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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions shall have the following

meanings:
#2023 Deposit Service Framework

Agreement”

#2023 Leasing Framework

Agreement”

“2023 Property Management Services

Framework Agreement”

“associate”

“Board”

“Company”

“controlling shareholder(s)”

“Deposit Services”

“Deposit Service Annual Caps”

“Deposit Service Framework

Agreement”

“Director(s)”

the deposit service framework agreement entered into between the
Company and FS Finance on 11 November 2022 for a term from 1
January 2023 to 31 December 2025

the leasing framework agreement entered into between the
Company and Financial Street Group on 11 November 2022 for a
term from 1 January 2023 to 31 December 2025

the property management services framework agreement entered
into between the Company and Financial Street Group on 11
November 2022 for a term from 1 January 2023 to 31 December
2025

has the same meaning as defined in the Listing Rules

the board of Directors

Financial Street Property Co., Limited (4 fll 14 25 & (0 A FR
/3 7l), a company established in the PRC with limited liability,
whose H shares are listed on the main board of the Stock Exchange
has the meaning ascribed to it under the Listing Rules

deposit management services provided by FS Finance to the Group
RMB1,010.4 million, being the maximum daily balance of
deposits (including maximum interests income) that may be
placed by the Group with FS Finance for each of years ending 31
December 2023, 2024 and 2025 under the 2023 Deposit Service
Framework Agreement

the deposit service framework agreement entered into between the
Company and FS Finance on 26 March 2021 for a term from 24

June 2021 to 31 December 2023

the director(s) of the Company

— 11—



DEFINITIONS

“Domestic Share(s)”

“EGM”

“Financial Street Group”

“FS Finance”

“GFA”

“Gl‘Oup”

“H Share(s)”

“HKFRS”

“Hong Kong”

“Huarong Zonghe”

ordinary share(s) issued by the Company in the PRC with a
nominal value of RMB1.00 each, which are subscribed for or
credited as paid up in RMB by PRC natural persons or entities
established under the laws of the PRC

the extraordinary general meeting of the Company to be convened
for approving, among other things, the 2023 Deposit Service
Framework Agreement, the 2023 Leasing Framework Agreement
and the 2023 Property Management Services Framework

Agreement and the transactions contemplated thereunder

Beijing Financial Street Investment (Group) Co., Ltd. (At 3 4 Rl 7
& (L) A FR/AH]), a state-owned enterprise established in the
PRC on 29 May 1996 and ultimately owned by SASAC Xicheng
District. As at the date of this circular, it indirectly holds 34.35%
of the Shares in the Company through its wholly-owned subsidiary
Huarong Zonghe and is one of the controlling shareholders of the

Company

Beijing Financial Street Group Finance Company Limited (4t 3% 4
Rl 77 42 B WA 55 5 R A 7]), a company established in the PRC with
limited liability on 30 June 2015, and a wholly-owned subsidiary

of Financial Street Group
gross floor area
the Company and its subsidiaries as at the date of this circular

overseas listed foreign share(s) in the share capital of the
Company with a nominal value of RMB1.00 per share which are
listed on the Main Board of the Stock Exchange

Hong Kong Financial Reporting Standard

the Hong Kong Special Administrative Region of the People’s
Republic of China

Beijing Huarong Zonghe Investment Co., Ltd. (At #ERF4E G
WE AR /A ), formerly known as Beijing Huarong Zonghe
Investment Company (It #E R4 & & /A F]), a state-owned
enterprise established in the PRC on 9 July 1992 and wholly-
owned by Financial Street Group. As at the date of this circular
holds 34.35% of the Shares in our Company
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DEFINITIONS

“Independent Board Committee”

“Independent Financial Adviser” or

“Dongxing Securities”

“Independent Shareholders”

“Independent Third Parties”

“Latest Practicable Date”

“Leasing Framework Agreement”

“Lease Annual Caps”

“Listing Rules”

the independent board committee of the Company comprising all

independent non-executive Directors

Dongxing Securities (Hong Kong) Company Limited, a
corporation licensed to conduct Type 1 (dealing in securities),
Type 4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities as defined under the SFO, being
the independent financial adviser to the Independent Board
Committee and the Independent Shareholders in respect of the
Renewal of Connected Transactions Framework Agreements and

the transactions contemplated thereunder

the Shareholders, other than Financial Street Group and its
associate(s), who are not required to abstain from voting at
the EGM in respect of the 2023 Deposit Service Framework
Agreement, 2023 Leasing Framework Agreement and 2023
Property Management Services Framework Agreement and the
transactions contemplated thereunder (including the proposed

annual caps)

individual(s) or company(ies) and their respective ultimate
beneficial owner(s), who or which, to the best of the Directors’
knowledge, information and belief, after making all reasonable

enquiries, is/are not connected with the Company

16 December 2022, being the latest practicable date prior to the
printing of this circular for the purpose of ascertaining certain

information contained in this circular

the leasing framework agreement entered into between the
Company and Financial Street Group on 10 February 2020 for a
term from 6 July 2020 to 31 December 2022

RMB69.7 million, RMB86.7 million and RMB100.7 million,
being the maximum total value of right-of-use assets relating to
the leases to be entered into by the Group with Financial Street
Group for each of the years ending 31 December 2023, 2024 and
2025 under the 2023 Leasing Framework Agreement

the Rules Governing the Listing of Securities on the Stock

Exchange
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DEFINITIONS

“PBOC”

“PRC” or “China”

“Property Management Services”

“Property Management Services

Annual Caps”

“Property Management Services

Framework Agreement”

“Prospectus”

“RMB” or “Renminbi”

“Renewal of Connected Transactions

Framework Agreements”

“Share(s)”

“Shareholder(s)”

“Stock Exchange”

“subsidiary(ies)”

The People’s Bank of China (4[] A [K4R17), the central bank of
the PRC

the People’s Republic of China which, for the purpose of this
circular, excludes Hong Kong Special Administrative Region of
the PRC, Macau Special Administrative Region of the PRC and

Taiwan China

property management services and related services provided by
the Company or indirectly through its subsidiaries to Financial

Street Group

RMB431.8 million, RMB455.4 million and RMB505.4 million,
being the maximum property management fees to be received
by the Group from Financial Street Group for each of the years
ending 31 December 2023, 2024 and 2025 under the 2023 Property

Management Services Framework Agreement
the property management services framework agreement entered
into between the Company and Financial Street Group on 10

February 2020 for a term from 6 July 2020 to 31 December 2022

the prospectus issued by the Company on the initial public
offering and listing dated 19 June 2020

Renminbi, the lawful currency of the PRC

the entering into of the 2023 Lease Framework Agreement, the
2023 Property Management Services Framework Agreement and
the 2023 Deposit Service Framework Agreement

share(s) of the Company

shareholder(s) of the Company

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules



DEFINITIONS

“Xicheng SASAC” State-owned Assets Supervision and Administration Commission
of Beijing Xicheng District Municipal Government (3t 5% P4 4 i
NRBUFE A & & L B )

“%” per cent

* for identification purposes only.
For the purpose of this circular, unless otherwise indicated, the exchange rate at HK$1 = RMBO0.89353 has

been used, where applicable, for the purpose of illustration only and not constitute a representation that

any amount have been, could have been or may be exchanged.
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LETTER FROM THE BOARD

FINANCIAL STREET PROPERTY CO., LIMITED
Rl R A R A
(A joint stock company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 1502)

Executive Directors: Registered Office in the PRC:
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Beijing
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Ms. Lu Qing Principal place of business in Hong Kong:

46/F, Hopewell Centre
183 Queen’s Road East
Wan Chai

Hong Kong

21 December 2022
To the Shareholders:

Dear Sir or Madam,

RENEWAL OF MAJOR AND CONTINUING CONNECTED TRANSACTIONS:
(1) 2023 LEASING FRAMEWORK AGREEMENT;
(2) 2023 PROPERTY MANAGEMENT SERVICES FRAMEWORK AGREEMENT;
AND
(3) 2023 DEPOSIT SERVICE FRAMEWORK AGREEMENT

A. INTRODUCTION

References are made to the announcements of the Company dated 11 November 2022 in relation to

the Renewal of Connected Transactions Framework Agreements.
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Reference are made to the Prospectus, the announcements of the Company dated 20 October 2020 and 26
March 2021 and the circulars of the Company dated 20 November 2020 and 18 May 2021 in relation to: (i)
the entering into of the Leasing Framework Agreement for a term from 6 July 2020 to 31 December 2022;
(ii) the entering into of the Property Management Services Framework Agreement for a term from 6 July
2020 to 31 December 2022 and revision of the annual caps thereunder; and (iii) the entering into of the

Deposit Service Framework Agreement for a term from 24 June 2021 to 31 December 2023.

The Board announces that on 11 November 2022 (after trading hours), the Company has entered into: (i)
the 2023 Leasing Framework Agreement with Financial Street Group for a term from 1 January 2023 to 31
December 2025 to renew the Leasing Framework Agreement; (ii) the 2023 Property Management Services
Framework Agreement with Financial Street Group for a term from 1 January 2023 to 31 December 2025
to renew the Property Management Services Framework Agreement; and (iii) the 2023 Deposit Service
Framework Agreement with FS Finance, superseding the Deposit Service Framework Agreement for
its remaining term, for a term from 1 January 2023 to 31 December 2025 to renew the Deposit Service

Framework Agreement.

2023 LEASING FRAMEWORK AGREEMENT

The principal terms of the 2023 Leasing Framework Agreement are set out below:

Date: 11 November 2022 (after trading hours)

Parties: ) the Company; and

(i1)  Financial Street Group

Term: 1 January 2023 to 31 December 2025

Subject matter: Pursuant to the 2023 Leasing Framework Agreement, the Company will lease
the real property (currently consisting of office properties, operating properties

and carparks) held by Financial Street Group and its associate(s).

The related subsidiaries and associates of both parties shall enter into separate
leasing agreements, and such agreements shall contain specific terms and
conditions. Under the same condition, the terms of these leasing agreement
shall be equivalent to the terms offered by Financial Street Group to other
independent third parties. If the terms of these leasing agreements contravene
with the terms of the 2023 Leasing Framework Agreement, the terms of the

2023 Leasing Framework Agreement shall prevail.
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Pricing policy: The rent payable by the Group pursuant to the 2023 Leasing Framework
Agreement shall be determined after arm’s length negotiations taking into
account the prevailing market rentals of properties of similar nature located in
similar areas with reference to the rent payable by Independent Third Parties to

Financial Street Group.

In order to ensure that the rent payable by the Group are in line with the pricing
policy and are fair and reasonable, the business department of the Group will
be responsible for liaising the commercial terms, etc. of the leasing agreements
with Financial Street Group. Furthermore, it will assess the necessity and
fairness of the leasing agreement to be entered into with Financial Street Group.
In assessing the fairness of the leasing agreement, the business department of
the Group will take into account not less than three rental payment reference
quotations (the “Reference Prices”) obtained from either: (i) the rental
information available in the market; (ii) market research conducted by the
Company; or (iii) the prevailing market rents of leasing agreements previously
entered into between the Group and other third parties of properties of similar
nature and quality located in similar areas. The business department of the
Group will ensure the rent payable by the Group will not be higher than the
average of the Reference Prices. The Group will not enter into the leasing
agreement with Financial Street Group if the business department is of the view
that such leasing agreement is not in line with the pricing policy and is not fair

and reasonable.

Condition precedent: The terms of the 2023 Leasing Framework Agreement are subject to the

Company having obtained the approval of the Independent Shareholders.

Existing annual caps and historical transaction amounts

The following table sets out the existing annual caps and the historical total rent for the lease of properties

payable by the Group to Financial Street Group and its associates:

For the year ended 31 December

2020 2021 2022
(RMB million) (RMB million) (RMB million)
Existing annual caps 30 35 42
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For the year ended 31 December

For the
nine months ended

30 September

2020 2021 2022
(RMB million) (RMB million) (RMB million)

Historical total rent 8.3 11.6' 11.3"2

Note:

1. Pursuant to the Leasing Framework Agreement, the annual caps were determined with reference to the total
rental value payable by the Company in each year. Therefore, the historical transaction value was calculated
based on the total rental value payable by the Company to Financial Street Group and its associates in each
year.

2. The figure represents the total rent amount for the nine months ended 30 September 2022 based on the

Company’s management accounts and was an estimation only.

Proposed Lease Annual Caps and basis of determination

The following table sets out the Lease Annual Caps for the three years ending 31 December 2025 under

the 2023 Leasing Framework Agreement:

For the year ending 31 December

2023
(RMB million)
Right-of-use assets (for those lease of which the
lease term exceeds one year) 69.7
Other payments (including rent for those leases
of which the lease term is no more than one
year) 22.0

2024 2025
(RMB million) ~ (RMB million)
86.7 100.7
34.0 49.7
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Note:

Different accounting treatment apply to different components of payments by the Group under the 2023 Leasing
Framework Agreement in accordance with the HKFRSs applicable to the Group.

Under HKFRS 16, the Group as the lessee shall recognise leases for a term of more than one year as right-of-use
assets and lease liabilities. The right-of-use assets represent its rights to use the underlying leased asset over the lease
term and the lease liabilities represent its obligations to make lease payments (i.e. the rental payment). The assets
and the liabilities arising from the lease are initially measured on present value basis and calculated by discounting
the non-cancellable lease payments under the 2023 Leasing Framework Agreement, using the incremental borrowing
rate as the discount rate. Under HKFRS 16 and in the consolidated statement of comprehensive income of the Group,
the Group shall recognise (i) depreciation charge over the life of the right-of-use asset, and (ii) interest expenses
amortised from the lease liability over the lease term. In accordance with the Listing Rules, the Company is required
to set caps on the total value of right-of-use assets relating to the above leases.

Other amounts payable by the Group as lessee (including rent for those leases for a term of no more than one year)
will be recorded as expenses by the Company over the remainder of term of the lease and separate caps will be set in
accordance with the Listing Rules.

It is estimated that there will be 50 leases with a lease term for more than one year. Among which, there
will be 39 leases with a lease term not more than three years and 11 leases (“Long Term Leases”) with a
lease term of five years. Given the term of the Long Term Leases are more than three years, the Company
has appointed Dongxing Securities to explain why the Long-term Leases is required to be of a term
exceeding three years and to confirm that it is normal business practice for agreements of this type to be of
such duration pursuant to Rule 14A.52 of the Listing Rules. For further details, please refer to the section

headed “Letter from the Independent Financial Advisor” in this circular.

Taking into account the factors stated in the section headed “Letter from the Independent Financial
Advisor” in this circular, Dongxing Securities is of the view that the Long Term Leases, which are longer
than three years, are required and it is normal business practice for agreements of this type to be of such

duration.
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The Lease Annual Caps have been determined with reference to, among other things, the following

factors:

()

(i1)

(iii)

(iv)

the value of the Group’s right to use the leased assets during the term of the Leasing Framework
Agreement which was measured on present value basis and calculated by discounting the expected
lease payments, using the incremental borrowing rate as the discount rate. Due to macroeconomic
factors such as the effect of COVID-19 pandemic, there was a decrease and delay in the number
of properties to be leased as compared to the original plan of the Company for the two years ended
31 December 2021 and nine months ended 30 September 2022 and resulted in a low utilisation rate
of the existing annual caps of the Leasing Framework Agreement. However, with the continued
implementation of pandemic control measures, it is expected that the impact of COVID-19
pandemic will be reduced and the Company will be able to resume its original plan for leasing of
properties and increase the number of leased properties in the future. As a result, it is expected
that all existing leasing agreements entered into with Financial Street Group and its associates will
be renewed with the existing terms and rental payment remain unchanged. It is also expected that
approximately 25 leases will be renewed by the Group for the three years ending 31 December
2025, representing a right-of-use asset value of approximately RMB36.8 million, RMB62.1 million
and RMB40.6 million for the year ending 31 December 2023, 2024 and 2025, respectively;

the expected increase in the right-of-use assets as a result of four long-term leases in relation to
commercial properties, depending on the business needs of the leasing operations of the Group, to
be entered into between the Group and Financial Street Group and its associates in 2023 and 2024,
resulting in an estimated increase in the right-of-use assets of approximately RMB8.9 million,
RMB10.9 million and RMB7.6 million for the three years ending 31 December 2023, 2024 and
2025, respectively;

the expected increase in the right-of-use assets as a result of long-term carpark leases for
approximately 21 properties under management (more than one year) to be entered into between the
Group and Financial Street Group and its associates for the three years ending 31 December 2025,
resulting in an increase in right-of-use assets of approximately RMB23.9 million, RMB13.7 million

and RMB52.4 million for the three years ending 31 December 2025, respectively; and

the expected increase in the rental payment as a result of short-term carpark leases for
approximately 21 properties under management (no more than one year) to be entered into between
the Group and Financial Street Group and its associates for the three years ending 31 December
2025, resulting in an increase in the rental payment of approximately RMB22.0 million, RMB34.0
million and RMB49.7 million for the three years ending 31 December 2025, respectively.
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2023 PROPERTY MANAGEMENT SERVICES FRAMEWORK AGREEMENT

The principal terms of the 2023 Property Management Services Framework Agreement are set out below:

Date:

Parties:

Term:

Subject matter:

Pricing policy:

11 November 2022 (after trading hours)

) the Company; and

(i1)  Financial Street Group

1 January 2023 to 31 December 2025

Pursuant to the 2023 Property Management Services Framework Agreement,
the Company, either directly, or indirectly through subsidiaries, agreed to
provide property management services and related services to Financial Street

Group and its associates with respect to the following types of properties:

(1) properties owned by, or with respect to which Financial Street Group and

its associates have the right of use; and

(i1)  properties already developed by Financial Street Group and its associates
but unsold, or properties already developed and sold but undelivered by

Financial Street Group and its associates.

The related subsidiaries and associates of both parties shall enter into separate
property management services agreements, and such agreements shall contain
specific terms and conditions. Under the same condition, the terms of these
property management services agreement shall be equivalent to the terms

offered by Financial Street Group to other third parties.

The property management fees to be charged pursuant to the 2023 Property
Management Services Framework Agreement shall be determined after arm’s
length negotiations taking into account the location of the projects, the expected
operational costs (including, amongst others, labour costs, material costs and
administrative costs) with reference to the property management fees for similar

services and similar types of projects in the market.
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Condition precedent:

In order to ensure that the property management fees offered by the Group
to Financial Street Group are in line with the pricing policy and are fair and
reasonable, the business department of the Group will be responsible for liaising
the commercial terms, etc. of the property management service agreement
with Financial Street Group. Furthermore, it will assess the necessity and
fairness of the property management service agreement to be entered into with
Financial Street Group. In assessing the fairness of the property management
service agreement, the business department of the Group will take into account
not less than three property management fees reference prices (the “Property
Management Fee Reference Prices”) obtained from either: (i) property
management fees information available in the market; or (ii) the property
management fees of property management service agreements previously entered
into between the Group and other third parties for properties management service
projects of similar nature and quality located in similar areas. The business
department of the Group will ensure the property management fees offered by
Financial Street Group will not be lower than the cost incurred in the provision
of property management services (such as labour and material costs) by the
Group and also the average of the Property Management Fee Reference Prices.
The Group will not enter into the property management service agreement
with Financial Street Group if the business department is of the view that such
property management service agreement is not in line with the pricing policy

and is not fair and reasonable.

The terms of the 2023 Property Management Services Framework Agreement
are subject to the Company having obtained the approval of the Independent
Shareholders.
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Existing annual caps and historical transaction amounts

The following table sets out the existing annual caps and the fees paid by Financial Street Group and its
associates for Property Management Services to our Group:

For the year ended 31 December

2020 2021 2022
(RMB million) (RMB million) (RMB million)
Existing annual caps 210 247 290
For the
nine months ended
For the year ended 31 December 30 September
2020 2021 2022
(RMB million) (RMB million) (RMB million)
Historical fees for Property Management
Services 201.8 203.3 160’
Note:
1. The figure represents the fee amount for the nine months ended 30 September 2022 based on the Company’s

management accounts and was an estimation only.
Proposed Property Management Services Annual Caps and basis of determination

The following table sets out the Property Management Services Annual Caps for the three years ending 31
December 2025 under the 2023 Property Management Services Framework Agreement:

For the year ending 31 December

2023 2024 2025
(RMB million) (RMB million) (RMB million)
431.8 455.4 505.4

The Property Management Services Annual Caps have been determined with reference to, among other
things, the following factors:

1) the historical transaction amounts based on the existing 91 property management projects with
Financial Street Group and its associates during the term of the 2023 Property Management
Services Framework Agreement. Due to macroeconomic factors such as the effect of COVID-19
pandemic, the actual demand for property management services for the two years ended 31
December 2021 and nine months ended 30 September 2022 was lower than expected, resulting in
a low utilisation rate of the existing annual caps of the Property Management Services Agreement.
However, with the continued implementation of pandemic control measures, it is expected that the
effect of COVID-19 pandemic will be reduced and there will be increase in demand for property
management service projects in the future. As a result, it is expected that all property management
services agreements entered into with Financial Street Group and its associates will be renewed
upon expiry of the respective terms with the existing terms remain unchanged;
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(i1)

(iii)

the estimation of the increase in demand of Financial Street Group and its associates for property
management services. Based on the understanding of the Company, the communication between
the Company and Financial Street Group and its associates and the scale of the existing properties
owned by and the future business development of Financial Street Group and its associates, it is
estimated that there will be an increase in property management fee of approximately RMB214.9
million, RMB249 million and RMB302.2 million resulting from an increase in 36, 53 and 62
property management projects for the year ending 31 December 2023, 2024 and 2025, respectively;

and

the volume of property management services that Financial Street Group and its associates require
from the Group as a proportion of the total property management services required by Financial

Street Group and its associates will remain steady.

Considering (i) the estimated year-on-year increment of the number of new property projects to be

developed by Financial Street Group which may require the property management services by the

Company; and (ii) based on the communication between the Company and Financial Street Group, the

estimated increase in the number of property management projects for 2023, 2024 and 2025 comprise

mainly of newly completed property projects with relatively more unoccupied units as compared to the

existing property management projects of the Company, the Company is of the view that the year-on-year

increment of the Property Management Services Annual Caps is fair and reasonable.

2023 DEPOSIT SERVICE FRAMEWORK AGREEMENT

The principal terms of the 2023 Deposit Service Framework Agreement are set out below:

Date: 11 November 2022 (after trading hours)

Parties: @) the Company; and
(i)  FS Finance

Term: 1 January 2023 to 31 December 2025 (upon the effective date of the 2023
Deposit Service Framework Agreement, it will supersede the Deposit Service
Framework Agreement for its remaining term)

Subject matter: Pursuant to the 2023 Deposit Service Framework Agreement, FS Finance shall

provide the Deposit Services to the Group.

The Deposit Service Framework Agreement does not restrict the Group’s
use of services provided by other commercial banks or independent financial
institutions. The Group may (but is not obliged to) use the Deposit Services
provided by FS Finance.

—10 -
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Pricing policy:

Condition precedent:

There is no restriction or penalty on early withdrawal of the deposits by the
Group. The Group can withdraw deposit of less than RMB10 million on the
same day when the Group send the withdrawal instruction to FS Finance. To
withdraw deposit of more than RMB 10 million, the withdrawal instruction shall

be sent to FS Finance one business day prior to the withdrawal date.

FS Finance undertakes to provide the Deposit Services to the Group according

to the following pricing policy:

) the interest rate in respect of the deposits placed by the Group with
FS Finance will be equal to or higher than the average interest rate
offered by independent major PRC state-owned commercial banks for

comparable deposits of the same type and term; and

(i1)  the commercial terms provided by FS Finance in respect of the Deposit
Services will be equal to or more favourable compared to those offered

to Independent Third Parties.

In order to ensure that the deposit interest rate and commercial terms provided
by FS Finance are in line with the pricing policy and are fair and reasonable,
the Company’s finance department was responsible for liaising the commercial
terms, etc. of the deposit service agreement with FS Finance, and has compared
deposit services of the same type and term provided by FS Finance with those
offered by other independent major PRC state-owned commercial banks
(i.e. China Construction Bank, Industrial and Commercial Bank of China,
Agricultural Bank of China, Bank of China, or Bank of Communications), and
also obtain not less than three quotations on deposits via conducting online
enquiries. The above steps would ensure the interest rate to be provided by FS
Finance to the Group will be equal to or higher than the average interest rate
offered by the comparable banks for comparable deposits of the same type
and term. Furthermore, the Company’s finance department will also quarterly
monitor and confirm that the applicable interest rates provided by FS Finance to
the Group will not be lower than the interest rates of the above-mentioned five

PRC state-owned commercial banks as provided in their quotations.

The terms of the 2023 Deposit Service Framework Agreement are subject to the

Company having obtained the approval of the Independent Shareholders.
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Existing annual caps and historical transaction amounts

The following table sets out the existing annual caps and the historical maximum daily deposit balances

(including accrued interests) our Group deposited with FS Finance:

For the year ended 31 December

2020 2021 2022
(RMB million) (RMB million) (RMB million)
Existing annual caps 1,000 1,000 1,000
For the
nine months ended
For the year ended 31 December 30 September
2020 2021 2022
(RMB million) (RMB million) (RMB million)
Historical maximum deposit balances
(including accrued interests) 375.7 413.8 430.2!
Note:
1. The figure represents the maximum deposit balance (including accrued interests) for the nine months ended 30

September 2022 based on the Company’s management accounts and was an estimation only.

Proposed Deposit Service Annual Caps and basis of determination

The following table sets out the Deposit Service Annual Caps for the three years ending 31 December

2025 under the 2023 Deposit Service Framework Agreement:

For the year ending 31 December
2023 2024 2025
(RMB million) (RMB million) (RMB million)

Maximum daily deposit balance 1,000 1,000 1,000

Maximum interest income 10.4 10.4 10.4

The Deposit Service Annual Caps have been determined with reference to, among other things, the

following factors:
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In relation to the deposit amount

1) the historical transaction amounts of the Deposit Services: the maximum daily deposit balances
(including accrued interests) placed by the Group with FS Finance for each of the two years ended
31 December 2020 and 2021 and for the nine months ended 30 September 2022 was approximately
RMB375.7 million, RMB413.8 million and RMB430.2 million, respectively, and the Group has
not utilised the annual cap in the previous years as it has adopted a prudent and risk diversification

investment approach, so the Group has deposited its cash in different financial institutions;

(ii)  the historical cash position of the Group: the cash and cash equivalents of the Group as at 31
December 2020 and 2021 and 30 June 2022 was approximately RMB1,399.5 million, RMB1,397.6
million and RMB1,361.7 million, respectively;

(iii)  the estimated cash and revenue to be generated from the potential target companies to be acquired
by the Company using the net proceeds from the listing of H Shares of the Company. The Company
intends to pursue strategic acquisition and acquire new subsidiary in the PRC to expand its business
coverage. For further details, please refer to the section headed “Future Plans and use of Proceeds”
in the Prospectus. As at the date of this circular, the Company is in the process of identifying
suitable acquisition target. As at the Latest Practicable Date, the amount of unutilised proceeds for

the pursuit of strategic acquisition is RMB376.1 million; and

(iv)  the Deposit Services will be obtained by the Group on a voluntary and non-exclusive basis. There
is no restriction under the 2023 Deposit Service Framework Agreement on the Group’s use of
deposit services from other commercial banks or independent financial institutions; the Group has
sole discretion to make its selection according to the relevant conditions and quality of services
being delivered by other commercial banks or independent financial institutions. In general, other
than FS Finance, the Group also places cash deposits with other commercial banks and independent

financial institutions in the PRC.

Before placing deposits with FS Finance, the Company has carried out several due diligence works on FS
Finance, including but not limited to inspection of its business certificates and certificate of incorporation,
checking of legal compliance status of FS Finance and inspection of the financial report of FS Finance
for the most recent financial year, to ensure FS Finance is entitled to and capable of providing financial
services. Considering: (i) FS Finance has obtained all the relevant licences to provide Deposit Services;
(ii) there exists no legal non-compliance incident by FS Finance; (iii) FS Finance is a non-bank financial
institution subject to supervision of the China Banking and Insurance Regulatory Commission (1[2d
TR BB 2 B ) (“CBIRC”) and shall operate business in accordance with the Measures for
the Administration of Finance Companies of Enterprise Groups ({1 3&4E [H W15/ 7 & #LHEL)) (the
“Administrative Measures”), which sets forth several rules/measures on supervision, management and
risk control with regard to operating finance companies of enterprise groups, including but not limited
to maintaining certain financial ratios and reporting to the CBIRC; and (iv) compare to the 2021 Major
Supervisory Indicators of Commercial Banking Institutions® (P 2E8R 1T 3= % B5 45 F5 A 1% L #(2021))
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published on the website of the CBIRC which states that the bad debt ratio, capital adequacy ratio and
current ratio of commercial banks in the PRC in the fourth quarter of 2021 were approximately 1.73%,
15.13% and 60.32%, respectively. Whilst the respective financial ratios of FS Finance are approximately
nil, 35.41% and 75.64% as at 31 December 2021, thus FS Finance’s financial ratios show a better
performance than those of the independent major state-owned commercial banks in the PRC, the Company

is of the view that the credit risk for placing deposits with FS Finance is minimal.

In relation to the interest amount

1) the percentage, being approximately 70%, of the total deposits by the Company with FS Finance
being kept in current account. Such percentage is derived from the average percentage of the total
deposit by the Company with FS Finance being kept in current account as at 31 December 2020 and
2021 and 30 June 2022;

(ii)  the percentage, being approximately 30%, of the total deposits by the Company with FS Finance
being kept as fixed deposit. Such percentage is derived from the average percentage of the total
deposit by the Company with FS Finance being kept as fixed deposit as at 31 December 2020 and
2021 and 30 June 2022; and

(iii)  the projected maximum interest rate to be offered by FS Finance of approximately 2.3% for one-
year fixed deposits and approximately 0.5% for one-year current deposits during the term of the
2023 Deposit Service Framework Agreement, which are determined at a 50% premium to the PBOC

base rates.

REASONS FOR AND BENEFITS OF THE RENEWAL OF CONNECTED TRANSACTIONS
FRAMEWORK AGREEMENTS

In relation to the 2023 Leasing Framework Agreement

In view of the long term relationship with Financial Street Group for the provision of office and business
premises, the entering into the 2023 Leasing Framework Agreement can reduce the Company’s search
cost of suitable premise, avoid incurrence of relocation cost and so to ensure the stability of the working
environment of the Group. Further, the renting of premises from Financial Street Group can fulfill the
business development needs of the Group, which enables the Group to further expand its business scale
and development and the revenue generated from the value-added services (including catering services and

car park operations, etc.).
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In relation to the 2023 Property Management Services Framework Agreement

The Board is of the view that the entering of the 2023 Property Management Services Framework
Agreement is crucial to the business development and is beneficial to the Company as the Company may
secure a stable source of revenue after considering that (i) the Company, as a subsidiary of Financial Street
Group, has developed synergistically and maintained a long-term and stable relationship with Financial
Street Group and its associates in real estate, investment, insurance and education business segments;
and (ii) the steady development of each business segment of Financial Street Group will bring new
business opportunities of the property management services provided by the Group, which is an important

component of the Group’s revenue from property management services.

In relation to the 2023 Deposit Service Framework Agreement

FS Finance has been providing the Deposit Services to the Group prior to the listing of the H Shares on the
Stock Exchange, and has developed a solid understanding of the business operation and cash management
model of the Group, and is capable of providing the Group with Deposit Services in a stable, suitable,
efficient, convenient, and flexible manner. In addition, depositing funds with FS Finance is consistent with

the Group’s relevant requirements on treasury centralisation and overall management.

Moreover, the interest rate in respect of the Deposit Services provided by FS Finance to the Group
will be equal to or higher than the average interest rate offered by independent major PRC state-owned
commercial banks for comparable deposits of the same type and term; and its commercial terms in respect
of the Deposit Services provided to the Group will be equal to or more favourable compared to those
offered to Independent Third Parties.

The Board cannot control or predict interest rates that will be offered by commercial banks in the future.
In the event interest rates offered by commercial banks become unattractive, or if the gap between the
interest rates offered by commercial banks and that of FS Finance becomes significant, the Group must be
afforded the option to choose the most beneficial interest rates, including depositing a sizable portion of

its cash and cash equivalents with FS Finance if indeed that is the best option.

OPINION OF THE BOARD

In view of the above reasons and benefits, given the transactions contemplated under the Renewal of
Connected Transactions Framework Agreement are in the ordinary and usual course of business of the
Company and are under normal commercial terms or better, the Board (excluding the independent non-
executive Directors, being members of the Independent Board Committee, who will express their views
after taking into consideration the advice of the Independent Financial Adviser) are of the view that the
terms of the 2023 Leasing Framework Agreement, 2023 Property Management Services Framework
Agreement and the 2023 Deposit Service Framework Agreement and the Lease Annual Caps, Property
Management Services Annual Caps and Deposit Service Annual Cap are on normal commercial terms and

are fair and reasonable and are in the interests of the Company and the Shareholders as a whole.
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None of the Directors has any material interests in the transactions contemplated under the Renewal of
Connected Transactions Framework Agreement. However, Mr. Liang Jianping, Mr. Li Liang and Ms. Zhao
Lu, each holding an office in Financial Street Group or its associates, have abstained from voting on the

Board decision regarding the Renewal of Connected Transactions Framework Agreements.

Shareholders should note that the Lease Annual Caps, the Property Management Services Annual Caps
and the Deposit Service Annual Caps represent the best estimates by the Directors of the amounts of
the relevant transactions based on the information currently available. The Lease Annual Caps, the
Property Management Services Annual Caps and the Deposit Service Annual Caps bear no direct link, nor

constitute a guide or commitment to the Group’s future financial information or performance.

INTERNAL CONTROL MEASURES

The Group has adopted the following internal policies and measures to ensure the transactions
contemplated under the 2023 Leasing Framework Agreement, the 2023 Property Management Services
Framework Agreement and the 2023 Deposit Service Framework Agreement will be implemented under
the terms of the relevant framework agreements and the pricing policies, generally including (but not

limited to):

@) the Group will maintain a database of fees paid to the Group in respect of property management
services, which is compiled by property type, geographical location of the property, the scope of

property management services to be provided by the Group and the identity of the customer;

(i)  the connected transaction panel (consists of members from the office of the Board, the finance
department and the risk and legal center of the Company) of the Company will be responsible for
regular monitoring of the continuing connected transaction contemplated under the 2023 Leasing
Framework Agreement, the 2023 Property Management Services Framework Agreement and the
2023 Deposit Service Framework Agreement to ensure that the Lease Annual Caps, Property
Management Services Annual Caps and Deposit Service Annual Caps will not be exceeded. When
the transaction volume approaches 85% of the Lease Annual Caps, Property Management Services
Annual Caps and Deposit Service Annual Cap for the respective financial year, the connected
transaction panel will report immediately to the management and the Board and the Group will

cease to enter into any new transaction;

(iii)  prior to entering into any transactions contemplated under the 2023 Leasing Framework Agreement,
the 2023 Property Management Services Framework Agreement and the 2023 Deposit Service
Framework Agreement, the relevant key management personnel of various business departments
of the Group will review and assess the specific terms and conditions of the transactions to ensure
their consistency with the 2023 Leasing Framework Agreement, the 2023 Property Management
Services Framework Agreement and the 2023 Deposit Service Framework Agreement. The relevant

officers will examine, among others, (a) information of the parties; (b) the terms of the agreement
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and compare it with the terms of similar services offered by Independent Third Parties; (c) the
type and scope of services to be provided by the Group thereunder; and (d) whether the contract
price is in line with the relevant pricing policies, in order to ensure comments (if any) from various

departments of the Group will be properly addressed;

(iv) the Company will engage its auditors to conduct an annual review of the continuing connected
transactions to be conducted pursuant to the 2023 Leasing Framework Agreement, the 2023
Property Management Services Framework Agreement and the 2023 Deposit Service Framework

Agreement; and

(v)  the independent non-executive Directors will review the continuing connected transactions to be
conducted pursuant to the 2023 Leasing Framework Agreement, the 2023 Property Management
Services Framework Agreement and the 2023 Deposit Service Framework Agreement on an annual
basis and confirm whether such continuing connected transactions have been entered into in the
ordinary and usual course of business of the Group, on normal commercial terms or better, and in
accordance with the 2023 Leasing Framework Agreement, the 2023 Property Management Services
Framework Agreement and the 2023 Deposit Service Framework Agreement on terms that are fair

and reasonable and in the interests of the Shareholders as a whole.

INFORMATION OF THE PARTIES

Information on FS Finance

FS Finance, a company established in the PRC with limited liability on 30 June 2015, is a wholly-owned
subsidiary of Financial Street Group. FS Finance is a non-bank financial institution (JF #8475l #4%) which
provides Deposit Services to Financial Street Group and its subsidiaries. FS Finance is subject to a number

of regulatory requirements and guidelines issued by regulatory authorities in the PRC.

Information on Financial Street Group

Financial Street Group and its subsidiaries mainly operate in real estate development, investment holding,
finance, education and medical and wellness. The head office of Financial Street Group is located in
Beijing, and its operating properties include office buildings, hotels, apartments, commercial properties,

residential properties and parking lots, etc..

Information on the Group

The Company is a joint stock company established under the laws of the PRC with limited liability, the H
Shares of which are listed on the Main Board of the Hong Kong Stock Exchange. The Group is principally

engaged in providing property management and related services to properties located at financial

management centres at all levels nationwide.
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LISTING RULES IMPLICATION

Continuing connected transactions implications

As at the date of this circular, Financial Street Group was interested in an aggregate of 34.35% of the total
issued share capital of the Company, hence Financial Street Group is a controlling shareholder and thus
a connected person of the Company. FS Finance is a wholly-owned subsidiary of Financial Street Group,
and is therefore a connected person of the Company. Accordingly, the transactions contemplated under
the 2023 Leasing Framework Agreement, the 2023 Property Management Services Framework Agreement
and the 2023 Deposit Service Framework Agreement constitute continuing connected transactions of the

Company under Chapter 14A of the Listing Rules.

Non-exempt transactions

As the highest applicable percentage ratio in respect of: (i) the Lease Annual Caps (for both right-of-
use assets and other payments); (ii) the Property Management Services Annual Caps and (iii) the Deposit
Service Annual Caps exceed 5%, the transactions contemplated under the 2023 Leasing Framework
Agreement, the 2023 Property Management Services Framework Agreement and the 2023 Deposit Service
Framework Agreement constitute continuing connected transactions of the Company which are subject
to announcement, reporting, annual review and independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Notifiable transactions implications

Discloseable transactions

As one or more of the applicable percentage ratios in respect of Lease Annual Caps (for both right-of-use
assets and other payments) exceed 5% but less than 25%, the transactions contemplated under the 2023
Leasing Framework Agreement also constitute discloseable transactions of the Company which are subject
to the reporting and announcement requirement under Chapter 14 of the Listing Rules.

Major transactions

As one or more of the applicable percentage ratio in respect of Deposit Service Annual Caps exceed 25%,
the transactions contemplated under the 2023 Deposit Service Framework Agreement also constitute major

transactions of the Company which are subject to announcement, reporting and shareholders’ approval

requirements under Chapter 14 of the Listing Rules.
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EGM AND PROXY ARRANGEMENT

In light of the prevailing pandemic situation and to safeguard the health and safety of the
Shareholders, the EGM will be held at 10:00 a.m. on Monday, 9 January 2023 by way of
teleconference. You may attend the EGM by using your smartphones, tablets or computers from any
location with Internet access and submit questions online during the EGM. The notice of the EGM is

set out on pages EGM-1 to EGM-3 of this circular.

Shareholders attending the EGM by way of teleconference will not be counted towards a quorum
and will not be able to cast their votes online. If you intend to cast your votes, you should appoint
the chairman of the meeting as your proxy by completing and returning the accompanying proxy
form in accordance with the instructions printed thereon. H Shareholders are required to return
the proxy form to the Company’s H Share registrar, Computershare Hong Kong Investor Services
Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong and
Domestic Shareholders are required to return the proxy form to the Company’s principal place of
business in the PRC at 24/F, Xihuan Plaza Tower 2, 1 Xizhimenwai Avenue, Xicheng District,
Beijing, the PRC by personal delivery or by post not less than 24 hours before the time fixed for
holding the EGM or any adjourned meeting thereof. Completion and return of the proxy form will

not preclude you from attending at the EGM or at any adjourned meeting should you so wish.

The Renewal of Connected Transactions Framework Agreements is subject to the approval of the
Independent Shareholders by way of ordinary resolutions at the EGM. Huarong Zonghe, a wholly-
owned subsidiary of Financial Street Group holding 34.35% of the issued share capital of the
Company as of the Latest Practicable Date, shall abstain from voting on the Renewal of Connected

Transactions Framework Agreements.

Pursuant to Rule 13.39(4) of the Listing Rules, all votes at the EGM will be taken by poll. The
Company will announce the results of the poll in accordance with the Listing Rules following the
EGM.

RECOMMENDATION

Your attention is drawn to (i) the letter from the Independent Board Committee set out on pages
21 to 22 of this circular which contains the recommendation of the Independent Board Committee
containing its opinion and recommendations on the Renewal of Connected Transactions Framework
Agreements and the transactions contemplated thereunder; (ii) the letter from Dongxing Securities,
the Independent Financial Adviser, set out on pages 23 to 58 of this circular which contains its
advice on the connected transactions contemplated under the Renewal of Connected Transactions
Framework Agreements to the Independent Board Committee and the Independent Shareholders;

and (iii) additional information set out in the appendices to this circular.
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The Directors and the Independent Board Committee, having taken into account the advice of
Dongxing Securities, consider that the ordinary resolutions as set out in the notice of the EGM, in
relation to the Renewal of Connected Transactions Framework Agreements and the transactions
contemplated thereunder is fair and reasonable and in the interests of the Company and the
Shareholders as a whole. Accordingly, the Directors and the Independent Board Committee
recommend the Independent Shareholders to vote in favour of the ordinary resolutions to be

proposed at the EGM.

Yours faithfully,
By order of the Board
Financial Street Property Co., Limited
Sun Jie

Chairman
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FINANCIAL STREET PROPERTY CO., LIMITED
Rl R A R A
(A joint stock company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 1502)

21 December 2022
To the Independent Shareholders:

Dear Sir or Madam,

RENEWAL OF MAJOR AND CONTINUING CONNECTED TRANSACTIONS:
(1) 2023 LEASING FRAMEWORK AGREEMENT;
(2) 2023 PROPERTY MANAGEMENT SERVICES FRAMEWORK AGREEMENT;
AND
(3) 2023 DEPOSIT SERVICE FRAMEWORK AGREEMENT

We refer to the circular (the “Circular”) of the Company dated 21 December 2022 despatched to the
Shareholders of which this letter forms a part. Unless the context requires otherwise, capitalised terms and

expressions used in this letter shall have the same meanings as those defined in the Circular.

We have been appointed to advise the Independent Shareholders on whether the Renewal of Connected
Transactions Framework Agreements and the transactions contemplated thereunder are fair and reasonable
and in the interests of the Company and the Shareholders as a whole. Dongxing Securities has been
appointed to advise the Independent Board Committee and Independent Shareholders in respect of the

abovementioned matters.

We wish to draw your attention to the letter from the Board set out on pages 1 to 20 of the Circular and the

letter from Dongxing Securities set out on pages 23 to 58 of the Circular.
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Having considered the advice given by Dongxing Securities, we are of the opinion that the Renewal of
Connected Transactions Framework Agreements and the transactions contemplated thereunder are on
normal commercial terms, are in the interests of the Company and the Shareholders as a whole and the
terms of which are fair and reasonable so far as the Independent Shareholders are concerned. Accordingly,
we recommend the Independent Shareholders to vote in favour of the ordinary resolutions to be proposed

at the EGM.

Yours faithfully,
For and on behalf of the Independent Board Committee
Financial Street Property Co., Limited
Mr. Song Baocheng
Ms. Tong Yan
Ms. Lu Qing

Independent Non-executive Directors
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The following is the full text of the letter of advice to the Independent Board Committee and the
Independent Shareholders from the Independent Financial Adviser in respect of the transactions
contemplated under the 2023 Leasing Framework Agreement, the 2023 Property Management Services
Framework Agreement and the 2023 Deposit Service Framework Agreement and the related annual caps,

which has been prepared for the purpose of inclusion in this circular.

$ =N e ( g b 2 DONGXING SECURITIES
= R DE o7 ] c4 (HONG KONG) COMPANY LIMITED
“, DONGXING SECURITIES (HONG KONG)

Room 6805-6806A

International Commerce Centre
1 Austin Road

West Kowloon

Hong Kong

21 December 2022

To: The Independent Board Committee and the Independent Shareholders of Financial Street Property
Co., Limited

Dear Sirs,

RENEWAL OF MAJOR AND CONTINUING CONNECTED TRANSACTIONS:
(1) 2023 LEASING FRAMEWORK AGREEMENT;
(2) 2023 PROPERTY MANAGEMENT SERVICES FRAMEWORK AGREEMENT;
AND
(3) 2023 DEPOSIT SERVICE FRAMEWORK AGREEMENT

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent Board
Committee and the Independent Shareholders in relation to the (i) 2023 Leasing Framework Agreement;
(ii) 2023 Property Management Services Framework Agreement; and (iii) 2023 Deposit Service
Framework Agreement (collectively referred to as the “Renewal of Connected Transactions Framework
Agreements”) and the related caps, details of which are set out in the letter from the Board (the “Board
Letter”) contained in the circular dated 21 December 2022 issued by the Company to the Shareholders
(the “Circular”), of which this letter forms part. Terms used in this letter shall have the same meanings as

defined in the Circular unless the context requires otherwise.
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As at the Latest Practicable Date, Financial Street Group was interested in an aggregate of 34.35% of the
total issued share capital of the Company, hence Financial Street Group is a controlling shareholder and
thus a connected person of the Company. FS Finance is a wholly-owned subsidiary of Financial Street
Group, and is therefore a connected person of the Company. Accordingly, the transactions contemplated
under the 2023 Leasing Framework Agreement, the 2023 Property Management Services Framework
Agreement and the 2023 Deposit Service Framework Agreement constitute continuing connected

transactions of the Company under Chapter 14A of the Listing Rules.

As the highest applicable percentage ratio in respect of: (i) the Lease Annual Caps (for both rights-of-
use assets and other payments); (ii) the Property Management Services Annual Caps and (iii) the Deposit
Service Annual Caps exceed 5%, the transactions contemplated under the 2023 Leasing Framework
Agreement, the 2023 Property Management Services Framework Agreement and the 2023 Deposit Service
Framework Agreement constitute continuing connected transactions of the Company which are subject
to announcement, reporting, annual review and independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios in respect of Lease Annual Caps (for both right of use
assets and other payments) exceed 5% but less than 25%, the transactions contemplated under the 2023
Leasing Framework Agreement also constitute discloseable transactions of the Company which are subject

to the reporting and announcement requirements under Chapter 14 of the Listing Rules.

As one or more of the applicable percentage ratio in respect of Deposit Service Annual Caps exceed 25%,
the transactions contemplated under the 2023 Deposit Service Framework Agreement also constitute major
transactions of the Company which are subject to announcement, reporting and shareholders’ approval

requirements under Chapter 14 of the Listing Rules.

The Independent Board Committee, comprising all independent non-executive Directors, has been
established to consider and advise the Independent Shareholders in relation to the Renewal of Connected
Transactions Framework Agreements and as to whether the related annual caps are fair and reasonable
and are in the interests of the Company and its Shareholders as a whole. We have been appointed as
the Independent Financial Adviser to advise the Independent Board Committee and the Independent
Shareholders on the Renewal of Connected Transactions Framework Agreements and the related annual

caps.

OUR INDEPENDENCE

As at the Latest Practicable Date, we did not have any relationships or interests with the Company or any
other parties that could reasonably be regarded as relevant to our independence. Save for this appointment
as the Independent Financial Adviser in relation to this transaction, there were no other engagements
between us and the Group in the past two years. Apart from normal professional fees paid or payable to us
in connection with this transaction, no other arrangement exists whereby we had received or would receive
any fees or benefits from the Company or any parties that could reasonably be regarded as relevant to
our independence. Accordingly, we consider ourselves independent in accordance with Rule 13.84 of the

Listing Rules.

_24



LETTER FROM THE INDEPENDENT FINANCIAL ADVISOR

BASIS OF OUR OPINION

In formulating our opinion and advice, we have relied upon the accuracy of the information and
representations contained in the Circular and information provided to us by the Company and the
management of the Company (the “Management”). We have assumed that all statements, information
and representations made or referred to in the Circular and all information and representations which have
been provided by the Company and the Management, for which they are solely and wholly responsible,
were true, accurate and complete at the time they were made and continue to be true as at the Latest
Practicable Date.

Our review and analysis were based upon, among other things, (i) 2023 Leasing Framework Agreement;
(ii) 2023 Property Management Services Framework Agreement; and (iii) 2023 Deposit Service
Framework Agreement; (iv) the Leasing Framework Agreement; (v) the supplemental agreement of the
Property Management Services Framework Agreement dated 10 June 2020; (vi) the Property Management
Services Framework Agreement; (vii) the Deposit Service Framework Agreement; (viii) the contract list
setting out the information of leasing contracts entered into between the Group and its landlords for the six
months ended 30 June 2022; (ix) the full contract list setting out the information of property management
services contracts entered into between the Group and its customers for the financial year 2020, 2021 and
for the six months ended 30 June 2022; (x) summary of property management services project list for
financial year 2023 to 2025; (xi) the existing list of deposits setting out the information of all the deposit
status within the financial year 2022 between the Group and FS Finance; and the Group and independent
commercial banks; (xii) the historical transaction amounts under the Leasing Framework Agreement,
the Property Management Framework Agreement and the Deposit Service Framework Agreement; (xiii)
the internal control policy for continuing connected transactions of the Group; (xiv) 2022 interim report
published on 20 August 2022 by Financial Street Holdings; (xv) the 2022 Company interim report; and

(xvi) this Circular.

We have also assumed that all statements of belief, opinion and intention made by the Directors in the
Circular were reasonably made after due enquiry and careful consideration and there are no other facts
not contained in the Circular, the omission of which make any such statement contained in the Circular
misleading. The Shareholders will be notified of material changes as soon as possible, if any, to the
information and representations provided and made to us after the Latest Practicable Date and up to and
including the date of the EGM.

The Directors have collectively and individually accepted full responsibility for the accuracy of the
information contained in the Circular and have confirmed, having made all reasonable enquiries that, to the
best of their knowledge and belief, there are no omission of other facts that would make any statements in
the Circular misleading. We, as the Independent Financial Adviser, take no responsibility for the contents
of any part of the Circular, save and except for this letter. We consider that we have been provided with
sufficient information to reach an informed view and to provide a reasonable basis for our opinion. We
have no reason to believe that any information and representations relied on by us in forming our opinion
is untrue, inaccurate or misleading, nor are we aware of any omission of any material facts that would
render the information provided and the representations made to us untrue, inaccurate or misleading. We
have not, however, conducted any independent in-depth investigation into the business affairs, financial

position or future prospects of the Group, nor have we carried out any independent verification of the

information provided by the Directors and/or the Management.
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This letter is issued to the Independent Board Committee and the Independent Shareholders, solely in
connection for their consideration of the Renewal of Connected Transactions Framework Agreements and
the related annual caps, and except for its inclusion in the Circular, is not to be quoted or referred to, in

whole or in part, nor shall this letter be used for any other purpose without our prior written consent.
PRINCIPAL FACTORS AND REASONS CONSIDERED

In assessing the Renewal of Connected Transactions Framework Agreements and the related annual caps and
in giving our recommendations to the Independent Board Committee and the Independent Shareholders,

we have taken into consideration of the following principal factors and reasons.

1. Information on the Company and the Group background information of the parties to the
Renewal of Connected Transactions Framework Agreements

) Information on the Group

The Company is a joint stock company established under the laws of the PRC with limited
liability, the H Shares of which are listed on the Main Board of the Hong Kong Stock
Exchange. The Group is principally engaged in providing property management and related

services to properties located at financial management centres at all levels nationwide.
(ii)  Information on Financial Street Group

Financial Street Group and its subsidiaries mainly operate in real estate development,
investment holding, finance, education and medical and wellness. The head office of
Financial Street Group is located in Beijing, and its operating properties include office
buildings, hotels, apartments, commercial properties, residential properties and parking lots,

etc..
(iii) Information on FS Finance

FS Finance, a company incorporated in the PRC with limited liability on 30 June 2015, is
a wholly-owned subsidiary of Financial Street Group. FS Finance is a non-bank financial
institution (FFER1T 4 Rl HE) which provides Deposit Services to Financial Street Group and
its subsidiaries. FS Finance is subject to a number of regulatory requirements and guidelines

issued by regulatory authorities in the PRC.

As at the Latest Practicable Date, Financial Street Group was interested in an aggregate
of 34.35% of the total issued share capital of the Company, hence Financial Street Group
is a controlling shareholder and thus a connected person of the Company. FS Finance is a
wholly-owned subsidiary of Financial Street Group, and is therefore a connected person of
the Company. Accordingly, the transactions contemplated under the Renewal of Connected
Transactions Framework Agreements will constitute continuing connected transactions of the

Company under Chapter 14A of the Listing Rules.
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2.

Reasons for and benefits of the Renewal of Connected Transactions Framework Agreements

)

(i)

(iii)

In relation to the 2023 Leasing Framework Agreement

In view of the long term relationship with Financial Street Group for the provision of office
and business premises, the entering into the 2023 Leasing Framework Agreement can reduce
the Company’s search cost of suitable premise, avoid incurrence of relocation cost and so to
ensure the stability of the working environment of the Group. Further, the renting of premises
from Financial Street Group can fulfill the business development needs of the Group, which
enables the Group to further expand its business scale and development and the revenue

generated from the value-added services (including catering services and car park operations, etc.).

In relation to the 2023 Property Management Services Framework Agreement

The Board is of the view that the entering of the 2023 Property Management Services
Framework Agreement is crucial to the business development and is beneficial to the
Company as the Company may secure a stable source of revenue after considering that (i)
the Company, as a subsidiary of Financial Street Group, has developed synergistically and
maintained a long-term and stable relationship with Financial Street Group and its associates
in real estate, investment, insurance and education business segments; and (ii) the steady
development of each business segment of Financial Street Group will bring new business
opportunities of the property management services provided by the Group, which is an

important component of the Group’s revenue from property management services.

In relation to the 2023 Deposit Service Framework Agreement

FS Finance has been providing the Deposit Services to the Group prior to the listing of the
H Shares on the Stock Exchange, and has developed a solid understanding of the business
operation and cash management model of the Group, and is capable of providing the Group
with Deposit Services in a stable, suitable, efficient, convenient, and flexible manner.
In addition, depositing funds with FS Finance is consistent with the Group’s relevant

requirements on treasury centralisation and overall management.

Moreover, the interest rate in respect of the Deposit Services provided by FS Finance to the
Group will be equal to or higher than the average interest rate offered by independent major
PRC state-owned commercial banks for comparable deposits of the same type and term; and
its commercial terms in respect of the Deposit Services provided to the Group will be more

favourable compared to those offered to Independent Third Parties.
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The Board cannot control or predict interest rates that will be offered by commercial banks

in the future. In the event interest rates offered by commercial banks become unattractive,

or if the gap between the interest rates offered by commercial banks and that of FS Finance

becomes significant, the Group must be afforded the option to choose the most beneficial

interest rates, including depositing a sizable portion of its cash and cash equivalents with FS

Finance if indeed that is the best option.

2023 Leasing Framework Agreement

1)

Principal terms of the 2023 Leasing Framework Agreement

The principal terms of the 2023 Leasing Framework Agreement are set out below:

Date:

Parties:

Term:

Subject matter:

11 November 2022 (after trading hour)

1) the Company; and

(i)  Financial Street Group

1 January 2023 to 31 December 2025

Pursuant to the 2023 Leasing Framework Agreement, the
Company will lease the real property (currently consisting
of office properties, operating properties and carparks) held

by Financial Street Group and its associates.

The related subsidiaries and associates of both parties shall
enter into separate leasing agreements, and such agreements
shall contain specific terms and conditions. Under the same
condition, the terms of these leasing agreement, shall be
equivalent to the terms offered by Financial Street Group to
other independent third parties. If the terms of these leasing
agreements contravene with the terms of the 2023 Leasing
Framework Agreement, the terms of the 2023 Leasing

Framework Agreement shall prevail.
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Pricing policy:

Conditions precedent:

The rent payable by the Group pursuant to the 2023 Leasing
Framework Agreement shall be determined after arm’s
length negotiations taking into account the prevailing
market rentals of properties of similar nature located in
similar areas with reference to the rent payable by the

Independent Third Parties to Financial Street Group.

In order to ensure that the rent payable by the Group are
in line with the pricing policy and are fair and reasonable,
the business department of the Group will be responsible
for liaising the commercial terms, etc. of the leasing
agreements with Financial Street Group. Furthermore,
it will assess the necessity and fairness of the leasing
agreement to be entered into with Financial Street Group. In
assessing the fairness of the leasing agreement, the business
department of the Group will take into account not less than
three rental payment reference quotations (the “Reference
Prices”) obtained from either: (i) the rental information
available in the market; (ii) market research conducted by
the Company; or (iii) the prevailing market rents of leasing
agreements previously entered into between the Group and
other third parties of properties of similar nature and quality
located in similar areas. The business department of the
Group will ensure the rent payable by the Group will not
be higher than the average of the Reference Prices obtained
by the Company. The Group will not enter into the leasing
agreement with Financial Street Group if the business
department is of the view that such leasing agreement is not

in line with the pricing policy and is not fair and reasonable.
The terms of the 2023 Leasing Framework Agreement are

subject to the Company having obtained the approval of the
Independent Shareholders.
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i1) Assessment on the principal terms of the 2023 Leasing Framework Agreement

In order to assess the fairness and reasonableness of the terms of the 2023 Leasing

Framework Agreement, we have obtained the 2023 Leasing Framework Agreement,

the Leasing Framework Agreement and the contract list setting out the information of

leasing contracts entered into between the Group and its landlords for the six months

ended 30 June 2022 (the “Leasing Contract List”). We have also selected samples

of leasing contracts entered into between the Group and its independent third parties

landlords (the “Independent Landlords™) for the financial year 2022 with reference

to the Leasing Contract List.

We have selected and reviewed 10 existing contracts between the Group and the

Financial Street Group and the contracts between the Group and the Independent

Landlords for financial year 2020 to 2022. The sample contracts were selected with

services terms which fall into the following criteria: (i) property types covering

commercial and business properties and non-commercial properties, which covered

all types of properties managed by the Group; and (ii) the comparable contracts of

the Independent Landlords are with comparable properties scales and locations of

properties being provided by the Group (the “Leasing Comparable Contracts”). By

comparing the terms of the contracts of Financial Street Group against the terms of the

Leasing Comparable Contracts, we noted that the respective proposed rental fees and

other major contract terms for each of the (i) commercial and business properties and

(ii) non-commercial properties charged by the Financial Street Group and its associates

to the Group and the Independent Landlords are consistent with each other.

We have also enquired the Management and understand that the proposed rental

agreed under the 2023 Leasing Framework Agreement was determined by making

reference to the relevant market prevailing price by taking into account of factors

including the class of the properties and the geographic location of the property, etc..

Besides, we have also compared the proposed rental fee of the rental properties of the

Financial Street Group with the current market rental fee in the comparable location.

We noted that the respective property rental fees charged by the Financial Street

Group are comparable with the prevailing market price.
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Having considered that the payment terms and arrangement with the Financial Street

Group are comparable to those of the Independent Third Parties and the pricing agreed

under the 2023 Leasing Framework Agreement was determined by making reference

to the relevant market prevailing price, it is considered that the terms of the 2023

Leasing Framework Agreement are on normal commercial terms, fair and reasonable

and in the interests of the Company and the Shareholders as a whole.

iii)  The Lease Annual Cap revision

Historical transaction amounts

The following table sets out the original annual caps under the framework agreement

for the three years ending 31 December 2022 and the historical total rent for the lease

of properties payable by the Group to Financial Street Group and its associates:

For the year ended 31 December
2020 2021

(RMB million)  (RMB million)  (RMB million)

Original annual caps 30 35

For the nine

months ended

For the year ended 31 December 30 September

2020 2021

(RMB million) ~ (RMB million)  (RMB million)

Historical total rent 8.3 11.6'
Notes:
1. Pursuant to the Lease Framework Agreement, the annual caps were determined with

reference to the total rental value payable by the Company in each year. Therefore, the
historical transaction value was calculated based on the total rental value payable by the

Company to Financial Street Group and its associates in each year.

2. The figure represents the total rent amount for the nine months ended 30 September

2022, which is based on the management account of the Company.
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Proposed Ilease annual cap and basis of determination

The following table sets out the Lease Annual Cap for the three years ending 31
December 2025 under the 2023 Leasing Framework Agreement:

For the year ending 31 December
2023 2024 2025
(RMB million) (RMB million) (RMB million)

Right-of-use assets (for those lease

of which the lease term exceeds

one year) 69.7 86.7 100.7
Other payments (including rent for

those leases of which the lease

term is no more than one year) 22.0 34.0 49.7

Note:

Different accounting treatment apply to different components of payments by the Group under
the 2023 Leasing Framework Agreement in accordance with the HKFRSs applicable to the
Group.

Under HKFRS 16, the Group as the lessee shall recognise leases for a term of more than one
year as right-of-use assets and lease liabilities. The right-of-use assets represent its rights to use
the underlying leased asset over the lease term and the lease liabilities represent its obligations
to make lease payments (i.e. the rental payment). The assets and the liabilities arising from
the lease are initially measured on present value basis and calculated by discounting the
non-cancellable lease payments under the 2023 Leasing Framework Agreement, using the
incremental borrowing rate as the discount rate. Under HKFRS 16 and in the consolidated
statement of comprehensive income of the Group, the Group shall recognise (i) depreciation
charge over the life of the right-of-use asset, and (ii) interest expenses amortised from the lease
liability over the lease term. In accordance with the Listing Rules, the Company is required to
set caps on the total value of right-of-use assets relating to the above leases.

Other amounts payable by the Group as lessee (including rent for those leases for a term of no
more than one year) will be recorded as expenses by the Company over the remainder of term of
the lease and separate caps will be set in accordance with the Listing Rules.

According to Board Letter, it is estimated that there will be 50 leases with a lease term for more
than one year. Among which, there will be 39 leases with a lease term not more than three years
and 11 leases (“Long Term Leases”) with a lease term of five years. For the Long Term Leases,
they include the leases of head office quarter and commercial properties for catering business.
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As advised by the Management, it is not uncommon for the developed company to rent the
head office for more than three year such as five years given that there is relocation cost
incurred. The Management also advised that there is no plan for relocating head office in five
years and the current capacity of the head office would be able to fulfill the five years plan
of the Company. The Group has been leased the head office from the Financial Street Group
since 2019. The five years lease terms of the head office under 2023 Leasing Framework
Agreement can stabilize the business operation of the Company and eliminate the potential cost
of relocation. We conducted the researches on the five peers (“the peers”) about the addresses
of their head offices in past five years from their respective annual reports at Stock Exchange.
We noted the addresses of the head offices of the peers did not change in the past five years.
As such, the five years lease period of head office with Financial Street Group under the 2023
Leasing Framework Agreement is considered as common, fair and reasonable.

We have selected and reviewed the lease contract of head office signed on 2019 between the
Group and the Financial Street Group and compare with the contracts between the Group and
the Independent Landlords. By comparing the terms of the contract against the terms of the
comparable contract, we noted that the major contract terms are consistent with each other.

Given the potential costs incurred for relocation, it would be more cost effective to secure
a lease period of the head quarter with longer period and it can avoid the possibility of
interruptions to the operations of the Group.

As advised by the Management, it is not uncommon for the Company to rent the commercial
properties for catering for more than three year given that there is large initial cost including
but not limited to the renovation cost and capital injection for catering business. In considering
whether it is a normal business practice for the lease of the commercial properties of catering
business under the 2023 Leasing Framework Agreement to have a duration longer than three
years, we conducted research on lease arrangements of catering business groups listed on the
Stock Exchange and noted that their leasing of properties for catering business were entered
with duration ranging from one to twenty years. The following table sets out the samples on
leases period of catering business groups listed on the Stock Exchange:

Company Name Stock code Lease period
Haidilao International Holding Ltd. 6862.HK One to twenty years
(restaurants and headquarters)
Jiumaojiu International Holdings 9922.HK Two to eleven years
Limited (restaurants)
Ajisen (China) Holdings Limited 538.HK Two to eight years

(office and chain stores)

As such, the five years lease period of commercial properties for catering business is under the
2023 Leasing Framework Agreement, is considered as common, fair and reasonable.

We have selected and reviewed six lease contracts of catering business between the Group
and the Financial Street Group and compare with the contracts between the Group and the
Independent Landlords. By comparing the terms and lease period of the contracts against the
terms and lease periods of the comparable contracts, we noted that the major contract terms and
lease periods are consistent with each other.

Given the high initial capital costs incurred, it would be common to secure a lease period of
the commercial properties of catering business with longer period in order to prevent loss of
the initial investment and avoid the possibility of interruptions to the catering operations of the
Group.
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The Lease Annual Cap has been determined with reference to, among other things, the

following factors:

(1)

(ii)

(iif)

the historical value of the Group’s right to use the leased assets during the term
of the Leasing Framework Agreement which was initially measured on present
value basis and calculated by discounting the expected lease payments, using
the incremental borrowing rate as the discount rate. Due to macroeconomic
factors such as the effect of COVID-19 pandemic, there was a decrease and
delay in the number of properties to be leased as compared to the original
plan of the Company for the two years ended 31 December 2021 and nine
months ended 30 September 2022 and resulted in a low utilisation rate of the
existing annual caps of the Leasing Framework Agreement. However, with the
continued implementation of pandemic control measures, it is expected that the
effect of COVID-19 pandemic will be reduced and the Company will be able
to resume its original plan for leasing of properties and increase the number
of leased properties in the future. As a result, it is expected that all existing
leasing agreements entered into with Financial Street Group and its associates
will be renewed with the existing terms and rental payment remain unchanged.
It is expected that approximately 25 leases will be renewed by the Group for the
three years ending 31 December 2025, representing a right-of-use asset value of
approximately RMB36.8 million, RMB62.1 million and RMB40.6 million for
the year ending 31 December 2023, 2024 and 2025, respectively;

the expected increase in the right-of-use assets as a result of 4 long-term leases
in relation to commercial properties, depending on the business needs of the
leasing operations of the Group, to be entered into between the Group and
Financial Street Group and its associates in 2023 and 2024, resulting in an
estimated increase in the right-of-use assets of approximately RMBS8.9 million,
RMB10.9 million and RMB7.6 million for the three years ending 31 December
2023, 2024 and 2025, respectively;

the expected increase in the right-of-use assets as a result of long-term carpark
leases for approximately 21 properties under management (more than one
year) to be entered into between the Group and Financial Street Group and its
associates for the three years ending 31 December 2025, resulting in an increase
in right-of-use assets of approximately RMB23.9 million, RMB13.7 million and
RMB52.4 million for the three years ending 31 December 2025, respectively;

and
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(iv)

the expected increase in the rental payment as a result of short-term carpark
leases for approximately 21 properties under management (no more than one
year) to be entered into between the Group and Financial Street Group and its
associates for the three years ending 31 December 2025, resulting in an increase
in the rental payment of approximately RMB22.0 million, RMB34.0 million and
RMB49.7 million for the three years ending 31 December 2025, respectively.

Our view on the Lease Annual Cap

In assessing the reasonableness and fairness of the Lease Annual Cap, we have

discussed with the Management and note that the Lease Annual Cap for the three years

ending 31 December 2025 are determined with reference to the following basis.

the historical transaction amount and the anticipated annual growth

Set out below are the original annual caps under the framework agreement
for the three years ending 31 December 2022 and the historical transaction
amount relating to the total rent for lease of properties payable by the Group to

Financial Street Group and its associates:

For the year ended 31 December
2020 2021
RMB million RMB million

2022
RMB million
30.0 35.0

Original annual caps 42.0

For the nine
months ended

For the year ended 31 December 30 September

2020 2021 2022
RMB million RMB million RMB million
(unaudited)
Historical transaction
amounts 8.3 11.6 11.3
Utilisation rate of the
original annual caps 27.7% 33.1% 26.9%

Note: Pursuant to the Lease Framework Agreement, the annual caps were determined
with reference to the total rental value payable by the Company in each year.
Therefore, the historical transaction value was calculated based on the total rental
value payable by the Company to Financial Street Group and its associates in

each year.

- 35—



LETTER FROM THE INDEPENDENT FINANCIAL ADVISOR

Based on our discussion with the Management, we were advised that the low
utilisation rate for the year ended 31 December 2021 mainly due to the effect
of COVID-19 pandemic, there was a decrease and delay in the number of
properties to be leased as compared to the original plan of the Company for the
two years ended 31 December 2021 and nine months ended 30 September 2022.

In assessing the fairness and reasonableness of the Lease Annual Cap, we
reviewed and discussed with the Management to understand the current
business expansion plan of the Group including but not limited to the expansion
of the catering business and carpark management business. Also, we reviewed
the list of commercial properties and parking spaces for catering business
provided by the Company and we have no reason to suspect the execution of the
business expansion plan assuming the effect of the COVID-19 pandemic will
be reduced due to the continued implementation of pandemic control measures.
As advised by the Management of the Company, the Company will be able
to resume its original plan for leasing of properties and increase the number
of leased properties in the future. As a result, it is expected that all existing
leasing agreements entered into with Financial Street Group and its associates
will be renewed with the existing terms and and new lease contracts will be
engaged between the Group and the Financial Street Group and its associates
for expansion purpose.

Based on the information provided by the Company, the total amount of rent
paid by Group to the Financial Street Group and its associates amounted to
approximately RMBS8.3 million RMB11.6 million, RMB11.3 million for the
years ended 31 December 2020, 2021 and the nine months ended 30 September
2022 respectively. It showed that the Leasing Framework Agreement transaction
amount has increased at approximately 39.8% for the year ended 31 December
2021 due to the expansion and development on the value-added services
(including catering services and car park operations, etc.). With the anticipation
of stable business growth between the Group and Financial Street Group and its
associates, it is considered that the total rent paid by the Group to the Financial
Street Group and its associates will increase gradually for the year ended 31
December 2022 and for the next three years. Based on the information provided
by the Company, the total amount of right-of-use assets to be recognised by
the Group to the Financial Street Group and its associates will be amounted to
approximately RMB69.7 million, RMB86.7 million and RMB100.7 million for
the three years ended 31 December 2025 respectively. Approximately 52.9%,
71.6% and 40.4% of the Lease Annual Cap were contributed by the existing
leasing agreements entered into with Financial Street Group and its associates

assuming they will be renewed with the existing terms remain unchanged.
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ii) the potential expansion of the business of the Group (including carpark
management business and catering business, etc.)

As advised by the Management, in the view of joint commercial cooperation
intention between the Financial Street Group and its associates and the Group,
the Financial Street Group and its associates will lease the parking spaces based
on the business development needs of the Group for the three years ending 31
December 2025 for potential expansion of the Group.

We have reviewed the list of parking spaces provided by the Company and
cross checked with latest 2022 interim report published on 20 August 2022
by Financial Street Holdings (the “FSH Interim Report”), we found that the
number of parking spaces matches with the list.

We have obtained 10 samples of the land use right certificates of the parking
spaces that are expected to lease from Financial Street Group and its associates
for the three years ended 31 December 2025 and confirmed that they are
currently owned by the Financial Street Group and its associates. Moreover,
we conducted researches at the websites of the PRC property such as LouPan.
com, Fang.com and 58.com on the monthly rental of the parking spaces and the
commercial properties beside and noted that the proposed rental are comparable
to those of the parking spaces and commercial properties located in the same
geographical area.

In view of i) the long business relationship and joint commercial cooperation
intention between the Financial Street Group and the Group; ii) the existing
leasing agreements entered into with Financial Street Group and its associates
will contribute majority of the Lease Annual Cap; and iii) the parking spaces
and the commercial properties are controlled by the Financial Street Group, it is
considered that the abovementioned proposal is likely to be executed in the next
three years.

Taking into account the above, we are of the view that the 2023 Leasing
Framework Agreement and the Lease Annual Cap are fair and reasonable.

B. 2023 Property Management Services Framework Agreement

1)

Principal terms of the 2023 Property Management Services Framework Agreement

The principal terms of the 2023 Property Management Services Framework Agreement
are set out below:

Date: 11 November 2022 (after trading hour)

Parties: 1) the Company; and

(i)  Financial Street Group
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Term:

Subject matter:

Pricing policy:

1 January 2023 to 31 December 2025

Pursuant to the 2023 Property Management Services
Framework Agreement, the Company, either directly, or
indirectly through subsidiaries, agreed to provide property
management services and related services (“Property
Management Services”) to Financial Street Group and its
associates with respect to the following types of properties:

1) properties owned by, or with respect to which
Financial Street Group and its associates have the
right of use; and

(i)  properties already developed by Financial Street
Group and its associates but unsold, or properties
already developed and sold but undelivered by
Financial Street Group and its associates.

The related subsidiaries and associates of both parties
shall enter into separate property management services
agreements, and such agreements shall contain specific
terms and conditions. Under the same condition, the terms
of these property management services agreement shall be
equivalent to the terms offered by Financial Street Group to
other third parties.

The property management fees to be charged pursuant to the
2023 Property Management Services Framework Agreement
shall be determined after arm’s length negotiations taking
into account the location of the projects, the expected
operational costs (including, amongst others, labour costs,
material costs and administrative costs) with reference
to the property management fees for similar services and
similar types of projects in the market.
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In order to ensure that the property management fees
offered to the Group by Financial Street Group are in
line with the pricing policy and are fair and reasonable,
the business department of the Group will be responsible
for liaising the commercial terms, etc. of the property
management service agreement with Financial Street Group.
Furthermore, it will assess the necessity and fairness of the
property management service agreement to be entered into
with Financial Street Group. In assessing the fairness of
the property management service agreement, the business
department of the Group will take into account not less
than three property management fees reference prices (the
“Property Management Fee Reference Prices”) obtained
from either: (i) property management fees information
available in the market; or (ii) the property management
fees of property management service agreements
previously entered into between the Group and other
third parties of properties management service projects
of similar nature and quality located in similar areas. The
business department of the Group will ensure the property
management fees offered by Financial Street Group will not
be lower than the cost incurred in the provision of property
management services (such as labour and material costs) by
the Group and also the average of the Property Management
Fee Reference Prices obtained by the Company. The
Group will not enter into the property management service
agreement with Financial Street Group if the business
department is of the view that such property management
service agreement is not in line with the pricing policy and is
not fair and reasonable.

Condition precedent: The terms of the 2023 Property Management Services
Framework Agreement are subject to the Company having
obtained the approval of the Independent Shareholders.

Assessment on the principal terms of the 2023 Property Management Services

Framework Agreement

In order to assess the fairness and reasonableness of the terms of the 2023 Property
Management Services Framework Agreement, we have obtained the 2023 Property
Management Services Framework Agreement, the supplemental agreement of the
Framework Agreement dated 10 June 2020, the Property Management Services
Framework Agreement, and the full contract list setting out the information of property
management services contracts entered into between the Group and its customers for
the financial year 2020, 2021 and for the six months ended 30 June 2022 (the “PM
Contract List”). We selected samples of the 2023 Property Management Services
Framework Agreement and samples of service contracts entered into between the
Group and its independent third parties customers (the “Independent Customers”)
with reference to the PM Contract List.

— 30 —



LETTER FROM THE INDEPENDENT FINANCIAL ADVISOR

We have also obtained summary of property management services project list for
financial year 2023 to 2025 which comprising (i) the existing contracts that cover the
financial year 2023 to 2025; (ii) the existing contracts will be expired during the year
2023 to 2025 and are expected to be renewed with the existing terms; and (iii) the
new contracts to be engaged between the Group and the Financial Street Group and its

associates.

We have selected and reviewed 10 existing contracts for financial year 2020 to 2022
between the Group and the Financial Street Group and compare with the contracts
between the Group and the Independent Customers. The sample contracts were
selected with services terms which fall into the following criteria: (i) property types
covering commercial and business properties and non-commercial properties, which
covered all types of properties managed by the Group; (ii) property management
area fall within the most concentrated GFA range, of which transactions are with a
sizable contract sums. This includes contracts with property management area between
approximately 150,000 sq.m. and approximately 1,200,000 sq.m.; and (iii) each
contract of Financial Street Group having a comparable contract of the Independent
Customers with comparable project scales, locations of managed properties and
property management services being provided by the Group (the “PM Comparable
Contracts”). By comparing the terms of the contracts against the terms of the PM
Comparable Contracts, we noted that the respective property management fee and
other major contract terms for each of the (i) commercial and business properties and
(i1) non-commercial properties charged by the Group to the respective Financial Street

Group and the Independent Customers are consistent with each other.

We have also enquired the Management and understand that the pricing policy agreed
under the 2023 Property Management Services Framework Agreement was determined
by making reference to the general pricing policy of the Group, that is, adopting the
relevant market prevailing price by taking into account factors including the class of
the properties, the geographic location of the properties, the scope of the services, and

the associated operation cost, etc..
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iii)

We have further reviewed the details of the contracts signed by the Group with
respective Financial Street Group and the Independent Customers for financial year
2022 as compared to the corresponding contracts signed during the financial years
2020 and 2021, including but not limited to, the estimated GFA of the managed
properties, the geographical regions of the properties and the detailed classification
of property types, so as to make appropriate comparison of the unit price charged by
the Group among the comparable contracts. We noted that the general contract terms
and property management fee determined by the Group with the Financial Street
Group and its associates and the Independent Customers regarding to the same type
of managed properties in the financial year 2022 have no material deviation from
those recorded for the financial year 2020 and 2021. We have no reason to suspect
that the property management fee charged by the Group to Financial Street Group and
the Independent Customers is materially deviated from their corresponding historical

property management fee level.

Given (i) there is no material deviation between the terms offered to Financial Street
Group and to the Independent Customers, and (ii) the general property management
fee charged to Financial Street Group are comparable to the Independent Customers
for similar properties and services provided, we concur with the Directors that the
terms of the 2023 Property Management Services Framework Agreement are on
normal commercial terms or with terms no more favourable to Financial Street
Group than those offered to its Independent Customers, and it is in the interest of
the Company and the Shareholders as a whole to continue to enter into the 2023
Property Management Services Framework Agreement with Financial Street Group
so as to secure sustainable income from provision of property management services to

Financial Street Group.

The Property Management Services Annual Caps revision

Proposed Property Management Services Annual Caps and basis of determination

The following table sets out the Property Management Services Annual Caps for the
three years ending 31 December 2025 under the 2023 Property Management Services

Framework Agreement:

For the year ending 31 December

2023 2024 2025
(RMB million) (RMB million) (RMB million)
431.8 455.4 505.4
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The Property Management Services Annual Caps have been determined with reference

to, among other things, the following factors:

(1)

(ii)

(iii)

the historical transaction amounts based on the existing 91 property
management projects with Financial Street Group and its associates during
the term of the 2023 Property Management Services Framework Agreement.
Due to macroeconomic factors such as the effect of COVID-19 pandemic, the
actual demand for property management services for the two years ended 31
December 2021 and nine months ended 30 September 2022 was lower than
expected, resulting in a low utilisation rate of the existing annual caps of the
Property Management Services Agreement. However, with the continued
implementation of pandemic control measures, it is expected that the effect of
COVID-19 pandemic will be reduced and there will be increase in demand for
property management service projects in the future. As a result, it is expected
that all property management services agreements entered into with Financial
Street Group and its associates will be renewed upon expiry of the respective

terms with the existing terms remain unchanged;

the estimation of the increase in demand of Financial Street Group and its
associates for property management services. Based on the understanding of
the Company, the communication between the Company and Financial Street
Group and its associates and the scale of the existing properties owned by and
the future business development of Financial Street Group and its associates,
it is estimated that there will be an increase in property management fee of
approximately RMB214.9 million, RMB249 million and RMB302.2 million
resulting from an increase in 36, 53 and 62 property management projects for
the year ending 31 December 2023, 2024 and 2025, respectively; and

the volume of property management services that Financial Street Group and
its associates require from the Group as a proportion of the total property
management services required by Financial Street Group and its associates will

remain steady.

Our view on the Property Management Services Annual Caps

In assessing the reasonableness and fairness of the Property Management Services

Annual Caps, we have discussed with the Management and note that the Property

Management Services Annual Caps for the years ending 31 December 2023, 2024 and

2025 are determined with reference to the following basis.
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(1)

historical transaction amounts based on existing property management projects
with Financial Street Group and its associates during the term of the 2023

Property Management Services Framework Agreement

Review of the historical transaction amount

Set out below are the original annual caps under the framework agreement for
the three years ending 31 December 2022 and the historical transaction amount
relating to the provision of Property Management Services by the Group to

Financial Street Group and its associates:

For the year ended 31 December

2020 2021 2022

RMB RMB RMB

million million million

Original annual caps 210.0 247.0 290.0

For the nine

For the year ended months ended

31 December 30 September

2020 2021 2022

RMB million RMB million RMB million

(unaudited)

Historical transaction amount 201.8 203.3 160.0'
Utilisation rate of the original annual

caps 96.1% 82.3% 55.2%

Note:
1. The figure represents the fee amount for the nine months ended 30 September

2022, which is based on the management account of the Company.
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(11)

As illustrated in the table above, we note that the utilisation rate of the original annual
caps for the two years ending 31 December 2021 amounted to approximately 96.1%
and 82.3% respectively. As advised by the Management, the historical transaction
amount with Financial Street Group and its associates for the nine months ended 30
September 2022 amounted approximately RMB160.0 million. The utilization rate
of the original annual caps for the year ended 31 December 2022 is estimated to be
approximately 73.6% by taking into account the historical transaction amount with
Financial Street Group and its associates for the nine months ended 30 September
2022. Based on the latest information available to the Company, the Directors expect
that the transaction amount relating to the provision of Property Management Services
by the Group to Financial Street Group for the three years ended 31 December 2025
will remain constant or increase gradually as all existing property management
service agreements entered into with Financial Street Group and its associates will be
renewed with the existing terms remain unchanged and the utilisation rate is expected
to maintain at a high level if the Group kept the original annual caps. Therefore,
the original annual caps are considered as not sufficient for the Group if there is a
potential increase in property management fee due to i) estimated new phases/units
of existing projects sourced from Financial Street Group and its associates to be
completed and delivered in the coming three years; and ii) estimated new property
management projects to be obtained from Financial Street Group and its associates
and delivered in the coming three years in addition to the property management
fee generated from the existing property management projects. Accordingly, the
Management decided to revise the original annual caps to Property Management

Services Annual Caps to cope with the future development of the Group.

The anticipated annual growth of 14.6% according to the compound annual growth

rate calculated by the historical transaction amount

Based on the actual amount of the connected transactions contemplated under
the property management services framework agreements for the years ended 31
December 2017, 2018, 2019, 2020, 2021, and estimated amount of the financial year
2022, the transaction amount of the connected transactions contemplated for each

financial years 2017 to 2022 are shown below:

For the year ended 31 December

2017 2018 2019 2020 2021 2022

(RMB million) (RMB million) (RMB million) (RMB million) (RMB million) (RMB million)
(actual) (actual) (actual) (actual) (actual) (estimated)

118.3 130.9 166.0 201.8 203.3 213.3(note)
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(iii)

Note: the Property Management Services transaction amount for the financial year 2022 is
estimated by taking into account the annualised of the unaudited transaction amount in
relation to the connected transactions with Financial Street Group for the nine months
ended 30 September 2022 amounted to approximately RMB160.0 million.

From 2017 to 2021, the Property Management Services transaction amount has
increased at a compound annual growth rate of approximately 14.6% and the
Property Management Services transaction amount for 2022 is estimated to increase
slightly when compared with that in 2021. With the anticipation of steady business
development of Financial Street Group in the foreseeable future, the Directors
considered that the transaction amount will increase gradually in the coming years due

to more cooperation opportunities in the future.

The estimate increase in amount of the connected transactions contemplated under the

2023 Property Management Services Framework Agreement

As advised by the Management, the Property Management Services Annual Caps
are determined with reference to the (i) historical transaction amounts based on
approximately 91 existing property management projects representing a revenue of
approximately RMB216.9 million, RMB206.4 million and RMB203.2 million for the
year ending 31 December 2023, 2024 and 2025, respectively; with Financial Street
Group and its associates during the term of the 2023 Property Management Services
Framework Agreement; and (ii) additional revenue to be generated from estimated
new phases/units of existing projects and estimated new property management projects
to be obtained from Financial Street Group and its associates to be completed and
delivered in the coming three years, representing 36, 53 and 62 property management
projects for the year ending 31 December 2023, 2024 and 2025 and revenue of
approximately RMB214.9 million, RMB249.0 million and RMB302.2 million for
the year ending 31 December 2023, 2024 and 2025, respectively, with an anticipated

increase in total contracted GFA.

As advised by the Management, the Financial Street Group and its associates will
maintain a long-term business relationship with the Group and expect to provide the
growth opportunities in the Property Management Services segment to the Group. We
have reviewed and sample checked the list of additional investment properties and
cross checked with the FSH Interim Report, we noted that the names and locations
of the investment properties match with the list. Also, we obtained 10 samples of the
construction permit or the land use right certificates of the properties and confirmed
that they are currently owned by the Financial Street Group and its associates.
Moreover, we conducted researches on the monthly management fee per square meter
of the investment properties besides and noted that the proposed management fee
per square meter are comparable to those of the investment properties located in the
similar geographical area.
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Also, we have enquired with the Management and noted that owing to the changes in
market circumstance caused by the COVID-19 pandemic, the revenue from provision
of Property Management Services for unoccupied property units is expected to
increase for the coming years. According to the FSH Interim Report and the Company
Interim Report, we are noted that (i) the properties managed by the Group which
developed by Financial Street Group encompassing an approximate GFA of 18.19
million sq.m., with the number of projects amounting to 121, representing a steady
period-on-period increase compared with the corresponding six months ended 30 June
2021; and (ii) the land reserves of the existing property projects of Financial Street
Holdings have an aggregated GFA of approximately 15.95 million sq.m. in terms of
planned construction area as at 30 June 2022. It demonstrates an increase in demand
of Financial Street Group for property management services in the future. Also, we
reviewed the list of investment properties provided by the Company and were advised
that the Group have approximately 91 existing property management projects with
Financial Street Group and its associates that will be renewed upon expiry of the
respective terms with the existing terms remain unchanged during the term of the
2023 Property Management Services Framework Agreement and additional 36, 53 and
62 property management projects will be obtained from Financial Street Group and
its associates due to new phases/units of existing projects and new properties to be
delivered. It is estimated that approximately RMB431.8 million, RMB455.4 million
and RMB505.4 million property management income will be generated from the
existing and new projects from Financial Street Group and its associates. Therefore, it
is considered that the Property Management Services Annual Caps is just sufficient to

cope with the demand of Financial Street Group for property management services.

In order to satisfy the increase in demand of Property Management Services from
Financial Street Group as a whole, it is expected that the Group needs to increase
its provision of corresponding services required by Financial Street Group and its

associates for the three years ended 31 December 2025.

Based on the aforesaid, we concur with the Directors that the basis of determining the
Property Management Services Annual Caps is reasonable.

Moreover, having considered that (i) the provision of Property Management Services
by the Group to Financial Street Group fall within the ordinary business of the Group;
(i1) the provision of the Property Management Services by the Group to Financial
Street Group is conducted on normal commercial terms pursuant to the 2023 Property
Management Services Framework Agreement; (iii) the major contract terms and
property management fee in associate with Financial Street Group are comparable to
that of the Independent Customers; and (iv) the anticipated increase in demand of due
to the Property Management Services from Financial Street Group due to additional
revenue to be generated from new phases/units of existing projects and new property
management projects assigned by Financial Street Group and its associates to be
completed and delivered in the coming three years, we consider that the Property

Management Services Annual Caps is reasonable.
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C.

2023 Deposit Service Framework Agreement

1)

Principal terms of the 2023 Deposit Service Framework Agreement

The principal terms of the 2023 Deposit Service Framework Agreement are set out

below:

Date:

Parties:

Term:

Subject matter:

Pricing policy:

11 November 2022 (after trading hours)
@) the Company; and
(i1))  FS Finance.

1 January 2023 to 31 December 2025 (upon the effective
date of the 2023 Deposit Service Framework Agreement, it
will supersede the Deposit Service Framework Agreement
for its remaining term)

Pursuant to the 2023 Deposit Service Framework
Agreement, FS Finance shall provide the Deposit Services
to the Group.

The Deposit Service Framework Agreement does not
restrict the Group’s use of services provided by other
commercial banks or independent financial institutions. The
Group may (but is not obliged to) use the Deposit Services
provided by FS Finance.

There is no restriction or penalty on early withdrawal of the
deposits by the Group. The Group can withdraw deposit of
less than RMB10 million on the same day when the Group
send the withdrawal instruction to FS Finance. To withdraw
deposit of more than RMB10 million, the withdrawal
instruction shall be sent to FS Finance one business day
prior to the withdrawal date.

FS Finance undertakes to provide the Deposit Services to
the Group according to the following pricing policy:

@) the interest rate in respect of the deposits placed by
the Group with FS Finance will be equal to or higher
than the average interest rate offered by independent
major PRC state-owned commercial banks for

comparable deposits of the same type and term; and
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Condition precedent:

(i)  the commercial terms provided by FS Finance in
respect of the Deposit Services will be equal to
or more favourable compared to those offered to

Independent Third Parties.

In order to ensure that the deposit interest rate and
commercial terms provided by FS Finance are in line
with the pricing policy and are fair and reasonable, the
Company’s finance department was responsible for liaising
the commercial terms, etc. of the deposit service agreement
with FS Finance, and has compared deposit services of the
same type and term provided by FS Finance with those
offered by other independent major PRC state-owned
commercial banks (i.e. China Construction Bank, Industrial
and Commercial Bank of China, Agricultural Bank of
China, Bank of China, or Bank of Communications), and
also obtain not less than three quotations on deposits via
conducting online enquiries. The above steps would ensure
the interest rate to be provided by FS Finance to the Group
will be equal to or higher than the average interest rate
offered by the comparable banks for comparable deposits
of the same type and term. Furthermore, the Company’s
finance department will also quarterly monitor and confirm
that the applicable interest rates provided by FS Finance
to the Group will not be lower than the interest rates of the
above-mentioned five PRC state-owned commercial banks

as provided in their quotations.
The terms of the 2023 Deposit Service Framework

Agreement are subject to the Company having obtained the

approval of the Independent Shareholders.
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ii)

Assessment of the terms of the 2023 Deposit Service Framework Agreement

In order to assess the fairness and reasonableness of the terms of the 2023 Deposit
Service Framework Agreement, we have obtained and reviewed the Deposit Service
Framework Agreement, the 2023 Deposit Service Framework Agreement, the
Company’s internal control policy and the list of deposits setting out the information
of all the deposit status within the financial year 2022 between (i) the Group and
FS Finance; and (ii) the Group and independent commercial banks (the “List of
Deposits”). We have reviewed 10 sample deposit contracts between the Group and FS
Finance from the List of Deposits covering each quarter of the financial year 2022, to
examine whether the deposit interest rates and other commercial terms provided by
FS Finance are in line with the pricing policy specified in the 2023 Deposit Service

Framework Agreement.

According to the List of Deposits, we were able to compare the interest rates with
respect to each type of Deposit Services including current deposit, fixed deposit and
corporate deposit offered by FS Finance against the similar type of Deposit Services
with comparable duration and size offered by independent commercial banks for each
quarter of the financial year 2022. We noted that the deposit interest rates offered by
FS Finance ranged from approximately 0.525% to 2.25% for each type of the Deposit
Services; while the corresponding interest rates offered by independent commercial
banks ranged from approximately 0.25% to 1.75%. We found that by making
comparison between each similar type of Deposit Services with comparable duration
and size offered by FS Finance and independent commercial banks which the Group
engaged during the same quarter of the financial year 2022, the interest rates offered
by FS Finance were more favourable compared to those offered by independent
commercial banks, we consider that the deposit interest rates offered by the FS
finance are fair and reasonable. For the current deposit, the Group could withdraw the
deposit from FS finance and independent major PRC state-owned commercial banks
at any time and without any restrictions. For the fixed deposit, there will not be any
penalty for early withdrawal from FS finance and independent major PRC state-owned
commercial banks by the Group at any time. We also compared the major terms of the
contracts such as service fees and the restrictions on deposit withdrawal procedures. It
is considered that these arrangements are more favourable to the Group and expected
to remain unchanged during the terms of the 2023 Deposit Service Framework

Agreement.
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We understand that the Company will ensure that the deposit interest rate and
commercial terms provided by FS Finance are in line with the pricing policy and are
fair and reasonable, the Company’s finance department was responsible for liaising
the commercial terms, etc. of the deposit service agreement with FS Finance, and has
compared deposit services of the same type and term provided by FS Finance with
those offered by other independent major PRC state-owned commercial banks (such
as China Construction Bank, Industrial and Commercial Bank of China, Agricultural
Bank of China, Bank of China, or Bank of Communications etc.), and also obtain not
less than three quotations on deposits via conducting online enquiries. The pricing
policy would ensure the interest rate to be provided by FS Finance to the Group will
be equal to or higher than the average interest rate offered by the comparable banks
for comparable deposits of the same type and term. Furthermore, the Company’s
finance department will also quarterly monitor and confirm that the applicable interest
rates provided by FS Finance to the Group will not be lower than the interest rates of
other major PRC state-owned commercial banks as provided in their quotations. Based
on the list of deposits and the samples deposit contracts provided by the Company,
we noted that the Group followed the abovementioned pricing policy. Also, in view
of the pricing policy can ensure that the interest rates offered by FS Finance to the
Group were equal to or higher than the interest rates offered by the comparable banks
for comparable deposits of the same type and term and creates a more favorable option
to the Group, we consider that the pricing policy is fair and reasonable and on normal

commercial terms.

Also, as the 2023 Deposit Service Framework Agreement is made on a non-
commitment basis, the Group has the discretion in deciding whether or not to use the
Deposit Services provided by FS Finance. The Group is not obliged to use the Deposit
Services provided by FS Finance if it decided not to do so. The Group is free to choose
the most beneficial interest rates, including depositing a sizable portion of its cash and

cash equivalents with FS Finance if indeed that is the best option.

Having considered that (i) the interest rates offered by FS Finance were more
favourable compared to those offered by independent commercial banks to the Group
with respect to the similar type of Deposit Services with comparable duration and
size under same period of time; (ii) other commercial terms offered by FS Finance
were no less favourable than that offered by independent commercial banks to the
Group with respect to the similar type of Deposit Service; and (iii) the Group has sole
discretion to make its selection according to the relevant conditions and quality of
services being delivered by other commercial banks or FS Finance, we concur with the
Directors’ view that the terms of the Deposit Service Framework Agreement are fair

and reasonable and in the interests of the Company and the Shareholders as a whole.

~50-



LETTER FROM THE INDEPENDENT FINANCIAL ADVISOR

iii)

The Deposit Service Annual Caps revision

The original annual caps and transaction amounts

The following table sets out the original annual caps and the historical maximum daily

deposit balances (including accrued interests) the Group deposited with FS Finance:

Original annual caps

Historical maximum deposit
balances (including accrued

interests)

Note:

For the year ending 31 December
2020 2021 2022
(RMB million) (RMB million) (RMB million)

1,000.0 1,000.0 1,000.0

For the nine

months ended

For the year ended 31 December 30 September
2020 2021 2022

(RMB million) (RMB million) (RMB million)

375.7 413.8 430.2"

1. The figure represents the maximum deposit balance (including accrued interests) for the

nine months ended 30 September 2022, which is based on the management account of

the Company.

Proposed Deposit Service Annual Caps and basis of determination

The following table sets out the Deposit Service Annual Caps for the three years

ending 31 December 2025 under the 2023 Deposit Service Framework Agreement:

Maximum daily deposit balance

Maximum interest income

For the year ending 31 December
2023 2024 2025
(RMB million) (RMB million) (RMB million)

1,000 1,000 1,000
10.4 10.4 10.4
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The Deposit Service Annual Caps have been determined with reference to, among

other things, the following factors:

In relation to the deposit amount

(1)

(i1)

(iif)

(iv)

the historical transaction amounts of the Deposit Services: The maximum daily
deposit balances (including accrued interests) placed by the Group with FS
Finance for each of the two years ended 31 December 2020 and 2021 and for
the nine months ended 30 September 2022 was RMB375.7 million, RMB413.8
million and RMB430.2 million, respectively, and as the Group has adopted
a prudent and risk diversification investment approach, it has not utilised the
annual cap in the previous years and has deposited its cash in different financial

institutions;

the historical cash position of the Group: the cash and cash equivalents of the
Group as at 31 December 2020 and 2021 and 30 June 2022 was RMB1,399.5
million, RMB1,397.6 million and RMB1,361.7 million, respectively;

the estimated cash and revenue to be generated from the potential target
companies to be acquired by the Company using the net proceeds from the
listing of H Shares of the Company. The Company intends to pursue strategic
acquisition and acquire new subsidiary in the PRC to expand its business
coverage. For further details, please refer to the section headed “Future Plans
and use of Proceeds” in the Prospectus. The Company is in the process of
identifying suitable acquisition target as at the Latest Practicable Date. As at
the Latest Practicable Date, the amount of unutilised proceeds for the pursuit of

strategic acquisition is RMB376.1 million; and

the Deposit Services will be obtained by the Group on a voluntary and non-
exclusive basis. There is no restriction under the 2023 Deposit Service
Framework Agreement on the Group’s use of Deposit Services from other
commercial banks or independent financial institutions; the Group has sole
discretion to make its selection according to the relevant conditions and quality
of services being delivered by other commercial banks or independent financial
institutions. In general, other than FS Finance, the Group also places cash
deposits with other commercial banks and independent financial institutions in
the PRC.
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Before placing deposits with FS Finance, the Company has carried out several due
diligence works on FS Finance, including but not limited to inspection of its business
certificates and certificate of incorporation, checking of legal compliance status of
FS Finance and inspection of the financial report of FS Finance for the most recent
financial year, to ensure FS Finance is entitled to and capable of providing financial
services. Considering: (i) FS Finance has obtained all the relevant licences to provide
Deposit Services; (ii) there exists no legal non-compliance incident by FS Finance;
(iii) FS Finance is a non-bank financial institution subject to supervision of the China
Banking and Insurance Regulatory Commission (HE$R1T % b B B & M % B )
and shall operate business in accordance with the Measures for the Administration
of Finance Companies of Enterprise Groups ({{>ZE%4E [E A5 A w4 L)) (the
“Administrative Measures”), which sets forth several rules/measures on supervision,
management and risk control with regard to operating finance companies of enterprise
groups, including but not limited to maintaining certain financial ratios and reporting
to the CBIRC; and (iv) compare to the 2021 Major Supervisory Indicators of
Commercial Banking Institutions* (P 3E8R04T 2 B2 B 4815 L% (2021)) published
on the website of the CBIRC which states that the bad debt ratio, capital adequacy
ratio, and current ratio of commercial banks in the PRC in the fourth quarter of 2021
were approximately 1.73%, 15.13% and 60.32%, respectively. Whilst the respective
financial ratios of FS Finance is approximately nil, 35.41% and 75.64% as at 31
December 2021, thus FS Finance’s financial ratios show a better performance than
those of the independent major state-owned commercial banks in the PRC. Also,
in view of (i) FS Finance has obtained all the relevant licences to provide Deposit
Services; (ii) there exists no legal non-compliance incident by FS Finance; (iii) FS
Finance is a non-bank financial institution subject to supervision of CBIRC; (iv) FS
Finance’s financial ratios show a better performance than those of the independent
major state-owned commercial banks in the PRC by comparing the data in website
of the CBIRC with the financial data of the FS Finance; and (v) as advised by the
Management, the Group did not encounter any recoverability problem with the
deposits placed with FS Finance. We concur with the Directors that the credit risk
for placing deposits with FS Finance is minimal and the credit risk assessment work
performed by the Company in relation to the recoverability of the deposits placed with

FS Finance is sufficient.
In relation to the interest amount

(1) the percentage, being approximately 70%, of the total deposits by the Company
with FS Finance being kept in current account. Such percentage is derived from
the average percentage of the total deposit by the Company with FS Finance
being kept in current account as at 31 December 2020 and 2021 and 30 June
2022;
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(ii)

(iif)

the percentage, being approximately 30%, of the total deposits by the Company
with FS Finance being kept as fixed deposit. Such percentage is derived from
the average percentage of the total deposit by the Company with FS Finance
being kept as fixed deposit as at 31 December 2020 and 2021 and 30 June 2022;

and

the projected maximum interest rate to be offered by FS Finance of
approximately 2.3% for one-year fixed deposits and approximately 0.5%
for one-year current deposits during the term of the 2023 Deposit Service
Framework Agreement which are determined to be a 50% premium to the
PBOC base rates.

Our view on the Deposit Service Annual Caps

In assessing the fairness and reasonableness of the Deposit Service Annual Caps, we

reviewed the relevant information provided by the Company and discussed with the

Management on the basis and assumptions of determining the Deposit Service Annual

Caps and formed our opinion after considering the following factors: As noted from

Board Letter, the Deposit Service Annual Caps remains the same as the historical

annual caps after the Company has taken into account, including but not limited to:

(1)

the historical transaction amounts of the Deposit Services between the Group

and FS Finance and the high cash level maintained by the Group all the time.

The Group recorded the historical maximum daily deposit balances (including
accrued interests) deposited with FS Finance amounted to approximately
RMB375.7 million, RMB413.8 million and RMB430.2 million for the year
ended 31 December 2020, 2021 and for the six months ended 30 June 2022
respectively. It represented an increase in historical maximum daily deposit
balances by 14.5% from 31 December 2020 to 30 June 2022. As advised by
the Management, it is expected that the maximum daily deposit balances will
increase in the coming three years due to the high level of idle cash retained by

the Group.

According to the 2022 Company interim report, the Group maintained cash and
cash equivalents amounted approximately RMB1.4 billion as at 30 June 2021
and 2022. In view of the gradual increase in historical maximum daily deposit
balances and cash and cash equivalents balance is much larger than the Deposit
Service Annual Caps at all time, it is considered that the Deposit Service
Annual Caps is reasonable and just sufficient to meet the operation need of the

Group if it decides to deposit most of the idle cash in FS Finance.
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(ii)

The expansion of business operation will fuel the Group’s cash flow generated

from the operating activities

According to the Company interim report, we noted that the revenue of the
Group increased by approximately 6.6% from approximately RMB628.0 million
for the six months ended 30 June 2021 to approximately RMB669.6 million
for the six months ended 30 June 2022. Such increase was primarily driven by
the increase in GFA under management arising from the rapid increase in the
projects undertaken by the Group. Further, the Group would continue to pursue
its expansion strategy, intensified its corporate reform and boosted its internal
forces. Leveraging on the “headquarters + regional” expansion structure, the
Group kept exploring market opportunities and pursued three major expansion
paths, namely open market bidding, investment, merger and acquisition,
and joint venture, and focused on internal and external quality resources to
achieve parallel expansion of business regions and service sectors. In the first
half of 2022, the Group has established four joint venture companies with
business partners respectively, expanding its business scope to Inner Mongolia
Autonomous Region and Anhui Province, and further expanding its endeavours
in sectors such as office buildings, education and industrial parks. As of 30
June 2022, the Group’s operations covered 16 provinces and municipalities in
six regions of Northern China, Southwestern China, Eastern China, Southern
China, Northeastern China and Central China. The total number of projects
under management was 224, representing an increase of 48 compared with the
corresponding period in 2021. The total GFA was approximately 34.81 million
sq.m., representing an increase of approximately 23.87% as compared with the
corresponding period in 2021. As advised by the Management, it is believed
that the business expansion will continue in the coming years and it will further
boost up the cash level as well as the demand in Deposit Services to be provided
by FS Finance. In view of the abovementioned, it is considered that the Deposit

Service Annual Caps is reasonable.

Also, we have been advised by the Management that, when determining the
interest amount of the Deposit Service Annual Caps, the Company has made
reference to the average daily balance deposited in FS Finance amongst current
accounts and fixed deposits as at 31 December 2020 and 2021 and 30 June
2022, and noted that approximately 70% of the average daily balance were
maintained in current accounts, with the remaining balance was kept as fixed
deposits. The management then determined interest amount of the Deposit
Service Annual Caps to be the weighted sum of (i) 70% of the Deposit Service
Annual Caps with the projected maximum current account interest rate of
0.525%; and (ii) 30% of the Deposit Service Annual Caps with the projected
maximum one-year fixed deposit interest rate of 2.25%. We reviewed the

calculation provided by the Company and no material deviation was found.
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INTERNAL CONTROL MEASURES

In order to ensure that the transactions contemplated under the following internal control measures in

relation to the transactions contemplated under the Renewal of Connected Transactions Framework

Agreements:

@

(i1)

(iii)

iv)

the Group will maintain a database of fees paid to the Group in respect of property management
services, which is compiled by property type, geographical location of the property, the scope of

property management services to be provided by the Group and the identity of the customer;

the connected transaction panel (consists of members from the office of the Board, the finance
department and the risk and legal center of the Company) of the Company will be responsible for
regular monitoring of the continuing connected transactions contemplated under the 2023 Leasing
Framework Agreement, 2023 Property Management Services Framework Agreement and 2023
Deposit Service Framework Agreement to ensure that the Lease Annual Caps, Property Management
Services Annual Caps and Deposit Service Annual Caps will not be exceeded. When the transaction
volume approaches 85% of Lease Annual Caps, Property Management Services Annual Caps and
Deposit Service Annual Cap for the respective financial year, the connected transaction panel will
report immediately to the management and the Board and the Group will cease to enter into any

new transaction;

prior to entering into any transactions contemplated under the 2023 Leasing Framework Agreement,
the 2023 Property Management Services Framework Agreement and the 2023 Deposit Service
Framework Agreement, the relevant key management personnel of various business departments
of the Group will review and assess the specific terms and conditions of the transactions to ensure
their consistency with the 2023 Leasing Framework Agreement, the 2023 Property Management
Services Framework Agreement and the 2023 Deposit Service Framework Agreement. The relevant
officers will examine, among others, (a) information of the parties; (b) the terms of the agreement
and compare it with the terms of similar services offered by Independent Third Parties; (c) the
type and scope of services to be provided by the Group thereunder; and (d) whether the contract
price is in line with the relevant pricing policies, in order to ensure comments (if any) from various

departments of the Group will be properly addressed;

the Company will engage its auditors to conduct an annual review of the continuing connected
transactions to be conducted pursuant to the 2023 Leasing Framework Agreement, the 2023
Property Management Services Framework Agreement and the 2023 Deposit Service Framework

Agreement; and
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(v)  the independent non-executive Directors will review the continuing connected transactions to be
conducted pursuant to the 2023 Leasing Framework Agreement, the 2023 Property Management
Services Framework Agreement and the 2023 Deposit Service Framework Agreement on an annual
basis and confirm whether such continuing connected transactions have been entered into in the
ordinary and usual course of business of the Group, on normal commercial terms or better, and in
accordance with the 2023 Leasing Framework Agreement, the 2023 Property Management Services
Framework Agreement and the 2023 Deposit Service Framework Agreement on terms that are fair

and reasonable and in the interests of the Shareholders as a whole.

The Board considers that such internal control procedures on pricing can effectively ensure that the pricing
and terms of the transactions contemplated under the Renewal of Connected Transactions Framework
Agreements are conducted on normal commercial terms and on terms no less favourable than those terms
for similar service by the Group to Independent Third Parties, and in accordance with the pricing policies

of the Group.

We have further reviewed the internal control manual regarding the continuing connected transactions and
as advised by the Management, we noted that (i) the relevant management personnel from the responsible
departments will supervise and monitor the connected transactions contemplated under the Renewal
of Connected Transactions Framework Agreements on regular basis to ensure the relevant transactions
are conducted on normal commercial terms, in the ordinary course of business and are in the interests
of the Company and the Shareholders as a whole; (ii) independent non-executive Directors will review
the connected transactions contemplated under the Renewal of Connected Transactions Framework
Agreements annually and confirm that the relevant transactions have been conducted in the ordinary and
usual course of business of the Group, on normal commercial terms or better, and in accordance with the
agreements governing them on terms that are fair and reasonable and in the interests of the Shareholders
as a whole; and (iii) auditor of the Company will review and issue letter containing its findings and

conclusions in respect of the Group’s continuing connected transactions according to the Listing Rules.

In view of the above, we consider that the terms of reference, if implemented effectively by the Company,
are sufficient to safeguard Shareholders’ interest in the provision the Renewal of Connected Transactions
Framework Agreements. Accordingly, we are of the view that the internal control procedures are in place

and in compliance with the internal measures as mentioned above.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISOR

OPINION AND RECOMMENDATIONS

Having considered the above principal factors and reasons, we are of the view that the Renewal of
Connected Transactions Framework Agreements and the related caps are (i) in the ordinary and usual
course of the business of the Group; (ii) on normal commercial terms and are fair and reasonable so far as
the Independent Shareholders are concerned; and (iii) in the interests of the Company and the Shareholders

as a whole.

Accordingly, we advise the Independent Board Committee to recommend the Independent Shareholders,
and we also recommend Independent Shareholders to vote in favour of the relevant resolution for
approving the 2023 Leasing Framework Agreement, the 2023 Property Management Services Framework

Agreement and the 2023 Deposit Service Framework Agreement and the related annual caps at the EGM.

Yours faithfully,
For and on behalf of
Dongxing Securities (Hong Kong) Company Limited

Jim Lui CFA, FCPA, FCCA, ACA Jason Wong
Managing Director Vice President
Investment Banking Investment Banking

Department Department

Mr. Jim Lui is currently a responsible officer of Dongxing Securities (Hong Kong) Company Limited to
carry out Type 1 (dealing in securities) and Type 6 (advising on corporate finance) regulated activities
under the SFO. Mr. Lui has over 18 years of experience in the corporate finance industry, and has
participated in the provision of independent financial advisory services for various connected transactions

involving companies listed in Hong Kong.

Mr. Jason Wong is currently a responsible officer of Dongxing Securities (Hong Kong) Company Limited
to carry out Type 6 (advising on corporate finance) regulated activities under the SFO. Mr. Wong has over
8 years of experience in the corporate finance industry, and has participated in the provision of financial
advisory and independent financial advisory services for various connected transactions involving

companies listed in Hong Kong.

_ 58—



APPENDIX 1 FINANCIAL INFORMATION OF THE GROUP

1. FINANCIAL INFORMATION OF THE GROUP

The audited consolidated financial statements of the Group for the financial year ended 31
December 2019 including the auditors’ report thereon and the notes thereto, have been set
out in pages I-1 to I-77 of the Prospectus (https://www1.hkexnews.hk/listedco/listconews/
sehk/2020/0619/2020061900025.pdf) and are incorporated by reference into this circular.

The audited consolidated financial statements of the Group for the financial year ended 31
December 2020 including the auditors’ report thereon and the notes thereto published on 26 April
2021, have been set out in pages 76 to 167 of the 2020 Annual Report (https://www1.hkexnews.hk/
listedco/listconews/sehk/2021/0426/2021042601396.pdf) and are incorporated by reference into this

circular.

The audited consolidated financial statements of the Group for the financial year ended 31
December 2021 including the auditors’ report thereon and the notes thereto published on 22 April
2022, have been set out in pages 88 to 209 of the 2021 Annual Report (https://www1.hkexnews.hk/
listedco/listconews/sehk/2022/0422/2022042202532.pdf) and are incorporated by reference into this

circular.

The unaudited consolidated financial statements of the Group for the six month ended 30
June 2022 and the notes thereto published on 22 September 2022, have been set out in
pages 32 to 60 of the 2022 Interim Report (https://www1.hkexnews.hk/listedco/listconews/
sehk/2022/0922/2022092201071.pdf) and are incorporated by reference into this circular.

2. STATEMENT OF INDEBTEDNESS

Save as disclosed above, as at 31 October 2022, the Group did not have any bank borrowings or
any unutilised banking facilities, or outstanding guarantees in respect of payment obligations of
any related parties or third parties, any outstanding or authorised to be issued but unissued debt
securities, term loans, borrowings or indebtedness in nature of borrowing, acceptance credits, hire

purchase commitments, mortgages and charges, contingent liabilities or guarantees.

3. SUFFICIENCY OF WORKING CAPITAL

The Directors, after due and careful enquiry, are of the opinion that, after taking into consideration
the effect of the Renewal of Connected Transactions Framework Agreements and the present
financial resources available to the Group, including funds internally generated from its business
operations, the Group will have sufficient working capital for its business operations for at least the

next twelve months from the date of this circular.
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4. FINANCIAL AND TRADING PROSPECTS OF THE GROUP

In the first half of 2022, sporadic outbreaks of COVID-19 cases hit multiple places in the country,
posing challenges to the property services industry. Facing difficulties, the Group rose to the
occasion. On one hand, the Group strengthened its pandemic prevention and control mechanism, to
protect the health and safety of property owners, improve the quality of its services and maintain
normal working and living order. With its excellent service and brand influence, the Group was
awarded with various honours including the 2022 Top 100 Property Management Companies in
China. On the other, the Group continued to strengthen its efforts in external expansion, to enhance
its competitiveness, rationalise and optimise its organisational structure and incentive system,

improve the standardised expansion process and enhance the efficiency of its external expansion.

In the first half of 2022, the property management and related businesses of the Group were
carried out in an orderly manner and it further expanded in the field of public property services,
undertaking a number of new projects in industrial parks, schools and scenic spots, with its business
network covering 16 provinces, municipalities and autonomous regions. As at 30 June 2022, the
GFA under management of the Group amounted to approximately 34.81 million sq.m., representing
an increase of approximately 23.87% over the corresponding period of last year, and the number of
projects under management was 224, representing an increase of 48 projects over the corresponding
period of last year. Among the newly added areas, approximately 5.14 million sq.m. of GFA under
management originated from independent third parties, accounting for 76.68% of the total newly

added areas.

By enhancing its confidence in development, the Group will rely on its experience in high-end
commercial property services, the brand influence and its core competitive advantages to strengthen
its market development capabilities and help its business scale to grow gradually. It will continue
to focus on the service quality and customer satisfaction to deliver brand value, enhance market
recognition, accelerate the improvement of the special value-added service system, promote the
synergistic development of resources and industries among various business segments, and promote

the sustainable and high-quality development of the Group.

FINANCIAL EFFECT OF RENEWAL OF DEPOSIT SERVICE FRAMEWORK AGREEMENTS

The Company believes that the Deposit Services under the Deposit Service Framework Agreement will
not have any material impact on the profit, assets and liabilities of the Group. In addition, the Deposit
Services will be obtained by the Group on a voluntary and non-exclusive basis. There is no restriction
under the Deposit Service Framework Agreement on the Group’s use of deposit services from other
commercial banks or independent financial institutions; the Group has sole discretion to make its selection
according to the relevant conditions and quality of services being delivered by other commercial banks or

independent financial institutions.
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Group. The Directors, having made all reasonable enquiries, confirm
that to the best of their knowledge and belief the information contained in this circular is accurate
and complete in all material respects and not misleading or deceptive, and there are no other matters

the omission of which would make any statement herein or this circular misleading.

2. INTERESTS AND SHORT POSITIONS OF DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVE IN THE SECURITIES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at the Latest Practicable Date, the interests and short positions of the Directors, supervisors and
chief executive of the Company in the Shares, underlying Shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of the SFO) which were required: (i)
to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including the interests and short positions which they were taken or deemed to have under
such provisions of the SFO); or (ii) to be entered in the register kept by the Company pursuant to
section 352 of the SFO; or pursuant to the Model Code for Securities Transactions by Directors of
Listed Companies of the Listing Rules, to be notified to the Company and the Stock Exchange, are

set out below:

Percentage of
interest in
associated

Number of corporation as

Name of Name of associated shares at the Latest

Director cooperation Capacity held/interested Practicable Date

Li Liang Financial Street Holdings Beneficial owner 27,000(L)" 0.00®
Co., Ltd.

Note:

1. The letter “L” denotes the person’s long position in the shares.

2. The approximate percentage of interests in the issued share capital of Financial Street Holdings Co.,

Ltd. is calculated based on a total of 2,988,929,907 issued shares of Financial Street Holdings Co., Ltd.
as at 30 November 2022.
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SUBSTANTIAL SHAREHOLDERS’ INTEREST

As at the Latest Practicable Date, so far as the Directors are aware, the following person(s) (other

than a Director, supervisor or chief executive of the Company) had, or were deemed or taken to

have interests or short positions in the Shares or underlying Shares of the Company which would

fall to be disclosed to the Company and the Stock Exchange under the provisions of Divisions 2 and

3 of Part XV of the SFO:

Name of Shareholders Class of shares

Beijing Huarong Zonghe Investment Co., Domestic Shares
Lud. (U pig S R AR
)

Beijing Financial Street [nvestment
(Group) Co., Ltd. (L m & MR E (&
AR ) (o

Beijing Financial Street Capital Operation Domestic Shares
Group Co., Ltd. (L x &M EAES
ERARAR) o

Beijing Tiantai Real Estate Co., Ltd.
(ERRFEEARAR)

China Life Real Estate Investment

Domestic Shares

Domestic Shares

Domestic Shares
Management Company Limited (7 A
WAL A IR ) Mo

China Life Investment Insurance Asset ~ Domestic Shares

Management Company Limited (Bl&1%
BB P R ]y ore

Capacity

Beneficial owner

Interest of
controlled
corporation

Interest of
controlled
corporation

Beneficial owner

Interest of
controlled
corporation

Interest of
controlled

corporation

—62

Number

of Shares/
Underlying
Shares Held

(shares) <7

128,299,270 (L)

128,299,270 (L)

128,299,270 (L)

79,620,438 (L)

79,620,438 (L)

79,620,438 (L)

Percentage
of Relevant
Class of

Shares (% (Note 2)

41.52

41.52

41.52

29.49

29.49

29.49

Percentage

of Total

Shares (%) “o¢¥

34.35

3435

3435

21.32

21.32

21.32
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Number
of Shares/ Percentage
Underlying of Relevant Percentage
Shares Held Class of of Total
Name of Shareholders Class of shares  Capacity (shares) ®**” Shares (%) ““*? ~ Shares (%) “**?
China Life Insurance (Group) Company ~ Domestic Shares  Interest of 79,620,438 (L) 29.49 21.32
(B AR B (SR B A ] o controlled
corporation
Beijing Rongxin Hetai Enterprise Domestic Shares ~ Beneficial owner 62,080,292 (L) 22.99 16.62
Management Co., Ltd. (I 5 A %
PEERREHARA)
Find Jade Limited H Shares Beneficial owner 5,243,000 (L) 5.07 1.40
Kowloon Development Company H Shares Interest of 5,243,000 (L) 5.07 1.40
Limited 9 controlled
corporation
Intellinsight Holdings Limited ¥ H Shares Interest of 5,243,000 (L) 5.07 1.40
controlled
corporation
New Explorer Developments H Shares Interest of 5,243,000 (L) 5.07 1.40
Limited "? controlled
corporation
Or Wai Sheun ¢ H Shares Interest of 5,243,000 (L) 5.07 1.40
controlled
corporation
UBS Asset Management H Shares Investment 6,292,000 (L) 6.08 1.68
(Hong Kong) Ltd ™7 Manager
UBS Group AG ¥ H Shares Interest of 17,751,999 (L) 17.15 4.75
controlled 7,773,000 (S) 751 2.08
corporation
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Number
of Shares/ Percentage
Underlying of Relevant Percentage
Shares Held Class of of Total
Name of Shareholders Class of shares  Capacity (shares) ®**” Shares (%) ““*? ~ Shares (%) “**?
Barings LLC "*” H Shares Investment 6,972,000 (L) 6.74 1.87
Manager
Northern Trust Fiduciary Services H Shares Trustee 6,705,000 (L) 0.48 1.80
(Ireland) Limited
FIL Limited @ H Shares Interest of 10,350,000 (L) 10.00 277
controlled
corporation
Pandanus Associates Inc. ™" H Shares Interest of 10,350,000 (L) 10.00 277
controlled
corporation
Pandanus Partners L.p. /7 H Shares Interest of 10,350,000 (L) 10.00 271
controlled
corporation
FIDELITY FUNDS #¢ 2 H Shares Beneficial owner 5,532,000 (L) 5.34 1.48
Notes:
1. The letter “L” denotes the person’s long position in the shares, and the letter “S” denotes the person’s

short position in the shares.

2. The calculation is based on 270,000,000 domestic shares or 103,500,000 H shares issued by the
Company as at 30 November 2022.

3. The calculation is based on the total number of 373,500,000 shares issued by the Company as at 30
November 2022.
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4.

Beijing Huarong Zonghe Investment Co., Ltd. (“Huarong Zonghe”) is the direct shareholder.

(a)

(b)

The entire equity interest in Huarong Zonghe is held by Beijing Financial Street Investment
(Group) Co., Ltd. (“Financial Street Group”), which is in turn held as to 37.94% by SASAC
Xicheng District and 62.06% by Beijing Financial Street Capital Group Co., Ltd. (formerly
known as Beijing Financial Street Capital Operation Centre) (“Financial Street Capital”),
which is wholly-owned by SASAC Xicheng District.

(Note: On 29 December 2020, Financial Street Group received the Xicaiqi [2020] No. 507
Notice on the Transfer of Certain State-owned Equity Interests in Beijing Financial Street
Investment (Group) Co., Ltd. between Beijing Municipal Bureau of Finance, Beijing Xicheng
District Human Resources and Social Security Bureau and the State-owned Assets Supervision
and Administration Commission of Xicheng District People’s Government of Beijing Xicheng
District, which was forwarded by SASAC Xicheng District, and required to transfer part of
the 10% equity interests in Financial Street Group held by SASAC Xicheng District to Beijing
Municipal Bureau of Finance at nil consideration, with the transfer benchmark date being 31
December 2019, and complete the equity transfer procedures such as the change of state-owned
property rights registration before 30 December 2020. In accordance with the requirements of
the Notice, Financial Street Group has completed the registration procedures for the change of
state-owned property rights on 30 December 2020. However, as at the Latest Practicable Date
and to the best of the Company’s knowledge, information and belief, having made all reasonable
enquiries, the general meeting of Financial Street Group has not yet issued a resolution and has
not yet completed the procedures for the change of industrial and commercial registration.)

By virtue of the SFO, Financial Street Group and Finance Street Capital are each deemed to be
interested in the Shares held by Huarong Zonghe.

Beijing Tiantai Real Estate Co., Ltd. (“Tiantai Real Estate”) is the direct shareholder.

(a)

(b)

100% of the equity interests in Tiantai Real Estate is held by China Life Real Estate Investment
Management Company Limited (“China Life Real Estate”), which is in turn wholly-owned by
China Life Investment Insurance Asset Management Company Limited (275 4% & {5 & & %
LA PR F]), which is wholly-owned by China Life Insurance (Group) Company (41 8 A 3% &
W (%2 H) 2~ ®]), which is wholly-owned by the Ministry of Finance of the PRC.

By virtue of the SFO, China Life Real Estate, China Life Investment Insurance Asset
Management Company Limited (12745 & % bt % 7 % #4 A F) and China Life Insurance
(Group) Company (1[5 A 7% {# B (42 [#]) /& F]) are each deemed to be interested in the shares
held by Tiantai Real Estate.

Find Jade Limited is wholly-owned by Kowloon Development Company Limited; Intellinsight
Holdings Limited holds 70.63% equity of Kowloon Development Company Limited; Intellinsight
Holdings Limited is wholly-owned by New Explorer Developments Limited; and New Explorer
Developments Limited is wholly-owned by Or Wai Sheun. Therefore, each of Or Wai Sheun, New
Explorer Developments Limited, Intellinsight Holdings Limited and Kowloon Development Company
Limited is deemed to have an interest in the shares held by Find Jade Limited pursuant to the SFO.

In the capacity of investment adviser of Nineteen77 Global Multi-Strategy Alpha Master Limited and
on behalf of Nineteen77 Global Multi-Strategy Alpha Master Limited.
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8. Based on the disclosure of interests form submitted by UBS Group AG on 30 November 2022 (the date
of the relevant event set out in the form was 25 November 2022), these shares comprised (i) 8,568,000
shares (long position) held through UBS O’Connor LLC; (ii) 8,073,000 shares (long position) and
7,773,000 shares (short position) held through UBS AG; and (iii) 1,110,999 shares (long position) held
through UBS Switzerland AG.

9. Based on the disclosure of interests form submitted by Barings LLC. on 15 September 2021 (the date of
the relevant event set out in the form was 13 September 2021), these Shares were held in the capacity
of investment manager through Baring Asset Management (Asia) Holdings Limited.

10. Northern Trust Fiduciary Services (Ireland) Limited is the trustee of Barings Hong Kong China Fund’s
trust.

11. Based on the disclosure of interests form submitted on 4 March 2022 (the date of the relevant event set
out in the form was 1 March 2022), these shares were held via FIL Investment Management (Singapore)
Limited. The 10,350,000 H shares (long position) held by FIL Limited, Pandanus Associates Inc. and
Pandanus Partners L.P. were held in the capacity as interests of controlled corporations.

12. Based on the disclosure of interests form submitted by FIDELITY FUNDS on 1 March 2022 (the date
of the relevant event set out in the form was 24 February 2022), FIDELITY FUNDS is the beneficial
owner of these Shares.

4. DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors or supervisors had any existing or proposed
service contract with any member of the Group which will not expire or is not determinable by the

Group within one year without payment of compensation (other than statutory compensation).

5. DIRECTORS’ AND SUPERVISORS’ INTERESTS IN ASSETS AND/OR CONTRACTS AND
OTHER INTERESTS

As at the Latest Practicable Date, none of the Directors or supervisors had any direct or indirect
interest in any asset which had been, since 31 December 2021, being the date to which the latest
published audited accounts of the Company were made up, acquired or disposed of by or leased to,

or were proposed to be acquired or disposed of by or leased to, any member of the Group.
As at the Latest Practicable Date, none of the Directors or supervisors was materially interested in

any contract or arrangement entered into by any member of the Group which was subsisting as at

the Latest Practicable Date and which was significant in relation to the business of the Group.
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6. CONSENT AND QUALIFICATION OF EXPERT

The following are the qualifications of the expert who has given opinions or advice contained in

this circular:

Name Qualification

Dongxing Securities A corporation licensed under the SFO to carry out type 1
(dealing in securities) type 4 (advising on securities) and

type 6 (advising on corporate finance) regulated activities

As at the Latest Practicable Date, the above expert did not have shareholding interest in any
member of the Group or any right to subscribe for or to nominate persons to subscribe for securities

in any member of the Group.

As at the Latest Practicable Date, the above expert did not have any direct or indirect interest in any
assets which has been, since 31 December 2021, being the date to which the latest published audited
accounts of the Company were made up, acquired or disposed of by or leased to, or were proposed

to be acquired or disposed of by or leased to, any member of the Group.

As at the date of this circular the above experts has given and has not withdrawn its written consent
to the issue of this circular with the inclusion of its letter, report and references to its name included
in this circular in the form and context in which it is included.

7. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors and their respective associates had any

interest in a business which competes or may compete with the business of the Group.
8. NO MATERIAL ADVERSE CHANGE
The Directors are of the opinion that since 31 December 2021, being the date to which the latest

published audited accounts of the Group have been made up, there have been no material adverse

changes in the financial or trading position of the Group.
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10.

LITIGATION

As at the Latest Practicable Date, no member of the Group was engaged in any litigation, arbitration

or claim of material importance and, so far as the Directors are aware, no litigation, arbitration or

claim of material importance was pending or threatened against any member of the Group.

MISCELLANEOUS

(@)

(b)

(©)

(d)

(e)

The registered office of the Company is situated at 33 Financial Street, Xicheng District,
Beijing, PRC and its headquarter and principal place of business in the PRC is at 24/F,
Xihuan Plaza Tower 2, 1 Xizhimenwai Avenue, Xicheng District, Beijing, PRC.

The Company’s principal place of business in Hong Kong is situated at 46/F, Hopewell
Centre, 183 Queen’s Road East, Wan Chai, Hong Kong.

The share registrar and transfer office of the Company is Computershare Hong Kong Investor
Services Limited at Shops 1712—-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wan Chai, Hong Kong.

The joint company secretaries of the Company are Mr. Chen Xi, who holds a qualification
certificate as a board-level secretary issued by the Shenzhen Stock Exchange; and Ms. Ho
Wing Nga, who is a fellow of The Hong Kong Chartered Governance Institute and a fellow

of The Chartered Governance Institute.

If there is any discrepancy between the English text and Chinese text of this circular, the

English text shall prevail.
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11.

12.

MATERIAL CONTRACTS

The particulars of material contracts (not being contracts entered into in the ordinary course of

business) entered into by the member of the Group within the two years immediately preceding the

issue of this circular are set out as follows:

(a)

(b)

the joint venture agreement relating to the establishment of a limited liability company
(CBAFL ] &3 A PR B AT A Al 1 Wik 2E) ) dated 2 February 2021 entered into among
Financial Street Savills, Mr. Guo Xisheng (¥¢#/5) (“Mr. Guo”) and Shandong Baishida
Geographic Indication Industry Co., Ltd. (L5 F ffi AR & £ A R/ F]) (“Baishida”),
pursuant to which the parties agreed to establish a joint venture company named Dezhou
Financial Street Dibiao Zhidu Property Management Co., Ltd. (F8] 4 il ki b A2 2 #5464
A PR F]) (“Financial Street Dibiao”) and Financial Street Savills, Mr. Guo and Baishida
shall contribute RMB510,000, RMB300,000 and RMB 190,000, respectively, as the registered
capital of Financial Street Dibiao, which, upon completion of establishment, will be owned as
to 51% by Financial Street Savills, 30% by Mr. Guo and 19% by Baishida; and

the equity transfer agreement dated 29 November 2021 entered into between the Company
and Financial Street Group, pursuant to which Financial Street Group agreed to sell and
the Company agreed to purchase the 100% equity interests in Beijing Yongtaiheng Health
Service Co., Ltd. (Atx7k Z8 1675 4 IR B A PR A 7)) at a consideration of RMB3,451,800.

DOCUMENTS ON DISPLAY

Electronic copies of the following documents are published on the website of the Stock Exchange

(www.hkexnews.hk) and the website of the Company (www.jrjlife.com) for a period of 14 days

from the date of this circular (both days inclusive):

(a)

(b)

©

(d)

©)

the letter of advice dated 21 December 2022 from Dongxing Securities to the Independent
Board Committee and the Independent Shareholders, the text of which is set out on pages 23

to 58 of this circular;

the written consent from the expert referred to in paragraph headed “Consent and Qualification

of Expert” of this Appendix;

the 2023 Deposit Service Framework Agreement;

the 2023 Leasing Framework Agreement; and

the 2023 Property Management Services Framework Agreement.

— 69 —



NOTICE OF THE EXTRAORDINARY GENERAL MEETING

FINANCIAL STREET PROPERTY CO., LIMITED
Rl R A R A
(A joint stock company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 1502)

NOTICE OF THE EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the extraordinary general meeting (the “EGM”) of Financial
Street Property Co., Limited (the “Company”) will be held at 10:00 a.m. on Monday, 9 January 2023
by way of teleconference for the purposes of considering and, if thought fit, approving the following
resolutions. In this notice, unless the context otherwise requires, terms used herein shall have the same

meanings as defined in the Company’s circular dated 21 December 2022 (the “Circular”).
ORDINARY RESOLUTIONS

1. (a)  to consider, approve and ratify the terms of the 2023 Leasing Framework Agreement

(including the Lease Annual Caps) and the transactions contemplated thereunder; and

(b) any director(s) of the Company be and is hereby authorised to sign, execute, perfect and
deliver all such documents and to affix the common seal of the Company on any such
documents as and when necessary and do all such deeds, acts, matters and things as he may
in his/her discretion consider necessary or desirable for the purposes of or in connection
with the implementation of the 2023 Leasing Framework Agreement, the transactions
contemplated thereunder and the Lease Annual Caps for the three financial years ending 31
December 2025.

2. (a)  to consider, approve and ratify the terms of the 2023 Property Management Services
Framework Agreement (including the Property Management Services Annual Caps) and the

transactions contemplated thereunder; and

(b) any director(s) of the Company be and is hereby authorised to sign, execute, perfect and
deliver all such documents and to affix the common seal of the Company on any such
documents as and when necessary and do all such deeds, acts, matters and things as he may
in his/her discretion consider necessary or desirable for the purposes of or in connection with
the implementation of the 2023 Property Management Services Agreement, the transactions
contemplated thereunder and the Property Management Services Annual Caps for the three

financial years ending 31 December 2025.
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(a)  to consider, approve and ratify the terms of the 2023 Deposit Service Framework Agreement
(including the Deposit Service Annual Caps) and the transactions contemplated thereunder;

and

(b)  any director(s) of the Company be and is hereby authorised to sign, execute, perfect and
deliver all such documents and to affix the common seal of the Company on any such
documents as and when necessary and do all such deeds, acts, matters and things as he may
in his/her discretion consider necessary or desirable for the purposes of or in connection with
the implementation of the 2023 Deposit Service Framework Agreement, the transactions
contemplated thereunder and the Deposit Service Annual Caps for the three financial years
ending 31 December 2025.

By order of the Board
Financial Street Property Co., Limited
Sun Jie

Chairman

Beijing, the PRC, 21 December 2022

As at the date of this notice, the Board comprises Mr. Sun Jie and Ms. Xue Rui as executive directors; Mr.

Shen Mingsong, Mr. Liang Jianping, Mr. Li Liang and Ms. Zhao Lu as non-executive directors; and Mr.

Song Baocheng, Ms. Tong Yan and Ms. Lu Qing as independent non-executive directors.

Notes:

All resolutions at the EGM will be taken by poll pursuant to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”). The results of the poll will be published on
the websites of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (www.hkexnews.hk) and
the Company (www.jrjlife.com) in accordance with the Listing Rules.

All Shareholders are eligible for attending the EGM by way of teleconference. Please note that Shareholders
attending the EGM by way of teleconference manner will not be counted towards a quorum and will not
be able to cast their votes online. Any Shareholder entitled to attend and vote at the EGM convened by the
above notice shall appoint the chairman of the meeting as their a proxy and vote instead of it/him/her. Every
Shareholder shall be entitled to one vote for each Share held by it/him/her.

In order to be valid, the proxy form together with the power of attorney or other authority (if any) under
which it is signed, or a notarially certified copy thereof, must be completed and returned to (i) the Company’s
principal place of business in the People’s Republic of China (the “PRC”) at 24/F, Xihuan Plaza Tower 2, 1
Xizhimenwai Avenue, Xicheng District, Beijing, the PRC (for Domestic Shareholders) or (ii) the Company’s
H Share Registrar, Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong (for H Shareholders) not less than 24 hours before the time
appointed for the EGM. Completion and return of the proxy form will not preclude a Shareholder from
attending at the EGM or any adjourned meeting thereof should it/he/she so wish.
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NOTICE OF THE EXTRAORDINARY GENERAL MEETING

For the purpose of determining the Shareholders’ eligibility to attend and vote at the EGM (and any adjourned
meeting thereof), the register of members of the Company will be closed from Wednesday, 4 January 2023 to
Monday, 9 January 2023, both days inclusive, during which period no transfer of the Shares will be registered.
In order for the H Shareholders to qualify for attending and voting at the EGM, all properly completed share
transfer forms together with the relevant H share certificates shall be lodged with the Company’s H Share
Registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wan Chai, Hong Kong for registration not later than 4:30 p.m. on Tuesday, 3
January 2023.

Shareholders may contact the Company via telephone at +86 10 6621 5866 and email at ir@fsig.com.cn for
any enquires in respect of the EGM.

In case of joint holders, the vote of the senior joint Shareholder who tenders a vote, whether in person or by
proxy, will be accepted to the exclusion of the votes of the other joint Shareholder(s) and for this purpose
seniority will be determined by the order in which the names stand on the register of members of the Company
in respect of the joint shareholding.

Shareholders may attend the EGM by using their smartphones, tablets or computers from any location with
Internet access and submit questions online during the EGM. Details regarding the EGM arrangements
including login details to access the online platform are included in the Company’s notification letter sent to
the registered Shareholders. The Company will dispatch the notification letter to holders of H Shares by 21
December 2022 regarding the instructions on how to participate in the teleconference and the network link and/
or password to access the teleconference and/or other communication arrangements. Shareholders are reminded
to keep confidential and not to share such access information with others.
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