The Private Group is principal Iy engaged in the businesses of (among others) property

development, plopei'Iy investment. hotel investment and Inariagement and education in the PRC

lis ultimate controlliiig shareholder is Ms. We ridy Man's Spouse

The WM Non-HC Grouj) is principal Iy engaged ill the businesses of (among others) notel

operation and information technology in the PRC. Its ultimate controllino shareholder' is

Ms. We ridy Man

TITe WM Healthcare Group is principally engaged in the businesses of (among o1hei's) the

provision nospital/clinical. elderly and postpariuiiT care services. healthcare and I'elated services in

the PRC. Its ultimate controllino shareholder is Ms. We ridy Mall

2. Reasons for and benefits of the 2021 MTA No. I and the 2021 AlCSAs

2.1 2021 MTA No. I

The Group 11as been leasing certain properties froin the PI'Ivate Group (some niembers of

which will become members of the WM Healthcare Group as part of the WM Healthcare

Reorganisation in 2020 and 2021). and these properties have been used as the Group's operating or

business outlets, offices warehouses. etc. As advised by the Management. as at 30 Septembei

2021, being the latest practicable date for the purpose of this letter, the Group leased 34 piemises

from the Private Group and the WM Non-HC GIDup with an aooreoate Dross floor area of

appi'oximately 23,880 squai'e meters under the 2016 MTA (as supplemented by the 2017 & 2018

Supplemental MTAs)

As the Group's businesses have been carried out or situated at the relevant leased propel'ties

for at least over 4 years, the Board considered appropriate (in terms of cost, lime and operational

stability) to continue leasing such properties ironi 111e Private Group or the WM Healthcare Group

(as the case may be). In addition. relocating any of such leased pi'operties will also incur

unnecessary expenses. Accordingly. the Board considered that the leiiewal of their tenancy is fall

and reasonable in order to avoid any material disruptions in the Groups operations

We have reviewed the full list of 341eased properties as at 30 September 2021. including

inforiiiaiion such as the locations and pulposes of such properties. We noted that most of such

plopei'lies are located within the premises of Clifford Estates (illt!3111'11) and serve the purpose of
providing \, arious services 10 the estate. After considering the above. as well as the additional time

and costs to relocate other offices of the Gi'oup to alleiiiative locations. we concur with the Board

Inat the renewal of theii' tenancy is fair and I'Gasonable and in the interests of the Company and the
Shareholders as a whole
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Having considered (1) the Group 11as been. front lime to time. Ieasinu certain premises from

various landlords (including but not limited to the Private Group and the WM Healthcare Group)

inits usual and ordinary course of busiiiess; (ii) the terni of the 2021 MTA No. I being three years

commencing fi'onI I January 2022 and 1111 to 31 December 2024: (111) the locations and primary

purpose of these leased properties; and (iv) the lime and cost of relocation as well as the impact 10

the Group's operational stability. \\, e are of the \iew. that the entering into of the 2021 MTA No. I is

in the Group's lisual and ordinary coui'se of business, and is ill the interests of the Company and
the SharelToldeTs as a whole

2.2 2021 MCSAs

We 11nderstaiid from the Mallaoemeni that the Grouj, has been. fi'o1n time to time. providino

various types of services. in cluding (a) procurement, properly management. laundry. resident

support alld niainten allce, employment placement and pi'openy agency services (collectively.

"living services") ; (b) engineering and maintenance services (I'elaiing to inforinaiioii technology.

secui'11y systems and 11ai'dware and software integration) ; and (c) telecommunication services

(together. "Composite Services") to different customers (includino but not limited 10 the
Connected Parties )

Revenue of the Group amounted to approximately Rl\IB396.6 million, RMB420. I million

and RMB212.0 million foilhe two years ended 31 Deceinber 2019 and 2020. andihe six months

ended 30 June 2021 respectively. of which approximately RMB70.3 million. RMB88.31111/1ion and
RMB43.3 niillion were derived from transactions with the Connected Parties. Such revenue

derived from transactions willI the Private Group constitute approximately 17.7%, 21.0% and

20.4% of the Group's total revenue for the two years ended 31 December 2019 and 2020, and tile

six months ended 30 June 2021 respectively

Having considered (1) the Group has been. froii\ time 10 time. providino Composite Services

10 \, arious customers (including but not limited to 111e Connected Parties) in its usual and ordinary

course of business; (ii) the Connected Parties ale one of the Group's niajor customei's; (11i) the

ternT of the 2021 MCSAs being three years commencing fi'onI I January 2022 and up to 31

December 2024. we ale of the view that the entering into of the 2021 MCSAs is ill the Group's

usual and ordinary coui'se of business, and is in the interests of the Company and Ihe Shaleholders
as a whole

3. Analysis on the terms of the 2021 MTA No. I

3.1 Buckgro""of und principal Ier, ,is of Ihe 2021 MTA No. l

Pursuant to the Existing Consolidated MTA entered into between Clifford Estates Panyii (for

itself and on behalf of the other properly ownei's \vhicli are Ineinbei's of the tileii Private Group) (as

landlord) and the Company (for itself and o11 behalf of its subsidiaries) (as tenant). Clifford Estates

PailyLi agreed 10 lease certain properties to the Company, on and subject to the respective terms
and condition s con lained therein
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A1 the Company's extraordinary genei'a1 111eeling held o11 28 January 2019. the then

Independent ShaleholdeTs approved the annual caps in respect of the transactions contemplated

under the 2016 MTA (as supplemenied by the 2017 & 2018 Supplemental MTAs) for each of

FY2019, FY2020 and FY2021.11 is expected that the Coinjiany will continue to lease such

properties 11nder the Existing Consolidated MTA after 31 Decembei' 2021

On 29 October 2021. forthe purpose of replacing the Existin a Consolidated MTA ill order to

streamline the management of the lease ai'I'an gemenis in the future. the Company (for itself and on

behalf of its subsidiaries) (as tenant) eniei'ed into the 2021 Master Tenancy Agreements.

coinprl sing:

(i) 2021 MTA No. I niade with Clifford Estates Pailyu (foi' itself and o11 behalf of the other

property owners which ale members of the Private Group) (as landlord); and

(ii) 2021 MTA No. 2 Inade willI Clifford Medical (for itself and on behalf of certain

members of 111e WM Healthcare Group) (as landlord),

PUTSuant 10 whicli the respective landlords aoreed to lease certain properties 10 the Company, on

and subject to the respective terms and conditions contained therein. Eacli of 2021 MTA No. I and

2021 MTA No. 2 has a terni of Ihi'ee years commencing froni I January 2022 to 31 December 2024

Principal ternis of the 2021 MTA No. I and the 2021 MTA No. 2 ale set out in the paragraph

headed "Principal terms of the 202 I MTA No. I " in the "Letter fro111 the B oard" of the Circulai

3.2 Rel, intolifte 2021 MTA No. I

in assessing the fairness and reasonableness of the rental of the 2021 MTA No. I, we noted

that the annual rentals payable by the Group under the existing individual tenancy aureemenis

have been determined by the Group with refei'ence to the range of I, I'evailing Inarket rates for each

of the premises under the existing individual tenancy agreements as at 31 December 2020 based on

the valuation results of all independent ploper^, valuer (the "Independent Valuer") and the

management's assessment of the prevailing Inarket rates for FY2021. Valuaiion results containing

the range of prevailing niaTket rent foi' the properties are contained in the fair Tent letter (the "Fair
Rent Letter"). which we had reviewed
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Tile Fair Rent Letter provided an independent analysis on the rental levels of the properties,

includino those leased under the 34 existing individual tenancy agreements covered by the 2021

MTA No. I (the "Properties") as of 31 December 2020 showing that the 1110nthly rental payable by

the Group 11nder such existing tenancy agi'Gemenis ai'e within the range of the lirevailing n}arket

lates. The dale of tile Fair Rent Letter is ill line with the description set out in the PIOspecius of the

Company dated 27 October 2016. whiclisiatedihaiihe first fair rentletterissuedin 2016 shall be

used to deter1111ne the rental payable for five yeai's up to 2020, and the second fair rent letter (I. e

the Fair Rent Letter) shall be used 10 determine the rental payable for the sixth year (i. e. FY2021)

Pursuani to our interview with the Independent Valuer and OUT discussion willI the Alariagement.

we understand that they were not aware of any material change in the properly mai'ket in the PRC

and Hoiig Kong froni 31 Deceitiber 2020. being the dale of the Fair Rent Letiei'. Lip 10 the Latest

Piaciicable Date. Based on oui' interview with the Independent Valuer. OUT I'evie\v of the

supporting documents on property niarkei in 2021 provided by the Independent Valuer and the

public market data o11 PRC properly Inai'kei for first half 2021 published b}, Ihe National

Development and Reform Commission of the PRC', we noted that the average properly prices ill
the PRC remained relatively stable in 2021 and we were not aware of any niaterial change in the

property niarket in the Propel'ties' locations froni 31 December 2020. As such. we believe the Fair

Rent Letter provides a fair and reasonable reference for the Company to deter mille the rental of the

Properties

Regarding the method of valuation, we noted that the Independent Valuer had adopted a

direct comparison approach to deter1111ne the niarket rental of the Properties. Such nieihod

considered the rental of similar properties near 111e locations of each of the Properties, and

adjusted with factors of the Properties sucli as rent period. area. exact location and floor. customer

now and rental enquiries. As this method niakes refei'ence to the mai'ket level rental of similar

properties, we are of the view that it is a fair and I'Gasonable approach to determine the rental of

the Properties

Regarding the increment of the annual rental of the Properties. the annual rental payable by

the Group shall be incl'eased by all amount not exceeding the lower of (1) 7% (which is determined

with reference 10 the GDP growlli rate of the PRC durin0 2010 to 2020): and (ii) the prevailing

GDP orowth rate of the PRC in the immediately preceding year. We had compared the ploposed
increment with the GDP orowtli of the PRC durin0 2010 10 2020. whicli ranoed from

approximately 2.3% to 10.6%~. willI an average of approximately 7.29c and a niediaii of

approximately 7.0% pel' year. As events such as the China U. S. 11'ade war and CoVID-l 9 pandemic

may have an impact on the GDP ill the short terni. we believe a period of 10 years is sufficient to

allow us to observe the long letin trend of GDP growlli. Therefore. we believe the proposed

increment is 111 line \\, ith the historical GDP growth of the PRC. and therefore is fair and
reasonable

,

hiips'//\\'\\.\\' lidi'c. *ov. cn/xx, ,k/Id/wadwhfz/'02/08/120210830 1295304 exi. him I

hiips ://dai" \\'orldb"n k Dr. /indic"10r/NY. GDP. MKTP. KD. ZG?local inns=CN
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33 I'ller, ,aleo"Irols in relation to Ihe re, ,Juls of the 2021 MTA No. I

We noted that the an ITUal rentals in respect of the premises 10 be leased by the Grouj, 11nder

the 2021 MTA No. l were deternilned after aim's Ienotli neooiiations between the relevant parties

willI reference 10 the pievailing niarket rates of local ploperties in the neighbourhood willI a

similar scale and quality and subject to the internal colltrol measures of the Group and of the

Private Group. The prevailing Inarket rates of local properties are determined with reference to

(1) quotations of one or In ore similar coinpai'able properties owned by Independent Third

Parties in the neighbouring area pi'ovided by independent estate agency;

(11) tile terms of at least one exisiiiig tenancy agreement entei'ed into between the Private

Group (as landlord) and Independent T111rd Party(ies) (as tenaiit) 111 relation 10 premises

located near or next to the subject premises: and

(Iii) (where items (1) and (ii) are not available or applicable) at least two quotations

provided by the Private Group 10 Independent Third Party(Ies)

After the general nTanager of the adiiiinistratioii department has collected available data and

market infoi'mallon (including quotations froiii Independent Third Parties). such information will

fii'SI be passed 10 an executive Directoi' (excluding Ms. We ridy Man) for checking the compliance

with the pricing policy. and subsequently to the finance department for verification and review. the

finance department will also decide whether the quotaiion offered by the Private Group is no less

favourable than those given by the Independent Third Party estate auency and whethei' the lease
terms are fair and reasonable. Future increments will be determined based on the GDP orowih

rates of the PRC (subject 10 a cap of 7% per annum)

We had reviewed the Internal control procedures described above. 11ad discussion with the

ManageiiTent and reviewed the Fair Rent Letter and noted the rental levels of the Pi'openies are

within the range of rental of similar properties as set out in the Fair Rent Letter. Based on our

review of the Fair Rent Letter and the Tent paid as set out in the full transaction list under the

Exist inn Consolidated MTAs for the two years ended 31 Dece!fiber 2020 and the tell 1110nths ended

31 Octobei' 2021. we noted that the transactioiis 11nder the Existing Consolidated MTAs were

cal'Tied out in accordance with the Group's jilteriial colltrol procedures as described above. As

such, we are of the view that there is all established pricinu policy and InechanisnT undei' the 2021

MTA No. I and the provisions thereiii ale fair and reasonable

3.4 Oiherleri, ,s off he 2021 MTA No. I

We had randomly selected and I'eviewecl a set of rental an Teemeni entered between the

Private Group and all Independent Third Party in relation 10 a business premises in the Clifford

Estates. Given the Inajority of the Properties ale located in the Clifford Estates. we believe that

one set of rental agreeiiient from Ihe same premises is representative and sufficient for this

coinpai'ISOn purpose. We noted that the other tellns of the 2021 MTA No. I includino ternTination

clause, rental payment litethod. In is cellaneous expenses and repi'esentaiions and warranties. ale no

less favourable than those in 111e rental aoreeiiieni willI the Independent Third Party. As such. we
are of the view that the other terms of the 2021 MTA No. I are normal commercial Ierins and ai'e

fall' and reasonable



3.5 Concl, ,sio, ,

Having considered (i) rental under the 2021 MTA No. I were deterInined willI refei'ence to

the Fair Rent Lettei' issued by the Independent Valuei'; (11) the internal control procedures in

relation 10 tile 11'an saciions Liiider the 2021 MTA No. I will ensure that the Group would lease

premises froni the Connected Parties with favourable terms; and (Iii) the other terms of the 2021

MTA No. I were coinparable to those in rental an Teemeni with Independent Third Parties, \\, e ale of
the \, Ie\v that the terms of the 2021 MTA No. I are on noimal commercial terms and are fair and

reasonable

4. Analysis on the terms of the 2021 MCSAs

4.1 Backgro""d andpri, ICipul!er, ,, s off he 2021 MCSAs

On 18 October 2018, the 2018 MCSA was entered into between the Company (on behalf of

its subsidiai'Ies) (as service providers) on the one part. and Clifford Estates Panyii (for itself and

on bellalf of the other nTembers of the then Private Group) and Clifford Eldei'Iy Home (for itself

and on behalf of other members of the then WM Group) (as receiving parties) on the other part

PUTSuant 10 the 2018 MCSA. the Coinpany aoreed to provide the followino sei'vices to the

respective receiving parties for a term of three years fi'Qin I January 2019 10 31 December 2021

(a) procurement. properly nianagement. Iaundi'y. resident suppoi'I and Inaintenance,

eniployment placement agency service and propel'Iy agency services (collectively.

"living services") ;

(b) engineering and nTaintenance services (relating to information technology. security

systems and hardware and software integration); and

(c)

his expected that tile continuing connected transactions 11nderihe 2018 MCSA will continue

beyond their expiry o11 31 December 2021

On 29 October 2021. for the purpose of renewino the transactions as provided under the

existing 2018 MCSA. the Company (for itself and on behalf of its subsidiaries) (as service

providers) entered into the 2021 MCSAs, coinpi'ising

(1) 2021 MCSA No. I niade willI Clifford Estates Panyti (for itself and on behalf of the

other members of the Private Group) and Clifford Xianhu Hotel (for itself and on behalf

of the other niembers of the WM Non-HC Group) (as receiving parties): and

telecomiiiunication services

(ii) 2021 MCSA No. 2 nTade \\, jin Clifford Medical (for itself and on behalf of the o1hel

members of the WM Healthcai'e Group) (as receivin, parties).

PUTSuaiit 10 which the Group agreed to provide the followinu services to the respective receivino

parties for a terni of Ihi'ee years ending 31 December 2024: (a) 11vin, services; (b) en, ineering and

niainienance services; and (c) telecommunication services. o11 and subject to the respective terms
and conditions contained therein
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Principal terms of 111e 2021 MCSA No. I and the 2021 MCSA No. 2 are set out ill the

paragraph lieaded "Principal tel'nis of the 2021 Master Composite Services ADreements" in the
"Letter from the Boai'd" of the Circular

4.2 Prtci, Ig policies o1/11e living services

For the summai'y of the priciiig policies applicable 10 services provided undei' each of 2021

MCSA No. I and 2021 MCSA No. 2. please refer to the liaragraph lieaded "Pricino policy" 111 the
"Letter froni the Board" of the Cii'CUIai

in assessing the fairness and reasonableness of the I)Ticing I)o1icies of the living services, we

noted that the general nianager of the respective operations will provide a quotation of the related

service in accoi'dance with the pricing policy which will then be reviewed by the Executive

Dii'ector (excluding Ms. We ridy Man). The general niaiiager will also enquire the receivin,

party(ies) the expected amount of services required. and obtain their preliminary view on the

quotation. The quotation and the relevant coinparable information will then be passed 10 the

finance department for verification and second review. The pi'ices (10 be received by the Group)

shall be 110 less favourable than prices of similar services rendered by the Group 10 Independent

Third Parties and (in respect of the Group's provision of such services 10 the WM Healthcai'e

Group under 2021 MCSA No. 2) tile prices (to be charged and received by the Group) shall also be

no less favourable than prices of similar services rendered by Independent Third Party services

providers 10 the WM Healthcare Group ("Mutually Fair Arrangement")

We noted Inat while the Mutually Fair A1'l'an gement ensures prices (to be received by the

Group) are no less favourable than those available 10 the WM Healthcare Group from independent

Third Parties, it also ensures that the pi'ices (to be received by the Group) shall be no less

favourable than prices of similar services rendered by the Group to Independent Third Parties. As

such. the Mutually Fair Arianuemeni protects the interests of the Company and the Shareliolders.
and is fall and reasonable

We had reviewed the pricing I, o1icies described above, had discussion with the Mariaoeiiient

alld obtained one set of sample walk-Ihrougli documents foi' eacli of the living sei'vices (including.

w, here applicable. the service agreements entered into between the Group (as service provider) and

Independent Third Parties or quotations for services froiiT Independent Third Parties, tile service

agreements entered into between the CIOup and the then Private Group or the then WM Group) for
each of FY2019. FY2020 and 111e tell ntonihs ended 31 October 2021 (where available). We noted

that the nullibei' of services provided and the volume of transactions are Iaroe. and the nature of the

services and circumsiaiices of which they were PIOvided were unique as they are customised 10 be

provided within the Clifford Estates. in light of the above, and given the sample was selected on a

randoiiT basis. we believe the approach is practical and the selected walk-through documents are

sufficient toI' this purpose. Based o11 our review. we noted Inat the transactions under the 2018

A1CSA were cal'Tied out ill accordance with the Group's pricino policies as described above
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Further. we noted that the pi'ocuremeni service 11as an alter nailve policy of the adding a

pi'einiuin of approximately 5 to 10% o11 the 11'adjng cost (including purchase price and other costs)
illcuri'ed inin o1'der to cover the estimated adminisiiative and/or' ITiiscellaneous expenses

processing the olders plus a niark-up. We liftd reviewed the histoi'IC transaction amount breakdown

for the procurement service for the period covering the two years eiided 31 December 2019 and

2020. alld the six nionihs ended 30 June 2021, beinn the latest available nTanagement date foi

procurement 11'an sactions under the 2018 MCSA. and noted that the administrative and

miscellaneous expenses incurred in the process is genei'ally ai'ound I-2% of the trading cost. As

such, we believe 111e proposed 5 to I 09, is sufficient to covei tile adiiiinistrative and/or

miscellaneous expense for this type of transaction

Takino into account the above. we are of the view that the Dricino policy and mechanisiii for
the Iivino services 11nder the 2021 MCSAs ale o11 1101'lital coinmei'cial terms and ale fail' and

Ieasonable

4.3 Pricing policies o11he engineering a, Id Inai, ,renal, ce services

Regarding the pricing policies of the engineering services. we noted that the tendering team

(which will comprise senior management of the Group) will determine the prices by conducting

pre111ninary costing and pricing analysis when the Group is invited to participate in the tendering

process 10 ensure that terms in the lendei' are noi'mai coinniercial terms in the ordinary course of

business. and for services to be lendered 10 the Private Group, the WM Non-HC Group and the

WM Healthcare Group. such pi'ice and other terms are 110 less favourable than those of siniilar

services rendei'ed 10 Independent Third Parties; and (in respect of the Gi'oup's provision of

engineering sei'vices 10 the WM Healthcare Group uiider 2021 MCSA No. 2) such prices and other

terms shall also be 110 less favourable than those of similar services Tendered by independent Third

Party services providers to the WM Healthcare Group ("A, jujually Fair Arrangenient")

We noted Inai while 111e Mutually Fair Arrangement ensui'es prices (to be I'eceived by the

Group) are no less favourable than those available to the WM Healthcare Group from Independent

Third Parties. it also ensures that the PI'ices (10 be received by the Group) shall be no less

favourable than prices of similar sei'vices rendei'ed by the Gi'oup to Independent Third Parties. As

such. the Mutually Fair Arrangement protects the interests of the Company and the Shareholders.
and is fair and reasonable

We 11ad I'eviewed the pricing policies described above. had discussion with the Mariauemeni

and obtained a set of sample walk-Ihrougli documents for' the engineei'illg services (including.

where applicable, the service agreements entered into between the Group (as service provider) and

independent Third Parties o1' quotations for services from Independent Third Parties, the service

agreenients entei'ed into between the Group and the then Private Group or the 111eii WM Gi'oup) for
eacliolFY2019. FY2020 and the ten nionihs ended 31 October 2021. Welloted that the nature of

the services and circumstances of which they were provided were 11nique as they are customised to

be PIOvided \\ithin the Clifford Estates. In light of the above. and given the sample was seiecied on

a Talldoni basis. we believe the approach is practical and the selected walk-Ihi'ougli documents are

sufficient for this purpose. Based on oui review. we noted that Ihe transactions under the 2018

MCSA were carried out in accordance with the Groups pricino policies as described above
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Further. we noted Inat a InaTk-up ranging from approximately 10% to 45% is added to the

pi'Ices 11ndei' the engineering services. which is determined willI reference to tendering

specifications of each project and service fees that the Group (as service provider) cliarges against

Independent Thii'd Parties (as receiving parties). We 11ad obtained and reviewed four sets of

engineering contracts entered into between tile Group (as the sei'vice providei') and Independent

Third Parties naving the lowest and hiuhesi Inai. gins that the Group chained Independent Third

Parties during the two }, ears ended 31 December 2020 and the six nionihs ended 30 June 2021.

whicliliad Inark-up ranging from 10% to 45%, and supported the ranue of mark-up under the 2021

MCSAs desci'ibed above. We noted that Ihe nature of the services and circumstances of willch they

were provided \\, ei'e unique as they are customised to be provided within the Clifford Estates. In

light of the above. we believe the selected walk-Ihrouoh documents are sufficient for this pui'pose

Regarding tile pricing policies of the maintenance services. we noted that the pi'ices are

delei'Inined by (i) approximately 3% to 15% of the relevant engineerintr services contractsum; and

(ii) relevant parties on arm's leiigili basis willI reference to the prices offered by the Group (as

service provider) 10 the Independent Thii'd Parties (as receiving parties). The prices (to be charged
to the connected persons) shall be no in ore favourable than prices of similar services charoed by

the Group 10 Independent Third Parties; and (in respect of the Group's provision of services to the
WM Healthcare Group under 2021 MCSA No. 2) the prices (to be charged and received by the

Group) shall also be no less favourable than prices of similar services Tendered by Independent

Third Party services providers to the WM Healthcare Group

We 11ad reviewed the pricino policies described above. had discussion with the Mallaoemeni

and obtained a set of sample walk-through documents for the maintenance services (including.

where applicable, the sei'vice agreements entered into between the Group (as service provider) and

Independent Thircl Parties or quotations for services froin Independent Third Parties. the service

agreements entered into between the Group and the then Private Group or the then WM Group) for
eacliof FY2019. FY2020 and the tellinonths ended 31 October 2021. We noted that thenature of

the sei'vices and circumstances of which they wei'e provided were unique as they are customised to

be provided within 111e Clifford Estates. In light of the above, and o1ven the sample was selected on

a random basis, we believe the appi'oach is practical and the selected walk-illrouuh documents are

sufficient for this pulpose. Based on our review. we noted that the 11'ansaciions under the 2018

MCSA were cal'Tied out in accordance with the Group's pricing policies as described above

As such. \\, e are of the view that the 11ricing policy and 111echanisin for the enoineei'inn and
maintenance services 11nder the 202I MCSAs are on noimal coininercial tellns and ale fair and

reasonable



4.4 Pricing policies of ille telecomm""icatio, , services

In assessing the fairness and reasonableness of the pricing policies of the telecommunication

services. we noted that the general Inariager of the respective operations will provide a quotation

of tile relaied service in accordance with the pi'ICino policy whiclI will then be reviewed by the

Executive Director (excluding Ms. We ridy Mall). The general nianager will also enquii'e the

I'eceiving paily(ies) the expected anIOUni of services required. and obiaiii the11' preliminary view

o11 the quotation. The quotation and the relevant coinparable infoTiiiatioii will tilen be passed 10 the

finance department for \, elmcaiion and second review. The prices (to be received by the Group)

shall be no less favourable than prices of similar services rendered by the Group to In dependeiii

Thii'd Parties and (in respect of the Group's provision of sucli services to the WM Healthcare

Group undei' 2021 MCSA No. 2) the PI'ices (10 be charged and received by the Group) shall also be

no less favourable than prices of similar services rendered by 111dependeni Third Paily services

providei's to the WM Healthcare CIOup ("Mutually Fair Arrangement")

We noted that while the Mutually Fail' Ariangemeni ensui'es prices (10 be I'eceived by the

Group) are no less favourable Ihaii those available to the WM Healthcare Group from Independent

Third Parties. it also ensures that the prices (10 be received by the Group) shall be no less

favourable than prices of similar services rendered by the Gi'oup 10 Independent Third Parties. As

such. the Mutually Fair Arrangement protects the interests of the Company and the Shareholdei's.
and is fair and reasonable

We had reviewed the pricino policies described above, had discussion with the Management

and obtained a set of sample walk-Ihrouoh documents for the telecommunication services

(including, where applicable. the service agi'eements entered into between the Gi'oup (as service

provider) and IndependeiiiThird Parties o1' quotations for services froiiiIndependent Third Pailies,

the service agreements entered into between 111e Gi'oup and the then Private Group or the then \\'M

Group) for each of FY2019, FY2020 and the Ien months ended 3I Octobei' 2021. We noted that the

natui'e of the services and circumstances of whicli they were provided were unique as they are

customised to be provided within the Cliffoi'd Estates. In 110ht of the above. and given the sample

was selected o11 a random basis, we believe the approacli is PI'actical and the selected walk-111rough

documents are sufficient for this purpose. Based o11 OUT review, we noted that the transactions

undei' the 2018 MCSA were carried out in accoi'dance with the Group's pricing policies as
described above

Further, we noted that a mai'k-up ranging from appi'oximaiely 10% 10 40% Is added to the

prices under the telecommunication services. which is deleimined with reference to co the Group's

policy on the sei'vice fees 111at the Group charges or will charue the Independent Third Parties; and

(ii) (ill respect of the Group's provision of telecommunication services to the WM Healthcare

Group under 2021 MCSA No. 2) the service fees charged by Independent Third Party services

providers that the Group charges against Independent Third Parties. We had obtained and reviewed

two sets of telecommunication contracts entered into between the Group (as the service provider)

and Independent Third Parties having Ihe lowest alld 11iohest niaroins that the Group charued

In dependeni Third Parties during tile two years ended 31 December 2020 and the six nionihs ended

30 June 2021. with theiriiiark-up railge supporting 111e I'ange of ntark-up under the 2021 MCSAs

described above. We noted that the nature of the services and circumstances of which they were

pi'ovided were unique as they ai'e customised to be provided within the Clifford Estates. in light of

the above, we believe the sample size is sufficient for 111is purpose
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As such. we are of the view that the pricing policy and mechaiiisiii 101' the telecomiiiunicaiion
sei'vices undei' tile 2021 MCSAs are o11 noriiial commercial ternis and are fair and I'easonable

4.5 Concli, sio, ,

in view of the above. we aie of the vie\\, that 111e ternis of the 2021 A1CSAs are o11 normal

commercial ternis, and are fair alld reasonable

5. Analysis on the proposed annual caps of the 2021 MTA No. I

5.1 His ionc"I 11nlisniio, ,

The table below sets forth (i) the existing annual caps and the illstorica1 11'an saciioii amounts

for the 11'allsaciions contemplated 11nder the Existing Consolidated MTA for eacli of FY2019.

FY2020 and FY2021 (up to 31 October 202 I )

Existing annual caps

Total rental paid or payable by the

Group

Utilisation rate

Nuie\

FY2019

(RMB 1111/1^^11)

Sricli ;iruouni represents Ihe unnu:illsed illnnun! o1' Ihe 101"I lentill p"Id or pity"ble 11ndei' the Exisiing
Consolid"led MTA for Ihe 1.11 monihs ended 31 0ciober 2021

,

As advised by the Management. the existing annual caps for FY2019. FY2020 and FY2021

under the ExistIna Consolidated MTA were not f1111y utilised mainly due to delayed resumption of

normal business operations and chaiiges in actual demand in certain services caused by the

CoVID-19 pandemic and as a result. some additional premises expected to be leased was not

leased. and henceihe amount of rental I)aid under the Existing Consolidated MTA durino FY2019,

FY2020 and FY2021 was lower than expected: and (Ii) the year-on-year increase in rental for some

of the properties dullnu FY2019. FY2020 and FY2021 did not reach the Inaximun} 7% incl'erueni

allowed 11nder the Existing Consolidated MTA due to niarket conditions and prevailinu rental

rates. hence the total rental paid foi' FY?020 and FY2021 was lower than expected

The 11/11is"lion rille \v;is calculaied by dividinn Ihe annualised amount of Ihe colal rental padd or pay"ble undei

Ihe Existing Consulid"led MTA for Ihe leii ninnihs ended 31 0.10bei 2021 ;Iu"illsi the 101;11 a rinu"I cap for Ihe

year ending 31 December 2021

FY2020

IRMB ,111/1"'"

19.0

12.7

66.9%

FY2021

(RMB 1111/1^^11)

20.0

10.7

53.7%

21 .O

13.4

(Nore I)

63.8%

(Nore 2)



5.2 Proposed all""al cnps

According 10 Hong Kong Financial Reporting Standard (HKFRS ) 16 "Leases". The Group is

I'equired 10 recognise a right-of-use asset and a lease liability, whicli are 111easured at the present

value of the remaining lease payments. discounted using the lessee's incremental borrowing rate In
the year of entering into the leases where the Group acts as a lessee. PUTSuant 10 the requirements

of the Listing Rules. as the transactions contemj}lated 11nder the 2021 MTA No. I will be

recognised as the acquisitions of Tight-of-use assets, the Gi'oup is required to set annual caps on

111e total \, alue of Tight-of-use assets relating 10 the leases to be entered into by tile Group as a
lessee foi' eacli of FY2022, FY2023 and FY202411ndei' the 2021 MTA No. I. As the 2021 MTA

No. 2 only involves the leasing of the one premise (the balance of the right-of-use assets

representing such premise 10 be recognised by the Group in FY2022 ainounted 10 approximately

RMB0.4 1/1/1110n). such trailsaciion will be Tenarded as all acquisition of capital asset for the

purpose of tlie Listing Rules

The following table sets out the proposed annual cans, which represent the total value of

right-of-use assets I'elallng to the leases to be entered into by the Group undei' the 2021 A1TA No. I.
for FY2022, FY2023. and FY2024

Ploposed annual caps for 2021
MTA No. I

Norc Sincelhe 2021 MTA No. I eniei'ed Into by Ihe Groupi*in the forIn of it frameworkiigreemeniandiheierni of
Ihe amiemeniioned 341ease agreemenis nuder Ihis framework lisieemeni railne ironi Iw0 10 Ien years, the
PI'up OSed jinnual cap for Ihe loinl \, alue of Ihe righi-of ure i'seis foi' FY2022 is lamei' when coinp"I'ed to Ihe
historical IT;irisaciion it mount jwhicli ^epresenis the Tenjul pitid or piiy"ble 10 I'lldlords which are members of
Ihe Pi'iv"Ie GIDup. instead of Ihe right-of-use i'sscis o1 Ihc leased piemises recognized by Ihe GIDup) in
I'especl of Ihe IT;instictions con!erupl"led undei' Ihe Existinn Consulid"!ed MTA for e"cli of FY2019. FY2020

rind FY2021 (up 1031 0ctoher 2021) '15/1includes (1) the iotalv"Iue of righi-of-use its\eis represeniingihe

premises under nil Ihese 341.1*es lis ill 31 Deceinber 2021 nild (11) Ihe liddiiioi, of Ihe righi-or use its sets in
Ie1"11.11 10 lie\\, Ie;ises 10 be enieredinioihe Group undei 2021 NITA NO I durinn FY2022

5.3

FY2022

(RMB 111illioii)

Basis of defer, ,jinuiioi, of file proposed an, , "rrl errps

As advised by the Management, the proposed annual caps in respect of the transactions

contemplated under the 2021 MTA No. I for the three years ending 31 December 2024 (the "NITA

Annual Caps") were detei'mined based on (1) the rentals payable by the Group: (11) the gross floor

area of premises (including the existing premises and the newly developed premises) to be leased

froiiithe Pi'Ivate Group under the 2021 MTA No. I; (iii) the niarket rent of the premises (including

the existing premises and the newly developed premises) to be leased under the 2021 MTA No. I

based o11 the pievailino niarket conditions and the rental level of similar properties in the vicinity:

(Iv) the \, alue of the Group's rigliis to use the underlying leased asset for the lease terni which is

initially nieasured on present value basis and calculated by discountinu the lion-cancellable lease

payments for eacli respective lease 10 be entered Into under the 2021 MTA No. I. using the

incl'eruenial borrowing rate as the discount rate: and (v) the expected growth of the unit rental or

the prevailing GDP orowtli I'ale of the PRC. whichever is lower

57. I

(Nore)

FY2023

(RMB 1111/1^^11)

FY2024

(RMB 1111/1^^,,)

I3.6 19.7
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We 1101ed 111at the MTA AnITUal Caps consist of rentals payable by the Group for co 34

plopei'lies leased under the 2021 MTA No. I that are curienily occupied by the Group and are used

foi' its operations (the "Existing Premises"); and (Ii) six properties that Ihe Group expects 10 lease

for its operations during FY202?. FY2023 and FY2024 (the "Additional Premises") in line with

its business development plan

For the rental payable of Existinn Premises ill FY2022. the calculaiioii had taken into

account the gi'OSs floor area of all the Existing Premises. as well as their respective expected rental

level for FY2022. The expected rental level foi' the Existino Premises in FY2022 was calculated

with reference to the curl'Gilt rental levels foi' the Existing Premises in FY2021 (whicli are within

the range of rental levels for similar propel'lies as set out in the Fair Rent Letter \vhicli we

I'eviewed), plus allincrement of 7% or less. in accordance willithe 2021 MTA No. I. The lental

payable for Existing Premises in FY2023 and FY2024 are calculated based on the rental level in

FY2022 plus all incl'emeni of 7% or less

For the rent payable of Additional Premises. the calculation 11ad taken into accouni the rental

payable for (1) five potential new premises ill Clifford Prestige (inns*;E21;a) to be leased by the
Group and 10 be used as retail shops during FY2022 to FY2024; and (ii) the additional floor illt!a
i;InIi;;'I;;19! (Clifford Estate Storage Buildiiig*) to be leased by the Group in FY2024 as an
expansion to its laundry factory in the same location. Rental levels of whicli are calculated with

reference to the 11' respective gross floor area and the rental levels of similar properties as set out in

the Fair Rent Letter, willI an Increment of 7% or less pel' yeai' adjusted dependin0 o11 the expected
stalling date for each lease

in assessing the fairness and reasonableness of the MTA Annual Caps. we 11ad reviewed the

full calculation breakdown of the MTA Annual Caps. the Company's internal business

development schedule as \\, GII as the Fair Rent Letie!'. We noted froin the Company's internal

business development schedule that the CoinpalIy is expected to lease a total floor area of 2,000

sq. in. . 700 sq. ni. and 200 sq. in. in Clifford Prestiue in FY2022. FY2023 and FY2024,

respectively, and to lease all additional floor at the Clifford Estate Storage Buildino with a total

floor alea of 1,400 sqm. in FY2024. We had also compared the proposed increment with the GDP

gi'owllt of the PRC dui'ing 2010 to 2020. which ranged fi'onI approximately 2.3% to 10.6%', with
all average of approximately 7.2% and a 111edian of approximately 7.0% per year. Therefore. \\, e

believe the proposed Increment is in line with the illstorical GDP orowth of the PRC. and therefore

is fair and reasonable. As such. we are of the view that the MTA Annual Caps were determined by
the Management under reasonable oround and due care, are consistent with its business

development schedule. alld the MTA Annual Caps are fair and reasonable so far as the Company
and the Independent Shareholders are concerned

1111p*://data won'Idb"nk o1'g/indicaior/N Y. GDP. MKTP. KD. ZG, local ions=CN



6. Analysis on the proposed annual caps of the 2021 NICSAs

6.1 His loneff1 11nfisniio"

The table belo\\, sets foi'Ih (1) the existing annual caps and the Illsiorica1 11'an saction amounts

for the transactions contemplated 11nder the 2018 MCSA for eacli of FY2019. FY2020 and
FY2021

Existing annual caps

Total service fees paid or payable

by the Connected Parties

Utilisation late

Nui, \

2 The utilis"lion Tale was calculaied by dividing Ihe 11nnu:illsed 11mouni of the loinl service fees paid o1 payable

by the Collnecied Purlies under Ihe 2018 MCSA for the ten nioiiihs ended 31 0ciobei 2021 it";finsiihe 101"I

annualc"p forthe year endin" 31 December 2021

As advised by the Management. the existing annual caps for FY2019. FY2020 and FY2021

under the 2018 MCSA \\, ere not fully 111ilised niainly due 10 the delay in certain engineering

contracts under the 2018 MCSA as a result of the CoVID-19 pandemic. \\, hicliin turn caused the

sei'vice fees received by the Group to be lower than expected

6.2 Proposed all"""I cnps

FY2019

IRMB 1111/1^^!!)

Sucli rimouiii represents 111e allnu"lised amount of Ihe loinl service fees pitid or payable by Ihe Connected
Pal'lies undei the 2018 MCSA for Ihe Ien monihs ended 31 0ciober 2021

126.0

70.3

FY2020

(RMB 1111/1^^n)

58. I %

Tile following table sets out tile ploposed annual caps 111 respect of the trailsaciions

contemplated under each of 2021 MCSA No. I alld 2021 MCSA No. 2 for each of FY2022. FY2023
and FY2024

129.0

88.3

FY2021

(RMB 1111/1^^11)

68.5%

138.0

79.2

(Nore I)

Ploposed annual caps for 2021
MCSA No. I

57.4%

(Noie 2)

Ploposed annual caps for 2021
MCSA No. 2

FY2022

(RMB 111il/ion)

FY2023

IRMB 111il/ioii)

132.0

34.0

FY2024

(RMB 11/11/1011)

129.0

41.0

139.0

44.0



6.3 Brrsis of defer", i, ,nito, I of ille proposed all""ttl caps

As advised by the Mariauement. the proposed annual caps in respect of the transactions

contemplated under eacli of 2021 MCSA No. I and 2021 MCSA No. 2 (the "MCSA Annual Caps")
have been delei'mined based on the 11istorical transaction anjounis foi' the I'elevani services. the

additional \, o1ume of services to be provided ill the next three years, together with the factors

which are specific 10 the particular types of ser\ices as set out below

(1) For living sei'vices (except foi' properly management services)

(a) the historical trailsaciion amounts for living services (excluding properly

management) amounted to appi'oximately RMB14.9 111illion for' the tell 1110nths

ended 31 October 2021 and the expected transaction amounts of approximately

RMB3.0 nTillioii foi' the two months ending 31 December 2021 ;

(b) the expected annual growth rate of 7%, which is estimated willI reference to the

GDP growth rate of the PRC durinu 2010 to 2020;

(11) For property Inariagement services

(a) the historical propel'Iy Inariagement fees paid under the 2018 MCSA;

(b) the ongoing properly Inariagemeiii engagements (covering 111e total floor area of

approximately 2,700,000 sq. ni. ) and their respective managements fees;

(c) the expected coinpleiion of ne\\, property I, Tojects in the next three years

(including property projects with the expected total floor area of

approximately 645,000 sq. in. will be completed in FY2022 and approximately

330,000 sqm. will be completed in FY2023 and FY2024) and the expected

management fees for such newly completed properties;

(ill) For engineering and niainienance work and telecommunication services

new

(a) the 11isiorical contractual amount of approximately RMB73.211Tillion. RMB88.3
million and RMB43.311/11/1011 for FY2019. FY2020 and for the six In onIhs ended

30 lulle 2021 ill respect of the tenders awarded 10 the Group Ihrouuli tender

process of the PI'Ivate Group. the WM Non-HC CIOup alld the WM Healthcare

Group, and the outstanding services which are expected to be performed in
FY2022. FY2023 and FY2024:

(b) the estimated success rate of the Group tendering foi' the engineering works.

based upon the Illstorical tendering success rate alld participation rate of the

Group over the past three years, whicli for FY201 9, FY2020 and tile tell months
ended 31 October 2021 reached 100%;
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(c) the Total contract suni for the ongoing engineering and ntainienance work and

telecommunication services and the relevant lenders submitted by the CIOup to

the Pi'Ivaie Group. the WM Non-HC Group or the WM Healtlicare CIOup, whicli.

for FY?022. amounted 10 approximately RMB114.1 ntillioii

(d) the estimated transaction amouni as a result of any variation orders made by the

Private Group. the WM Non-HC Group and the WM Healtlicare Group in the

course of project implementation; and

(e)

6.4

the maintenance service required for the projects 1111plemented and completed in

the past Ihi'ee years; an estimate for' possible projects indicated to be subject 10

lender, but not yet invited and/or awarded

T/, e MCSA An"11nl Capfor FY2022

We 11ad reviewed the bi'eakdowii of historical 11'an saction amount 11nder the 2018 MCSA for

FY2019. FY2020 and the tell months ended 31 October 2021. and noted that the transaction

ainount for living services (except for PI'openy Inariagement) for FY2022 had predominantly been
estimated based o11 the historical transaction amount for the tell months ended 31 October 2021.

and multiplied by a orowth rate of 7%. The total historical transaction amount for' Iivinu services

(excluding properly Inariageinent) amounted to approximately RMB14.9 111illioii for the ten

months ended 31 October 2021. Annualising the historical transaction amount for Iivino services

(excluding property management) for the tell months ended 31 Octobei' 2021. and multiplying a

7% incl'enieni in prices, the 11'an saction amount for living services (excluding pi'openy

Inariagement) for FY2022 expected 10 amount to approximately RMB 19.1 111illion

(approximately RMB5.9 million under 2021 MCSA No. I and RMB13.2 million under' the 2021
MCSA No. 2)

We believe the histoi'ICal transaction amount is a fair and reasonable ground for the

Management to rely o11 in calculating the MCSA Annual Cap for FY2022. We had compared the

proposed year-on-year Increment with the GDP growth of the PRC during 2010 10 2020. which

ranged from approximately 2.3% to 10.6%. with an average of approximately 7.2% and a niedian

of approximately 7.0% per year. Therefol'e, we believe the proposed increment ill pi'ices is in line
willI the historical GDP orowth of the PRC. and therefore is fair and reasonable

was

As foi' the transaction amount for properly management for FY2022. we 11ad reviewed the

properly development schedule of the Connected Parties foi' FY?022 10 FY2024 provided by the

Management. We noted that the property management fees for FY2022 were calculated according

to (1) 111e prevailing pi'operty nianagemeni fee offered by the Group; (ii) the floor area of existing

properties continued 10 be managed; (iii) expected completion dale of new properties: and (Iv) the

HOOT area of the new properties. Based on tile total flooi' area of approximately 2,700,000 sq. in

for existing properties. and the total floor area of 645,000 sq. 11T. for new properties expected 10

complete in FY2022. the properly management fees for FY?022 was expected 10 amount 10

approximately RMB32.6 million. in 110ht of the above. and the historical properly nianageme!11

fees paid under the 2018 MCSA. we believe the basis adopted was reliable andieasonable
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As for Ihe transaction ainouni for engineering and Inaintenance work and telecommunication

services for FY2022. we had reviewed the full list of on o01no enoineei'illg and Inaintenance work

and telecoiiimunicaiion services and the relevant tenders submitted by the Group to the Connected

Parties. The total contract sum of \\, hich amounted 10 approximately RMB114. I million

Considering the historical tender success rate of the Group tendering for enoineerinu works durino
FY2019 to FY2021 of 100%. we coilsidei' the transaction amount for Gnuineerinu and maintenance

work an <1 telecommunicaiion services for FY2022 was estimated based o11 reasonable ground and

due care, and the MCSA Allnual Cap for FY2022 is fair and reasonable so far as the Company and
the Independent Shareholders are concerned

6.5 The MCSA Awn"ftl Capsfor FY2023 and FY2024

We noted that the transaction amount foi' living sei'vices (except for plopeit}, Inaiiagement)
for FY2023 and FY2024 had been calculated based on the DTDwili rate of 7% and the business

development schedule of the WM Healthcare Group. The expected transaction amount for' 11vino

services (except for property nianagemeni) 1111der the 2021 MCSA No. I for FY2023 and FY2024

amount to approximately RMB6.3 nilllion and RMB6.7Inillion. respectively. wliicli represents a

growlli Tale of approximately 7%. As elaborated above, we believe the 7% increment fair and

reasonable. The expected transaction amounts for living services (except foi' property

management) under the MCSA No. 2 for FY2023 and FY2024 amount to approximately RMB17.5

million and RMB 21.8 nilllion. respectively. S uch transaction amount \\, as estimated with reference

to 111e operation schedule forecast with an expected oradual increase in avel'ace number of beds in

operation in the WM Healthcare Grouj, froni approximately 1,000 beds in FY202I to

approximately 2500 beds in FY2024. WITich are aoreeable 10 the Company and the WM

Healthcare Group. We 11ad reviewed the operation schedule forecast and noted the expected fee

ranges are coinparable to the historical fee charged by the Group. For the details of the pricing

policy, please refer 10 the paragraph lieaded "(2) Contiiiuing Connected Transactions undei' the

2021 Master Composite Services Agreements - Pricing Policy" in the "Letter from the Board" of

this Circular. As such. we believe the transaction amount for living services (except for propel'Iy

manaoemeni) under the 2021 MCSAs for FY2023 and FY2024 of approximately RMB23.8 million

and RMB28.5 million had been an'ived at on reasonable ground and after due cal'e

The transaction amounts for property nTanagement services for FY2023 and FY2024 were

calculated based on the ongoing properly nianagemeni engagements. the number of properties to

be completed by the Connected Parties ill FY2023 and FY2024 and their respective expected

nianageineni fees. Based on the total floor area of approximately 3,345.000 sqm. for existino

properties in FY2022. and the total noor area of approximately 330,000 sqm. for new properties

expected to complete in FY2023 and FY2024.111e transaction amount for properly nianaoemeni

services ill FY2023 and FY2024 amount 10 approximately RMB21.7 niillioii and Rl\IB24.4

million. respectively. We had reviewed (1) the full list of tile on o0inu properly inariagement

engagements and their respective Inaiiagemeni fees: and (ii) the ftill property development

schedule of the Connected Parties. which sets out all the properties 10 be completed in FY2023 and

FY2024. and noted the expected mallaoeinent fees ale coinparable to the existinn property

mallagemeni fees charged by the Group. As such. we consider the 11'an saction amounts for properly
manaoeiiieni services for FY2023 and FY2024 wei. e esiiinated based on reasonable oround and due

C ale
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The transaction amounts for engineering and niaintenance work and telecommunication
services for' FY2023 and FY2024 were calculated based o11 the total contractual amount of the

ongoing engineering and mainlen allce work and telecommunication services, alld the relevant

tellders submitted by the Group to the Connected Parties. The transaction alliount for' engineei'inn
and niaintenance work and telecommunication services in FY2023 and FY2024 anIOUnt to

approximately RMB124.3 million and RMB130.0 niillion, respectively. We 11ad reviewed the full

list of the ongoing engineering and Inaintenaiice work and teleconimunicaiion services. and noted

the total contractual amount corresponds to the expected trailsaciioii amount in FY2023 and

FY2024. We also considered the histoi'ical lender success rate of tile Group tenderinu for

engineei'Ing an d niainienaiice \\, ork and telecommunication services dui'Ing FY2019 and FY2021

of 100%. As such, we consider the transaction amounts for endineei'ing and Inaintenance work and
telecommunicatioil sei. vices fol. FY2023 and FY2024 were estiinated based on reasonable oround

and due care

In view of the above, we believe the MCSA Annual Caps for FY?023 and FY2024 are fair

and reasonable so far as the Company and the Indepeiident Shareholdel's ale concerned

7. Internal controls regarding the proposed annual caps

We noted from the "Letter from the Board" in the Circular that the executive Directors will closely

monitor the rentals payable to the Private Group and new individual leases 10 be entered into PUTSuant to
the 2021 MTA No. I on a monthly basis 10 ensure that the annual caps are 1101 exceeded and to ensure the

implementation of the relevant internal control measures on pricing policy (which is also applicable to
the 2021 MTA No. 2). Furthermore. under the 2021 MCSAs the finance manaoer will assess whether the

annual caps will be exceeded on a 1110nihly basis, and whether the Ierins of services are within the scope
of and in compliance willline 2021 MCSAs. The executive Directors will then review and approve the

service fees in respect of the services 10 be charoed to the Private Group. the WM Non-HC Group and
the WM Healthcare CIOup. The executive Directors will closely nionitor the service fees charoed 10 the

Private Group. the WM Non-HC Group and the WM Healthcare Gi'oup PUTSuaniio the 2021 MCSAs o11
a Inon Ihly basis 10 ensure that the annual caps are not exceeded and to ensui'e the implementation of the

relevant internal control nieasures o11 pricing policy

We have obtained and reviewed (1) sample 1110nthly reports issued by the finance department
regarding the actual transaction amounts between the Group and the Connected Parties including the

remaining transaction amounts under the approved annual caps; (ii) the Group's internal control policy

in relation to the nionitoring of the proposed annual caps; (11i) confirmation nlade by the independent

non-executive Directors on the Group's Annual Report; and (Iv) independent auditors' report on
continuing connected transactions for the year ended 31 December 2020. ConsiderIna the above and the
fact Inatihe annual caps under ExistIna Consolidated MTA and the 2018 MCSA had not been exceeded,

we concur willI the Management Inat adequate procedui'es are in place 10 ensure the proposed annual
caps under the 2021 MTA No. I and the 2021 MCSAs will not be exceeded
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RECOlv, IMENDATIONS

Having taken into account the above principal factors and I'Gasons. \\, e consider Ihat 111e entering
into of the 2021 MTA No. I and the 2021 MCSAs ale 1111he ordiiiary and usual course of business of the
Group. andihe ternis of the 2021 MTA No. I and the 2021 MCSAs ale on normal coinmercialteriiis. fair

and reasonable and ale in the Intel'esis of the Company and the Shareholders as a whole. Therefore. we

recommend the Independent Board Coinmittee to advise the independent Shareholders to vote in favour

of the I'elevant resolution(s) at the ECM 10 appi'ove the entering into of the 2021 MTA No. I. the 2021

MCSAs. and the transaction s contemplated the I'eundei (includin o the respective proposed annual caps
thereof)

Ms. led!lily Lei!Jig ("Ms. Lew, ,g") if n Re, ponsi'b/e 01/1tei' of All!is Cnpiio/ Li!11iied liceiised 10
Cm'11' 011 Ape 6 in of\, 13/11. g o11 coipo!'die fillnnce) legi!in led acii'\, in' 1411de! file SFO nild pel'!11/11ed 10

1111dei'inkc u, o1'k t's ti spoilsoi: She is n/so n Raspoiisible Office, ' of Alliis 1111, esi!lieii!., Li'11/11ed litensed 10

c, Iri'y o11 I\, pe I Iden/1118 111 secui'illes) reg!!/died ocii\, ify 1111dei' Ihe SFO. Ms. Leiiiig lids o1'ei' 30 I'erri's qf

axpei'I'en ce ill coipo !'Q!e filmiice art\, 1301'y uiid colliiiiei'CIOl fie/d ill Glenic!' C/1111ti, ill pm'Iici!/di; she lids
pm'11'ci'poled ill JP on $015hip 11.01'A 10 I' illiii'n/ pubfjc offei'111g. , tilld ticied us .filmiic!'ul ridvisei' or

illdep ei! delll filluiiciti/ ttdriseI' 111 I'm'!'ous coi'p 0101e fillniice Jiniirucli'o115

Yours faithfully,
Foi' and on behalf of

s Capital Limited

Jeanny Leung
Execiiiivc Di!'ec!o1


