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To Ihe Regal I, Idepe, Ideiii 8001'd Colli, 1,111ee and Ihe Rego/ In depende, 11 Slidieholde, 's

Regal Hotels International Holdings Limited
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Dear Sir and Madam,

INTRODUCTION

Tel : (852) 25226122
Fax : (852) 25226992
E-mail Address:

mail@altos. coin. hk

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

Independent Board Committee and the Regal Independent Shareholders in respect of the transaction

contemplated under the 2024 Facilities Agreement, details of which are set out in the "Letter froni the

Regal Board" contained in the circular of Regal dated 10 December 2024 (the "Circular"). Terms
used in this letter shall have the same meaninos as those defined in the Circular unless the context

requires otherwise

MAJOR AND CONNECTED TRANSACTION

On 21 September 2021, (i) Long Profits, (ii) Cosmopolitan, and (iii) Bizwise entered into the

First Supplemental Agreement to amend certain terms of the Original Facilities Agreement, pursuant

to which, among others, the aggregate original term loan and revolving loan facilities of an aggregate

amount of HK$1,850 million were reduced to HK$857 million (comprising the reduced term loan of

HK$357 million and the revolving loan of up to HK$500 million) and the maturity date was extended
10 12 October 2024. The 2021 Facilities Agreement was approved by the then respective independent

shareholders of Reoal and Cosmopolitan at their respective general meetings held on 30 November
2021

I O December 2024
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0113 September 2024 (after 11'adjng 110urs). Long Profits. Cosmopolitan and Bizwise entered into

the Second Supplemental Anteement 10 amend certain telliis of the 2021 Facilities AUI'eemeni.

PUTSuani to which. among other things.

. the Inaiurity date is 10 be extended for a period of 3 years Linti1 12 October 2027 (originally

12 October 2024): and

.

Saved as 111entioiied above. theI'e are 110 0tlier 11Taterial changes to the tel'ms and conditions of

the 2021 Facilities Agreement

coinmencing from 12 Octobei' 2024. the interest Tale is to be changed to I-month HIBOR

plus 1.95% pel' annuin (originally tile in telest rate was at a fixed rate of 5% per annum)

The salient terms and conditions of the 2024 Facilities Aureement are set out in the "Letter fi. Qin

the Regal Board" of the Circulai

LISTING RULES In, IPLICATIONS

The transaction contemplated under the Original Facilities Agi'Gement was approved by the

I'especiive Independent shareholders of Regal and Cosmopolitan o11 11 October 2016 and the

transaction contemplated under the 2021 Facilities ADreemeni was appi'oved by the respective

independent shareholders of Reoal and Cosmopoliiaii o11 30 No\. ember 2021. As the Second

Supplemental Agi'eement constitutes a niaierial change to the terms of the 2021 Facilities Agreement.

re-compliance with the Listing Rules is necessai'y

The Lender is a wholly-owned subsidiary of Regal. Each of Regal and Cosmopolitan is a listed

subsidiary of Palibui'g. Based o11 the applicable percentage ratios. the Transaction constitutes a niajor

and connected transaction for' Regal whicli is subject to announcement. circular and independent

shareholders' approval requirements 11nder Chapter 14 and Chapter 14A of the Listino Rules

Mi'. LO Yuk Sui is the controlling shareholder of Century City which is ill lulli the listed 1101dino

company of Pailbui'g. Mi'. LO Y11k Sui. Ms. LO PO Man. Century City. Paliburg and their respective

associates. in aggi'egaie 1101ding. and entitled to exercise control over the \, oilng Tights in I'espect of.

623,709,330 Regal Shares (repl'eseiiting approximately 69.4% of all tile issued Regal Shares) as allhe

Latest Practicable Date. \\, ill abstain from \, o11ng at the SGM. Apart fi'o111 Mr. LO Yuk Sui. itis. LO

PO Man. Century City. Paliburg and their respective associates. as at the Latest PI'acticable Dale. no

other Reaal Shareholders had a Inaterial interest ill the Transaction. o1hei' than belno a Regal
Shareholdei
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THE REGAL INDEPENDENT BOARD CON. INllTTEE

The Regal In dependciii Board Committee, coinpi'is ing PI'oressor Japhet Sebastiaii LAW (being an

independent 1101i-executive Regal Director) only. has been establislied 10 advise the Regal Independent
Shareholders as to \\, he ther the Transaction is o11 normal commercial tel'nis. fair and reasonable and

in the interests o1' Reual and the Regal Shareholders as a whole, and on how 10 vote o11 the resolution

to be proposed at the SGM

As Ms. Winnie NG and Mr. WONG Chi Keung (both being independent non-executive Regal

Directors) are also independent non-executive dii'ectoi's of Century City and Pailburg. the listed

holding companies of Cosmopolitan. and Ms. Allce KAN Lai Kueii (being an independent

lion-exec utive Regal Director) is also an independent non~executive dii'ector of Cosmopolitan. they

ale 1101 111embers of the Regal independent Boai'd Committee

THE REGAL INDEPENDENT FINANCIAL ADVISER

As the Regal Independent Financial Advisei' to the Reual Independent Board Committee and the

Regal Independent Shareholders. our role is to give all independent opinion 10 the Regal Independent

Board Committee and the Regal Independent Shaleholders as to (1) whether the ternis of the
Transaction ai'e on normal commercial terms. fair and reasonable and in the interests of Regal and the

Regal Shareholders as a whole; (11) \\, he ther tile Ti'an saction is ill the ordiiiary and usual course of

business of the Regal Group; and (iii) how the Regal Independent Shareholdei's should vote ill respect

of the ordinary resolution 10 be proposed at the SGM ill relation 10 the Transaction

We nave 1101 acted as financial adviser in relation 10 any transactions of Regal in the two yeai's

prior to the date of the Circular. PUTSuaiit 10 Rule 13.84 of the Listing Rules. and given that

reinunei'allon for our engagement 10 Dpine o11 the Ti'an sactioii Is at market level and 1101 conditional

upon successful passing of the resolution to be proposed at 111e SGM. and that our engageiiieni is on

normal commercial telliis, we are Independent of and noi associated \\, 1111 Regal, its conii'o111ng

shareholdei'(s) o1' connected person (s )

BASIS OF OUR ADVICE

111 toI'niulaiiiig our opinion. we nave I'eviewed. amongst others (1) the Original Facilities

Agreeitieni; (11) the 2021 Facilities Agreement: (111) the 2024 Facilities Agreement; (iv) the annual

report of Renal for the yeai' eiided 31 December 2023 (the "Regal 2023 Annual Report"): (v) the

interinI report of Regal for the six 1110nths ended 30 June 2024 (the "Regal 20241nterini Report");

(vi) the annual I'eport of Cosiiiopolitan for the yeai' ended 31 December 2023 (the "Cosmopolitan

2023 Annual Report"): (\11) the interim I'eport of Cosmopolitaii for the six 1110nths ended 30 June

2024 (the "Cosmopolitan 20241nteri, ,l Report"): and (viii) other inforiiiatioii set out in 111e Circulai

We 11ave also leiied on the statements, information. opinions and representaiions contained or

referred to in the Circular and/or provided to us by ille Reoal CIOup. the Renal Dii'ectors and the

managenTeni of the Regal CIOup (the "A, Ianagenient"). We ITa\e assumed that all the statements.

infoi'mallon. opinions and representations for Inaiters I'elating to the Regal Gi'oup contained or

referled 10 in the Circular and/o1' provided to us by the Renal Group. the Regal Directoi's and the

Mariauemeiii were reasonably Inade aftei' due and cal'eful enquiry and were true. accui'ale and
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complete in all Inaierial aspects at the 11/11e they \\, ere made and continued 10 be so as at the date of

the Circular. The Renal Directors collectively and individually accept full responsibility the I'eof

including pailiculars given in compliance willI the Listing Rules for 111e I)UTPose of giving inforination

willI I'egai'ds to the Regal Gi'oup. The Regal Directors, having Inade all reasonable enquiries. conlirin
that 10 Ihe best of theii' knowledoe and belief. the infoiiiiaiion contained in the Circulai' is accurate

and coinpleie in all Inaterial respects and not 1111sleading or deceptive, and there are 110 other facts the

omission of \vliich would niake any statement in the Circular 1/1/51eading

We have no reason to believe that any such statements. inforniation. opinions o1' representations

we relied on in forming OUT opinion are Lintrue. Inaccui'ate or misleading, noi' ale we aware of any

material facts the omission of which would render thenI Linti'tie. Inaccurate o1' 1111sleadinn. We nave

relied on such statements. information. opinions and representations. We consider that we have been

provided with and nave reviewed sufficient information to reacli an informed \, Iew and 10 provide a

I'easonable basis for OUT opinion. We have not. howevei'. conducted any independent investigation 11/10

the business. financial conditions and affairs or the future 13rospecis of the Renal Group alld tile

Cosmopolitan Group

PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background information of the Regal Group

1.1 Prt, ,cipnl b, ,siness of Ihe Regal Gror, p

The Regal Group Is pi'inclpally engaged in notel ownershij) business undertaken Ihi'ougli Regal

REIT. notel operation alld inari agemeni businesses. asset inari a Demerit of Regal REIT. propel'Iy

de\elopmeni and investInent. includino those undertaken Ihrouuh the joint venture in P&R, aircraft

ownership and Ieasin g and other in vestinents including fin ancial assets in\'estiiienis

1.2 Filialleiffl i, ,/on11niio, , of Ih e Regrrl Gro, ,p

Set out belo\\, is a table summai'Is ing the financial information of the Regal Grouj, foi' 111e two

years ended 31 December 2022 ("FY2022") and 31 Decembel' 2023 ("FY2023") and the six 1110nths

ended 30 June 2023 ("IH FY2023") and 30 June 2024 ("IH FY2024"). as exii'actetl fi'o111 the Regal

2023 Annual Repoi'I and the Regal 20241nteriiii Repoi'I respectively

Reven ue

Loss for the lieriod/yeai'

IH FY2024 IH FY2023 FY2023 FY2022

HKS '11/1/1^^11 HKS '11/1/1^^11 HKS '11/1/1^^11 HKS 'Iiii'11ioii

in lid!^Cd) in lidi!dd)truthichi, d) illiimidiied)

863.4

(1,665.0)

776.4

(8232)

-4

1,792.2

(1,931.6)

I. 831 .I

(41 I. 3 )



Total assets

- CUSIi find bullk 1701micc$ tilld ofeposii$
Total liabilities

Net assets

Gearing ratio (Note)

N, it 'The gearing ratio of Ihe Reg"I GIDup \\,:is coinpuied hiltd mills 101:11 burr:Iwing*. 11.1 o1' cash and bunk bitl"rice\

jind deposiis. its Loinp"led 10 Ihc loinl ushers of 111c R'S, 11 Group

30 June

2024

HK. S '11/11/10!I

illnn!Idi/, of)

SUN, ,,. R"*, 11 2023 Amiii"I R"I, ,1'1,111d R, gal20241111tii'!11 litp"!I

Fy2023 collip(!let/ 10 fy2022

The Regal Group 's re\enue decreased 1110destly by approximately 2.1 % froiTi approxiin ately

HK$1,831. I millionin FY2022io approximately HKS1.792.2 nilllionin FY2023. Despite the I'evenue

genei'ated fi'onI 1101el operations and Inariagement services in FY2023 achieved a modest year-on-}, ear

growth of appi'oximately 2.0%. the deci'ease in Regal Group's re\. Gnue in FY2023 \\, as Inainly due 10

the absence of the proceeds fioni sales of piopeities recorded in FY2023

As at

31 December

2023

HK$ '11/1/1^^11

trilldriCt/)

26,149.4

1140. O

16,792.0

9357.4

The Regal Group incuri'ed a liet loss of appi'oximately HK$1.931.6 1111/1ion in FY2023. as

compared 10 a net loss of approximately HK$411.3111illion in FY2022. Despite naving I'ecorded in

FY2023 a fair value Daiii Lipoii reclassificatioii of plopeiiies held for sale to in Yesiment I, roperiies of

appi'oximately HKS241.6111illion and a reversal of impaii'merit loss o11 iteiiis of properly. plant and

equipiiient alld right-of-use asseis of approximately HKS15.3In11/10/1. the Regal Group's financial

I'esulis for FY2023 had been adversely affected by the net fail' \, alue losses on financial assets at fail

value through profit or loss of appi'oximately HK$914.2 ITiillion, the net fair \, alue losses on

in vestiiieni properties of approximately HK $ 16.7 million. the impairment loss of plopei'lies under

development of approximately HK$425 11/11/1011 and depi'eciatioii chai'ges of HKS618.6 1/1/1110n.

thongli es seijiial! y all lion-casli lienis

31 December

2022

HKS '11/1/1^^1,

tolldi/fd)

28,518.7

1684.9

17,408.2

11,110.5

55.4%

30,247.8

1,744.5

16,856.4

13,391.4

50.8 %

As at 31 Dec embei' 2023. liei assets of the Regal Gi'oup de creased to approximately HK$ I I . I I0.5

niillion. as compared willI approxiiiiaiely H K$ 13,391.411/11/1011 its at 31 December 2022. I'epreseiiiiiig

a deci'ease of approximately 170% Inainly due to the net loss incui'red fol' FY2023

45.7%
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IH Fy2024 '01/1pnivd 10 IH FY2023

Reveliue of the Regal CTouji toI' IH FY2024 amounted 10 approximately HK$863.4 nTillion

whicli repi'esented all incl'ease of approximately 11.2% as compared to appi'oximately HK$776.4

million for' the coi'responding period ill 2023. Such illcrease was Inainly due to the impi'oviiio

contribuiion froiii 111e notel opei'allon and inariagemeni and hotel ownership segment. despite that the

operating environment of the hospitality industry in Hong Kong during the period 11nder review had

been competitive and challenging

The Regal GIDup's netloss substantially increaseclfroni apj)10ximately HK$823.2 million foi' IH

FY2023 to approximately HKS1.665.0 11/11/1011 for IH FY2024. This was Inainly attributable 10 the

substantial outlay in finalice costs on account of the relatively high level of interest rates still

susiaiiling dui'ing the period 11nder review (IH FY2024: approximately HK$511.8111illion vs IH

FY2023: approximately HK$413. I 111illion). the lieifaii' value loss on the financial assets at fail' value

through pi'of it or loss (IH FY2024: approximately HK$932.6111illion vs IH FY2023: approximately

HKS259. I 11,111ion) and the share of losses of a joint venture (lH FY2024: loss of approxiiiiately

HK$119.4111illioii vs IH FY2023: loss of approximately HK$83 million)

As at 30 June 2024, net assets of the Regal Gi'oup decreased 10 appi'oximately HK$9,357.4

1111/1ion. as compared with appi'oxiiTiaiely HK$11,110.51111/1ion as at 31 December 2023. representing

a decrease of approximately 15.8% due to the net loss incurred for IH FY2024

I. 3 Owllook of file Regal Groiip

TITe Regal Group will continue 10 pi'Incipally engage in notel operation and management and

hotel o\\. nership. properly development alld In vestment. airci'afi ownership and leasing and o1hei
Investments

11 is noted that the Hong Kong Government 11ad launched \, allous 111eoa events to attract

incoming \, ISItors and \\, 111 continue to host Inajor events to boost the local economy. in addition.

initiatives such as expandino the Individual Visii Scheme. increasino tax-flee shopp!rig limits for

Main I and China tourists and re su ming ntuliiple-entry endorsements for S henzheii re sidenis are

expected 10 enhance Hong Kong's attractiveness as a IOUi'1st destination and boost the local notel

industry. allhougli the visibility of a significant Impi'ovemeni remains 11ncertaiii given the ongoing

economic and geopolitical challenges

According 10 the Mallagement. the Regal 01'0up is 111Tpleiiienting PI'ogi'essive Iy the planned

disposals of part of its non-core asseis. willI a vie\\, 10 I'einfoi'cing its liquidity resources and overall

financial strength. The Regal CTouj> still owns a SII'orig asset poi'ifolio with pi'illcipal focus in notels

and propel'lies. The Regal Directors are confident that as the overall business environment continues

10 revive. the financial pertoriiiance of the Reual CIOuji will oradually improve
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2. Background information of the Cosmopolitail Group

21 Pri, ,cipul bwsii, ess of ihe Cosmopotiim, Gro!ip

The Cosmopolitan Group Is principalIy engaged in ploperiy development alld in vestment. \\, hich

are Inainly focused ill the Mainland China. and other investments includiiio financial assets

Investments. and is piesenily underIakino the ChengdLi PIOject and the TianJiii Project. Fullher details

of Ihe Projects are sei out in 111e Cosmopolitaii 20241niei'1111 Report

2.2 Filln, ,ciul infor"Inno, , of ille Cos, ,, opoliini, Gionp

Set out below is a table summarisino the financial infoi'malloii of the Cosmopolitan Group foi

FY2022 and FY2023. and IH FY2023 and IH FY2024. as exti'acted front the Cosmopoliiaii 2023

Annual Report and the Cosiiiopoliiaii 20241ntei'jin Report respectively

Revenue

Profit/(Loss ) foi' the period/yeai'

FY2022IH FY2024 IH FY2023 FY2023

HK$ '11/1/1^^!! HK$ '11/11/10i! HK$ '11/1/1^^11 HK$ '11/1/1^^11

frilldr!ed)tollditfd)1/11/'11idiidd) fillim!of litd)

Total assets

- Cd$11 tilld binik ImjiniCcs till of d, POSiis
Total liabilities

Net assets

314.3

(1690)

Gearing Tallo (Note)

N, lit I'hc ge"ring 1:11io nilhe Co*monolii"11 010up \\,"\ Lumpuied b"\cd o:1 lis 101"I borrowings including con\'er!Ible

bonds/rin!CS. liei or chii rind b;ink 11nl"lice\ jind deposits. us '01/1p;11cd 10 jilt 101.11.1stI\ 1.1 the Co\innpolit"n

Gi'null

_,. 5

(98.3 )

30 .Iune

2024

,,, ',, 11/""'

filliui!dried)

511 11 1'1 t. C, F1!lullU1!1,111 I023 AllJi!1111 R, '/,,,, I illi, / C, I Win!i"111,111 2024 1111,1'111i R, /, ", I

FY2023 colli/Idle(/ 10 Fy2022

The Cosmopolitan GIDup ' s re\. enue deci'eased froiii approximately HKS I. 015.7 111illion 111

FY2022 to appi'oximately HK$773 1/1/1110n ill FY2023. Sucli deci'ease \\, as 11Taiiily attributed 10 the

deci'ease in I'evenue fro111 the PI'openy development and Investment segment as a result of The deci'ease

in dellvei'y of coinpleied property units as compared 10 the previous yeai

77.3

(3723)

As at

31 December

2023

HK$ '11/11/10ii

tolldiied)

3,569.2

62.1

2,589. I

980. I

I. 015.7

4. O

31 December

2022

HKS '11/1/1^^!I

( nilchied)

3987.6

63.6

2801.2

1186.4

36.9%

4,000.5

81.6

2589.8

14/07

32.7 % 27.8 %
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The Cosiiiopoliiaii Group ^ecoi'ded a net loss of approxiinately HKS372.3 million for FY2023.

whilsi there \\, as a net 1.10fit of upPIOximately HKS4.0In illioii for FY2022. Apart fi'onI tile lack of

conti'Ibution froiii the sale of I, 1'0peities in FY2023. the Cosmopolitan Group's financial I'esulis had

been advei'seiy 1111pacied by the increase ill the net rail' \, alue losses o11 financial assets at fail' \, alue

Ihrougli profit or loss of approximately HKS19. I nilllion. the impaii'111ent loss on properties under

development of approxiiiiaiely HK$633 1111/1ioii and the impaii'merit loss of properties lield toI' sale

of approxim alely HK$ I 08.9 111illion. thou, 11 essentially all lion-cash items

As at 31 December 2023. net assets of the Cosmopolitan Group decreased to approximately

HKS1.186.4 million fi'Qin appi'oximately HKS1.410.7 Inillioii as at 31 December 2022. due I'llmarily
to the net loss incurred for FY2023

IH Fy2024 '01/1pn!-cd 10 IH Fy2023

The Cosmopolitan Gi'oup 's I'evenue increased by approximately 12.4 tinies front approxim alely

HKS23.51111/1ioiiiii IH FY2023 to approximately HKS314.3Inillioiiin IH FY2024. This was Inain!y

due to the significant increase in the sale of completed properly 11nits. \vhic!I accounted for

approximately 97.9% and 99.7% of the total revenue of the Cosmopolitan Group 111 IH FY2023 and

IH FY2024I'especiively

For I H FY2024. the Cosmopolitan Group incurred a net loss of approximately HK$169.0

1/1/1110n. as coll\pared to a net loss of approximately HK$983 nilllion in IH FY2023. The increased

loss incurred was mainly alitibuiable to the taxation charues levied o11 the Cosmopolitan Groups

properly projects in Mainland China on account of the I'evisions in the basis of allocation of PIOJeci

developmeiii costs that \\, ere adopted ill prior yeai's. 011 the other nand. tile profit conti'Ibutioii fi'Qin

the sale of property units in the PIOjects was relatively modest

As at 30 June 2024. net assets of the Cosmopolitan Group decreasec1 10 approximately HK$980. I

nilllion from approximately HKSI. 186.4 111illioii as at 31 Deceinbei' 2023. due primarily to Ihe net loss
incurred for IH FY2024

2.3 Ontlook of the Cow^, opolila, ! G, 'o11p

I e I' In

The 11ncertainties SUI'rounding the global economy are expected to persist. at least In the lieai

With an allii to supporting a stable development of the property niarket in Mainland China. the

centi'al Dovernment authoi'111es announced in January 2024 a plan for the establishment of a financino

coordination 111echanisiii for the real estate secior. Under the plan. financing support \\, 111 be Inade

available by coiniiiei'cial banks 10 the real estate developers for those of their property development

projects that ale eligible for financing assistance. Tliis can ensui'e 111e smooth dellvei'y of presold

coininodity pi'openies and. in turn. jestoi'e niarket con ridence
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in Febi'uary 2024. the People's Bank of China announced tile lowei'ing of the Loan Prime Rate

("LPR") for tenors of 5 years o1' nioi'e by Inargiiis that exceeded niarket expectations. The lowei'ing

of the LPR reduced the interest burden for long-telliiloans. pailicularly residential 1110rigaoes, which

was alliied at stimulating denialIds and slabilisinu Inarket expectations. Meanwhile. 11 can also be

expected Inai in ore policy liteasures will be introduced by the central Doveriimeni auilioi'111es to

pi'Qinote the long-terni gi'owlh of the Teal estate sector in China

Having considei'ed co the prevailing 131'0perty Inarket condition in Mainland China whicli Inay

pose challenges o11 Ihe Cosmopolitan Gi'oup's property development busiiiess: (ii) the centi'al

govei'riment 's recent stimulating policies towards the 111'0periy Inarket ( as desci'Ibed 11n der the section

headed "3. Reasons for and benefits of the Ti'allsaciion" below) may still take lime 10 I'eveal its

impact: and (11i) the Cosmopolitan Gioup's recent financial perfoimance under the headwinds from

the Inacro environment and its current financial position. the diiecioi's of Cosmopolitan remain

optimistic that when Ihe 1110periy 11Tai'ket in Mainland China gradually revives. Ihe Cosmopolitan

Group \\, ill be able to secure substantial revenues trolli its two development projects 111 Chengdti and

Tianjin

3. Reasons for and benefits of the Transaction

in Auoust 2016. Lono PIOfits. Cosmopolitan and Bizwise entered into the Original Facilities

Agi'eement whereby Long Pi'of its made available to Bizwise the oriuinal loan facilities of HK$1,850

million for settlement by The Cosmopolitan GIDup of the then outstanding considei'ation payable to the

Regal Group in connectioii willills acquisition of the Chen, ,du Project and the Tiaiilin Project in 2013

Illseptembei' 2021. Lonu Profits. Cosmopolitan and Bizwise enieiedintoihe FirsiSuppleinental

Agreement. PUTSuant to \vhicli cellain terms of the Orioinal Facilities AOLeeiTieiii \\, ere anlended

among others' the loan facilities were reduced to an aggregate amount or HK$857 111illion and the

maturity dale was extended 10 12 October 2024

As the real estate Inarkei ill Mainland China 11as yet 10 ftilly I'evive after the nandemic. the

piesale and sale of The remaining coltiinercial components of the Projects of the Cosmopolitan Group

have been slower than expected but the niana, ,ement of Cosmopolitan continues to maintaiii a positive

outlook. Since the fourili quailer of 2023. the central Dovei'ninent authorities in Mainland China nave

coniiiiually implemented a sei'Ies of supportive policies and 111easures \\, jin a \, Iew' to slabilising the

overall local 11roperiy Inarket. Tile Manageiiient agrees willI the expectation of the manageiTieni of

Cosmopolitan that when the plopert}, Inarket ill \lainland Chin a gradually recovers. substantial sales

proceeds call be expected 10 be Deneraied trolli tile I'eruaining coinmei'cial component I>alls coinpi'ised

in the Projects

Accordiiig 10 the Mariaoemeni. the 2024 I'aciliiies Agreement will allow the Cosmopolitan

Gi'oup to align the timing for the repayinent of the Loan Facilities willI its pi'ojected completion

schedule and sale pronress of the PIOjecis. The revolving loan facility 11nder the Loan Facilities 111 the

amount of HKS500 million is Inade available to Bizwise o11 a I'evolvino basis willI a view to providiiig

flexibility to tile Cosmopolitan Group in the nTanauement of its surplus casli funds in the interim

pel'iod. before the Loan Facilities ale fully repaid. The revised interest rate under the Loan Facilities

has taken into coltsideratioii the I'eceni cost of funding 10 the Renal GIDup. \\, hicliIs primarily based

o11 a floating Interest I'ale 111echanism
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V, 'e nave discussed willI the Mallaoeineni aboui the latest ecoiiomic conditions in Clienodti and

Tiaiijin. According 10 the statistics published by the Municipal Bureau of Statistics of Cheii, du' and
Tianjin~ I'especiively. the gross domestic product of Chengdu and Tiaiijiii have gradually increased
froiii RMB2.081.75 billion and RMB1.631.13 billion ill 2022.10 RMB2,207.74 billion and

RMB1.673.73 billion in 2023

in addition. \\, e noted that in September 2024. the Peoples Bank of China and the National

Financial Reoulaiory Adminisii'ajioii rolled out an allay of 1101icies to stabilise the real estate Inai'ket

The central bank will increase ftindinu for financial institutions if they issue loans to suppoi'I local

state-owned enterprises 10 acquil'e completed yet 11nsold commercial housing at reasonable I, rices 101

use as affordable housino. Tliis airay, of stimulus 111easures underpinned efforts of the central

government to I'everse the downturn of and slabilise the real estate Inai'ket. Subsequently 111 October

2024. the auihoi'ity flirther announced new 111easures to cement signs of stabilisation ill the propel'Iy

sector, in pailiculai'. eligible I'eal estate projects will be Included in the "while list" 111echanism' and

that their reasonable financing needs will be niei Ihrouuli loans. We believe such stilliulus measures

will have a positive 1111paci to the long terni healthy development of the properly niai'ket 111 the PRC

and. in turn. the Chenodu Project and the Tianjin Project of the Cosmopolitan Group will also be
benefitied

In view of the above alld the development and sales plan of the Projects whicli will align \\, ith

the lime for tile repayment of the Loan Facilities upon the extended Inaturity date (as desci'ibed ill iteiii

(iv) 11ndei' pal'agraph "4.2 Repayment Ieriii" below). \\, e concur with the \ianagement that the

Ti'allsaciion will allow the Cosmopolitan 010up reasonable illne to dispose of its ploperiy assets ill

all orderly Inaiiiier. Given that the Regal Gi'ouj, ITolds co appi'oximaiely 9.0% of the issued ordinary

shares of Cosmopolitan and convertible notes of Cosmopolitan in the principal amount of

appi'oximately HKS21.31111/1ion: and (11) 50% interests ill P&R whicli in turn 1101ds approxilITatel>,

57.0Qt of the issued ordinary shai'es of Cosmopolitan. approximately 229.5 nilllion convertible

preference shares of Cosmopolitan and convertible notes of Cosmopolitan in the principal amount of

appi'oximaie!y HKS104.2111illion. the Regal Gi'oup will benefit froiii the gain ill shareholdei's' value

froiii the successful sale of the remaining coiniiiercial component pails comprised in the Projects

uiider the Cosmopolitan Group

The Mallageiiient believes that even if the Cosmopolitan Group 11ad considei'ed external

Tennancing. being bank bo!'rowing. for tile repayment in full of the amouni payable to the Regal

Group. sucli appi'oach would be impracticable in 11glit of Ihe pieseni condition of the properly niarket

ill Mainland Chilla. the limitations undei' the I'elevani banks' loan policies as well as the possible

lending Ieriiis and conditions. Separately, the Management 11as considered the teasibi!ity 10 delliand

for repayiiient or enforcement of the Loan Facilities as described below. Hence, the Manageiiient

believes the entering into the 2024 Facilities ADreement is a pragmatic and reasonable approacli uiider

the curreiit circuiilstances. Coniinuinu the Loan Facilities may also hell, the Cosmopolitan Gi'oup to

secure oilier financing sources 10 support its development in 111e Projects level

.

Multicip"I Burc"11 o1 SI"lisiics o1 Clicngdti -

1111p*'//curl"I\ cheii. titi gov cn/cdSijl/c 154795/2024-03/301.0nieni_68.472 S 2894d4c47"77e 591'559280 Srib. \1111/11

M uiiicip, I B ui'e"11 of Slitiisiic \ of 'riniilill - hiip\ '//slitis. u. gn v cn/lisj_520,211jgb/20,403/120,4031 S_6563697. him I
" \\hiie 11st " niec h rinisin 1:1u n c he d in I tinuit I v 2024. inc "I ;1.1h o1'i!it \ arc rec o11,111e ndin g Ih tit fin"11ci "I in SIi! uiiniis provide

jin"nci"I xi^ppoi1 10 eligible re"I e*1:11c 1,101ecj* Pic;lit refer 101he link 101' Iciclence -

h!ink. //\\ w\\, gov . n/zhen, ce/zhe n. reku/20.40 11cn nieni 69.5683 hilli

t
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The Renal CIOup's casli alld bank balaiices and deposits position had deci'eased froiii

ajipi'oximaiely HK$1,744.5ITiillioii as at 31 Decembei' 2022 to approximately HKS1.140.0 million as

at 30 June 2024 due Inainly to the finance costs incui'led as the HIBOR (o11 whicli the borrowing costs

of the Regal Group's bank loans were based) raised during the yearn, eriod (FY2022 : approximately

HK$463.5 111illion. FY2023 : approximately HK$969.0 11,111ioii and IH FY2024: an PIOximately

HK$5 I 1.8 niillion). As at the Latest Practicable Dale. the outsiandino principal amount of the terni

loan and the revolving 10nii under the Loan Facilities wits HK$357 million and HK$500 1/1/1110n

I'especiively. Tilere will be 110 further drawdowii o11 the terni loan faciliiy undei' the Transaciion. Any

funlier drawdowii o111he ICvolvinu loan facility call only be Inade if and only if theI'e were repayments

fi'onI time to lime. 111 short. Inai nieaiis tilei'e In usI be a I'epaymeni before a drawdown call be Inade

undei' the I'evolving loan facility for a stillie or smallei' allTouni. which in effect is casli lieuiral

TheI'efore. the continual provision of the Loan Facilities is not expected 10 nave any Inatei'Ia1 11npact

o11 the cashflow position of the Renal Group. In addition, the Regal Directors have confiriiied in the

paraorapli headed "4. WORKING CAPITAL" ill APPENDIX I 10 the Circular that aftei' Iakinu into

consideration the effect of the Transaction and the financial resources available 10 the Renal Group,

Including internally generated financial resources and present banking facilities. the Regal Group will

have sufficient working capital for lis requirements for at least the next twelve 1110nihs froni the date
of the Circular ill the absence of tintoreseeable circumstances

The ploperty Inarkei condition in the Mainland China nits the entire industry and 1101 just the

Cosiiiopoliian Gi'oup. Tile situatioii ill late 2021 (when the Regal Grouj, entei'ed into the First

Supplemental AUI'eeliient with the Cosmopolitan Gi'oup) 11ad not eased off as expected lintil recently

when all array o1 stimulus 11Teasures wei'e poised by the authority 10 cement signs of stabilisatioii in

111e propel'Iy sector. We have obtained and I'evie\\, ed Ihe development and sales plan of the Projects

111rougli the Management. We noted that Inaloriiy of the sales of the Pi'onects \\. 111 be generated

beginnino froiii the second half of 2025 Ihrougli to 2027

We have also discussed with the Manageiiient and notecl that they have considered the feasibility

of demanding repayment or enforcing the Security o11 111e Inaturity date of the Loan Facilities

Accordino to The Alariaoement. if the Reoal Grouj> were 10 demand repayment o1' enforce the Security

of the Loan Facilities on the Inaiui'11y dale. they 11ave considered the following Inaiiers

(a) according 10 the financial position of the Cosinopolitan Group as at 30 June 2024 (the latest

available published information). the Cosmopolitan Group does 1101 have sufficient casli

and bank balances 10 repay the Loan Facilities ill full Lipon Inatui'ity, but the \, alue of the

Secui'11y reasonably exceeds the Loan Facilities as desci'Ibed in Ihe sectiolI headed "4.3

Security" below;

(b) if the Cosiiiop0111n!I Group cannot repay the Loan Facilities on the Inaturity date. the Regal

Group niay nave to exercise the Tight 10 enforce 111e Security 10 takeovei' the Projects and

to pursue coi'poi'ate guarantee against Cosmopolitan ;

11



(c) Bizwise is a financing company and lifts 110 substantial assets. As at 30 June 2024, the

Cosmopolitan Group has total assets of approximately HKS3.569 111illioii tiliainly comprise

of approximately HKS1.320 ITiillion properties 11ndei' development. approximately

HK$1,841 inillioii properties held toI' sale and appi'oximately HK$62 111illioii total casli and

bank balances) alld total liabilities of appi'oximately HKS2.589 111illion (including the

pi'inclpal amount ouistanding 11nder tile Loan Facilities ). The Cosmopolitan Group itself

does not nave sufficient liquid tnnds to I'epay the Loan Facilities on the Inatui'ity date:

(d) howevei'. since certain properties of 111e Projects are still ill construction-in-progress stage

and part of consti'uction costs I'emain outstanding. eveii at'Ier taking over of the Projects by

the Regal Group. the Regal Group \\, ill 1101 only need to dispose of the Projects to repay the

Loan Facilities. b ui also incur I'esources to 11, ariage these construction-in-progress

I)roperiies and outstandin g construction costs ; and giveii the existl rig sluggisli properly

market condition in the PRC. theI'e is no cellainty that the Regal Group call effectuaie the

disposals within a shojier lime and at a better price than the Cosmopolitan Group as

planned;

(e) the Regal Group Inay nave to Incui'. in the 111eantime. extl'a cost to hire professional team

to lake over and nianaue the sale of the Projects: and

(f)

whilst the continual provision of the Loan Facilities will allo\\-rthe Cosmopolitan GIDup time to

complete all orderly sale of the Pi'ojects and I'epay tile Regal Group 11ndeT an extended schedule and

the Regal Group will continue to earli Intel'esi Income durino the terni of tile Loan Facilities

if Regal \\, as to lake enforceinent proceedings against Cosmopolitan. the Cosmopolitan

Group still does 1101 have sufficient liquid assets to repay the Loaii Facilities iruiiiediate!y.

Haviiiu considered the above and that The Loan Facilities will continue 10 be secui'ed over. among

others, the entire issued shai'es of Excel Crown. Joyous Unity and Gi'and Praise (being the

interInediaie 1101ding companies of the Chengdti Project and the Tiaiijiii Pi'ojeci). interest will be

earned o11 the Loan Facilities and the Regal Gl'ouj) can ennage and communicate with the

Cosmopoliiaii Group as and when needed. \\, e are of the \, Iew that the Transactioii is ill the interests

of Renal and its shareholders as a whole. allhouuli it is 1101 ill the ordinal'y and usual coui'se of business

of the Regal Group

12



4. Salient features of the Second Supplemental Aoreement

The salient tealui'es of the Second Supplemenial AUI'eemeiit are set out in the section lieaded
"SECOND SUPPLEMENTAL AGREEMENT" of the "Letter fi'Din the Renal Board" of the Circular

Wheii considering the fairness and I'easonableiiess of the Transaction. we have taken into account the

following factors

4.1 I, ,icyest r"re

The interest I'ale of 5.0% pel' allnuiii under the 2021 Facilities Agreemeiit was delei'mined afiei'

aim's length negotiaiioii between the pailies and with reference 10 the then cost of funding to the

Regal Group. Such Interest Tale is the same rate as 11ndei' the 01'1ginal Facilities Agreeiiient

The interest rate on the Loan Facilities is to be amended to I-1110ntli HIBOR plus I. 95% liei

annum. We 11ave considered the cost of fLindino of the Regal Group an <1 accoi'dinoly we nave reviewed

the Regal 2023 Annual Report and Regal 20241ntei'jin Report. h is noted that for FY2023 and IH

FY2024. the Regal Group's cost of funding was also approxiiiiaiely equivalent to I-1110ntli HIBOR

plus 1.95%

111 considering the fairness and reasonableness of the interest rate mechanisiit (i. e. a fixed I'ate

versus a floatiiig rate), we have conducted independent research. based o11 (1) the financial assistance

transactions 10/1roiiT connected person involving companies listed o11 the \lain Boai'd of the Stock

EXchange (i. e. "connected transaction or continuing connected transactions" ) sillce May 2024 and

un 10 the date of the 2024 Facilities Agreenieiit (the "Revie\\' Period"): (ii) 111e announcements

published by the I'elevaiit coinpanies during the Review Pel'iod as a shorter pel'iod and closei' to the

date of Ihe 2024 Facilities Agreeiiient better reHects the latest Inarkei practice o11 the ternis and

conditions of the financial assistance; and (111) the loans denoiiiinaiecl in Hong Kong/Us dollars

Based on such ci'iteria. we 11ave set out below all exhaustive list (the "Loan Coniparables")

I?



While the listed companies of the Loan Coinparables Inay be enganed in different businesses and

have different financial perforiiiances 111an the Cosmopoliiaii Group, we are of the \, ie\v that tile

Review Period is recent enougli with sufficient number of samples and the Loan Coinpai'ables ale fair

and repi'eseniaiive foi' reflecting the niaTket PI'actice I'egarding financial assistance in volving

companies listed o11 the Stock EXchange and their connected lieTsons (ill pal'ticular. ill relation 10 a

fixed interest late 111echanisni \, ersus a floating interest rate Inechaiiism) in Ihe recent period
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Thc securi!y is 111e 111ed, c I'lle v, Iue o11hc pi. dgc is rcfci'ling in 111c Titluc nilhc pledged propeliie\ 1111he ;iruouniiil

rippi'oxim;11.1y 1<NIB 27.426.000 Tlic 111cdged proper lie\ it I'e xiiu"led ill Iil ;?;in 111. ling ^*ith Xit t, 14 willI " gross ;ITe:I o1
5.524 SL^nilre inclres jin d proPCriy con siruciion ;Ire;I of 28464 Nunic nieii e \. irud Iii) ;t in tv. 1< A lit1:411n funk I, 11; \\. 1111
it gloss ;lien o1 2230 \qu"IC rite!r's anti propel'Iy con\truciioii jilt;I of 144.96 squ, IC ITieiie\

The priiicip;11 hikiiics\es of Uniied SII'engili Pn\\ci' Holdiiig\ Liin:led 11nd lis subsidi"rics are 111c salc of relinet1 o11
products 10 VChicu1;11 end-usei\ by linei'"ling pelroleuii, I'ci'uclling siniinn*. up elation o1' CNG. LNG ;ind LFG retilellin.

siniions :ind nii\ed lei'uellin*! station* \\, hicli sell CNG in^d LNG ;ind pi'ovisin!I of pelioleuin anti ,,;I\ 11:11^\POT1;1110n

ser\iccs in Iilin. Li;!oning jind Hellon, 11n n " Pro\ in ces. Uniied S11c n, 111 Po\\ er Holdin us Limi!ed ;111d ii\ \u b\idi"1'1e\ 1,150

en, "ged 111 Ihe truer"11.11 jind milling tmcni o1 11ciroleuiii jind gas litinspoii"!inn itrvice\ 111 1111/1 Provincc o1' Ihe PRC
Ihiougl, its uper"ling hubhidi"ries in jilt PRC

, Since Poin!\c" Crimp"ny Limiied Ih it connccied PCrhull of Cli"11g\. o11Alli"ncc CIOuj, Limitcd 11ndei' Rule 14A. 16 oilhe

Listing Rulcs. Ihe girlniof Ihe 2019 alld 2021 I'CTolvinn 10nii tiltiliiie\ consii!uic\ " continuing connecied 11';jus;ICiion o1

Ch"lisyuu Alli"lice Gionp Limiied 11ndei Ch"pici 14A ill 111c Li\ling Rules

Changyou Alli"rice Cmuji Limiied 1111d 11\ subsidi;!rich arc printip"11y enn"ged in Ihe de\'clopnieni rind riper"lions o1 Ihe
digii"I point buviness jind eleciroiiic Ir"din g pinil'orni. "Cli"rigyou". \\, hicli illm* 10 in jeer"Ie 111c digii"I litembcrchip

points. re sou :'ce* ;ind 511'"legic ;Id v" ni" g es o1 business pitrin ci * in jilt C h "lisy nii digii"I poini business ecosystem
nili"rice

No securiiy 15 pro\, Ided by Ihe hollower

3 Chinney In\'e*lineni\. Limiied is it connecied pel'soil o1' Chinney Kill wills Holdings Liiitiied pursu"ni 10 Chiipicr 14A

o11he Lisiing Rules I\ccordingly. 111e eniciingin!0 o11helo"n .inrcemcnicon*111uies a collne. ledir;insticiio:I of Chinney
Kill wing Holdings Limitcd nudei. Ch"pier 14A lit Ihc Lisiing 1<ulc\

Chiniiey Kill win" Holdings I. iruiied 1111d lis sub\idi;11ie> ale Drillc;pull}, cng"ned in it wide r;inge of foulid;1110n \\'orks
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The 10niiis securcd by 70Q of Ihe issued 51^"I'e c"nil"I of litn"11 Y;111ch;ing Fell. Ituin Srile\ CD . LiiiiiicLlindirccily held
by Y;ingc h Mig Pelrolcuin Initiii"lion"I Limited 1111dcr Ihc sit it I'e c h:Irgc deed pursu uni 10 \\, hicli Yang!c hit rig Pelrolcuiii

Intel'natton"I Limi!cd jigi'eed 10 provIde it gu"inuree ill it\our tit' Yangch, rig Petroleuiii Group (Hong Kungl C:I . Limitcd
Ihat Y"n"chim. . PeITnleuiii Intel'Imjinii"I Limiied all"11 1.1 DCure o11 111e be SI cl'toll b"SIS 111e cull yin" \'"Iu, 11iun lit Hell"n

Y;Inch;inn Pelinlcuii\ Sitle* Co. . Limiied \\. 111 be 1101 less Ih"n LisS31.430,000 704; 1.1 UsS31.430,000 equals 10

Us SI2.001,000. \\hitli c\cetus Ihe pillicip"I 11muuni o11hc 10nii of Us $22 111illion

5 A\ Vigoui Fine Coinp"ny Liiiiiiedi\ 111e cunti'oiling shillcho!del of kiln XIIi HUIdin, \ Limiied. Ihe shaleholder's 1:1c:lily

cDHSiiiuieh " co nilnuing connecied IT;rusticiioii o1' Allii XIIi Holdiiig\ Liiniied 1111dei' Ihe Listing Rules

Min XIIi Holdin"\ Limited i\ ;!11 in\eviliieiii 1101ding cump"ny initinly uus"gc, 1111he Irisur"rice huhine\\ AIDn" \\. 1111 115
\ubkidi":ich. 51^cli group ripei"Ie* 11< bu\111e\\ Ihi'it us 11 five Kegmcni\. The lust^I'llcc begineniis In\'Dived in Ihe genei"I
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irisui;ince busincs\ 111 Hong Kong .inU M"c"u. 'The SII;11.8ic inve\1111cni seemcniih in\. IVCd 1:1 Ihe 1101ding o1Hu;ineng
\~Shitre:. 'I'he Fill;incl"I Sci'viccs \crimeni15 involvcd in Ihe 1110vi\10n or in1.10 ci'edii busine*s in MMIil"rid Chin;I jind

Ihc eng;isement o1 bunking business 111r, ugli lis us\o. 1"!e\ in \-in in!;111d ChinJ. Hong Krill:! :ind Mire"u. The Properly

De\'clopinc"land in VC strutn! segincniis in\o1\'edin re"I ehi"IC dc\. clopiiicni busine\\ alld jilt lensing of niticc spitccin

kinin1;111d Chin;I. Thc 01hers resineni eng"nes In jilt ripci"!I'm 1101 diiecil}' Ideniihed undcr o1hci' reporiiiblc kegmeni\

and Corp. litie " cii vi !IC \

Nn secui'11y is Drn\, xicd by Ihe horiowei

Although there are only 5 Loan Coinparables. Ihey ale connected 11'an saciions having a common

featui'e of lending to or borl'owing front connected liei'sons. and 3 out 5 transactions are subject to

Independent shareholdei's' appi'oval I'equiremeni under the Listing Rules. As 10 the principal amount

of 10aii facilities. we are of the \, Iew 111at the size of the loan is not a key delei'minaie factoi' relative

10 the terms of the loan so long as there is sufficient undei'!ying security. This is demonsti'ated by the

fact that among the Loan Coinpai'ables. we noted that (1) 2 out of 5 transactions 11ave security

coinparable 10 111e pi'inclpal alitouni of the loan provided by the boTi'ower to the lendei'; (11) the size

of these secured loans are coinpai. able to the other unsecured loans: and (ill) the interest rates of these

secured loans \\, ere lower than the unsecured loans. Allhougli the principal amount of eacli of the Loan

Coinparables ale smallei' in size than HK$857 111illion. the pulposes of the Loan Coinparables are to

compare the Intel'est lates and the duraiion of the loan facilities with the recent niai'ket piaciice

I'egai'ding fin ancial assistance involving companies listed o11 the Stock EXchange alld theii' connected

persons. 111 \, Iew of the above. we consider the Loan Coinparables are sufficient and PIOvide a fall' and

repi'esentative base for' LIS 10 analyse the fairness and reasonableness of the tel'ms of the Loan
Facilities

Froiii our afoi'eruentioned research. \\, e noted that 2 out of 5 Loan CoinpaTables have a floating
interest Tale 111echanisiii durino the Revie\\, Pel'iod. 111 \, Ie\\, of the local banks' interest I'ate trend and

the Us Fedei'al Resei've has started to cut Tale of 50 basis points ill Septembei' 2024 and allnounced

a second interest rate cut of 25 basis 1101nts ill Novellibei' 2024". the floating interest Tale inechanisiii
will more accurately reflect the cost of funding undei' the CUI'rent nioney Inarket condition. For

illustration. based on the I-montli HIBOR of 4,37155% pel minuiii (willI reference 10 the I-month

HIBOR quoted by the Hong Kong Association of Banks on 12 October 2024. the commencement date
of calculallnu interest as set out in of the 2024 Facilities ADreement). the interest Tale would be

6,32155% per annulli11ndei' the 2024 Facilities AUI'eement. whicliis within the abovementioned range

of the Loan Coinparables

Taking Into account the above. we tire of Ihe vie\\, that the revised interest rate is coinparable to

the funding costs of 111e Regal Group (i. e. approximately 6.2% on an anITUalised basis \\, illi I'efei'ence

to The information for the third quarter of 2024) and fair and reasonable and the floating interest rate

mechanis111 under the Second Supplemental Agreement is fair and reasonable

1'11e Us ECUcr;!I Re\ci\c in eelin. s lield in Sepicmber 2024 inId Nn\eiiiber 2024 runectI\ely
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4.2 Repay, ,, e"I fern,

All outstanding amQuilts of the Loaii Facilities shall be I'GPaid o11 12 October 2027

Taking Into account the following factoi's

(1) the latest plopei'Iy Inarket environment with I'ererence to the Inarket statistics 111eniioned
abo ve ;

(11) the central government 11as launched vai'IOUs 111easures to stabilise the properly Inarkei as
111eniioned above:

(111) the pros and cons and the feasibility 10r the Regal GIDuj> 1101 10 extend the Inaiurity date

of the Loan Facilities but to demand foi' I'epaymeni of the Loaii Facilities ill full by the

maturity dale and enforce the Secui'ity as ritentioned above. ill particular, even after taking

over of the PIOjects by the Regal Group. the Regal Group will also need to dispose of the

Projects to repay the Loan Facilities: and given the existing slugoisli Iiroperty Inai'ket

condition ill the PRC. there is 110 cellainiy that the Renal Group call effectuaie the disposals

within a shorter time and at a better 1.11ce than the Cosmopoliiaii Group as I>ianned:

(Iv) the existing development and sales plan of the Projects of the Cosmopolitan Group \\, hich

we nave obtaiiied and reviewed. in particular. we noted that the sales of the remaining

component Iial'is of the PIOjects 11ave been paced over the Ihi'ee years froiTi 2025 10 2027

willI the InajoTity of the sales of the I'Ginaining component nans of the Projects expected
to be generated in 2026.

we have reviewed Ihe latest development and sales plan of the Projects of 111e Cosiiiopoliian

Grouj, over the three years (2025 to 2027) ill ternis of the timeline of the I)Toposed sale. h

is noted that Ihe Cosmopolitan Gi'oup anticipated that the remaining office properties and

the remaining commercial 111'0periies of the Chengdu Project would be presold and sold

froiii the end of 2024 11nd the Iii'SI quailer of 2025 respectively o11 a gladual basis; and the

presale and sale of the remaining office properties and the remaining coinmercial ploperties

of the Tianjiii Project would commence trolli the third quarier of 2025 and the first 11alf of

2027, respectively. We nave ftii'theI' reviewed the actual transacted prices of the PIOjects in

2024 provided by the Marianeiiient and the actual transacted prices and Dross floor area of

22 coinparable 1.1'0jecis (ill tel'Ills of usage - office or commercial. \\, hicli are located

within the sailie districts of the Projects) ill 2024/10ni all independent properI}. consulting

firm. Taking into account (1) the estimated selling pi'ices of Ihe I'eruaining component parts

of the Projects 1110jected in the latest developilient and sales plan of the Projects of the

Cosmopolitan Group ale within Ihe Ianue of the actual liftiisacied prices of the I>roperiies

uiider the Projects in 2024 as well as the abovementioned 22 coinparable PIOjects; (ii) the

estiiiiaied gross floor area of the remaining component pal'is of the Projects to be sold In

the next three years and 111e actual transacted gross floor alea of the above me11/10ned 22

coinparable projects ill 2024. \vhicli indicated 111ai the mai'kei 11as denialId for such type of

plopei'lies and \\, ith reference 10 the anticipated gradual revival of the propel'Iy mai'ket in

the PRC after implementation of a series of supportive mensures by the celliral govei'riment

authoi'ities. the Cosmopolitan Group will be able to sell the remaining coinponeiit parts of
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the Projects over the next three yeai's; and (Iii) the timeline o1' Ihe ploposed sale of the

remaining component pails of the Projects. we are of the \, Iew that the basis and

assumptions adopted ruthe developmeiit and sales pianofihe PIOjects of the Cosmopolitan

CIOup are fail' and reasonable 101' the CUSInopolitaii Gi'oup 10 expect 10 sell the remaining

properties of the PIOjects in the Ilexi three years and to generale sales proceeds in

accordance with the clisclosed 11/11eline for the repayment of 111e Loan Facilities under the

ex tended matui'11y date ;

(v) the Loan Facilities 11ad been extended once ironi 2021 to 2024 by the approval of the

independent shareholders of Reoal: and

(vi) Ihe CosiiTopolitaii Group had paid interest for the Loan Facilities on time with no record

of default of payment.

we are of the \, Iew that the I'GPaymeni terni of the Loan Facilities 11ndei' the 2024 Facilities

Agi'eement allows I'easonable 11/11e foi' the Cosmopolitan Gi'oup 10 dispose its remaining commercial

component parts 11nder the Projects in all orderly inarinei' Is fair and I'easonable

4.3 Secwriiy

Wheii assessiiig the credit risk reuardino the Loan Facilities. we nave reviewed the published

financial information and the Inariagemeni accounts of Cosmopolitan. The Excel Crown CIOup. the

Joyous Unity Group and the Gland Praise Group do 1101 nave ally other subsiaiitial assets o1'liabilities

apart froiii their interesis in the Projects and 111e total shaleholder loans of approximately HKS877.2

in 11/10/1 dlie 10 Ample Stale alld Foilune City 11nder the Security. Based on the 11Taiiaoeiiient accounts

of the Cosmopolitan Gioup as at 30 June 2024. the total assets of the Projects amounied to

appi'oxiinaiely HK$3.288 million (mainly comprise of rippi'oximately HK$1,320 1/1/1110n ploperties

undei' development and approximately HKSI. 841 nTill ion ploperiies lield foi' sale). 111e total liabilities

of the PIOjects alliounted to appi'oximately HK$855 million (mainly comprise of approximately

HK$687 11/11/1011 CUI'rent liabilities and approximately HK$168 111illion lion-CUI'rent liabilities ) and the

total net assets of the Projects (before deducting the ato1'Gillentioiied shai'eholder loans of

approximately HK$877.2 nilllion) amounted 10 approxiiiiaiely HK$2,433 1111/1ioii as at 3() June 2024.
reflecting the Implied cari'ying value of the Security as at 30 June 2024

We noted that as sei out in the Cosmopolitan 20241nteriiii Repoi'I. the Cosmopolitan Group

pledged the equity Intel'esi in a holding company of the Chengd11 Pro^Ci over two Iranches of 3-yeai

notes willI an aggi'egate principal amount of Us $60 111illioii (equivalent 10 appi'oximately HKS468

millioii). According to the Management. as far as they are awai'e. the Cosmopolitan Group has 1101

pledged the Security for other loans except Ihe two Iranches of 3-year note. 011 a conservative basis.

after excluding the equivalent principal sum of these Iranches of secure(I 1101es trolli the total liei

assets of the Projects, the I'esultant SUITi amounted to appi'oximately HKS1.965 1111/1ion. As compared

10 the Loan Facilities of HKS857111illion. the loan-to-value ratio was approximately 43.6% as at 30

June 2024. Notwithstanding that the 11nderlying property assets of the Security niay not be as liquid

as cash. \\, e ale of the vie\\, that (1) the value of the Security reasonably exceeds the Loan Facilities.

(11) it is the 1110st valuable assets of the Cosmopolitan Group 1111der lis financial position.

(111) the extension of the Loan Facilities to 12 Octobei' 2027 will allow the Cosmopolitan Group

reasonable time to dispose of its properly assets in all orderly manner. (Iv) the 11ros and cons and the
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feasibility for the Regal Group 1101 to extend the Inaiui'ity <1ate of the Loaii Facilities but to demand

foi^'epaymeni of the Loan Facilities in full by Ihe Inaturity date and enfoi'ce the Security as 111eniioiled

above. and (v) the latest developiiieni and sales I, lall o1'1he Projects of the Cosmopolitaii Gi'ouj, aligns

willI Ihe 1111/1/1g foi' the repayment of 111e Loan Facilities upon the extended Inaturity date, suppoi'I the

Security is sufficient 10 secure the Boil'ower's repayment obligation 11nder 111e Loan Facilities. \\, hich

is fair and I'easonable. is on normal commercial terms and is in the interests of Regal and the Regal
Shareholdei's as a whole

4.4 Cove"", lis

The 2024 Facilities Agreement includes covenaiiis Teijiis. For details. please I'efer 10 the section

headed "SECOND SUPPLEMENTAL AGREEMENT" of the "Letter froiii the Regal Board" of the
CiTc ular

As the Project 010up (as defined in the "Letter ironi The Reoal Board" of the Circular) is

principal Iy engaged in the development of the Chengdu Pi'oject and Tianjiii Project. we are or the \, Iew

that such covenants can assure the Regal Group that the Project CIOup focuses o11 the development

of the two projects and is committed to I'GPay the Loan Facilities with theii' sales I)l'oceeds. In addition.

since the Loan Facilities ale secui'ed by 100% of the issued shales of Excel Crown. Joyous Unity and

Grand Praise. \\, hicl\ are part of the PIOjeci Group. the resti'ictioii o111he issue or allotment of shares

of 111e Project CIOup will ensure that the Regal Gi'oup's security interest ill The Chengdu Project and

Tinnjiii Project is kept intact (in case the Cosmopolitan Group defaults on the repayment of the Loan
Facilities). Hence. we ai'e of the vie\\, that the covenants under the Loan Facilities aie fair and

reasonable and in the interests of Reoal and the Renal Shaleholders as a whole

4.5 Wftii, er of deln"11 interesi 11nder tile 2021 Fncifiiies Agree, ,leiii

PUTSuaiii to the 2021 Facilities Agreement. the Loan Facilities shall be repaid o11 12 October

2024. The default in tel'esi I'ale is the suni of the the11 applicable interest rate and 5% per annum. As

disclosed in the "Lettei' fi'o1n the Regal Board" of the Circular. 111e Lender agrees (a) 1101 10 lake any

action to demand repayment of the Loan Facilities pending convening of the general 11Teeiings 10

obtain the respective independent shareholdci's' approvals of Regal and Cosmopolitan; and (b) to

waive any default interest \\, hich niay be payable by the Borrower 11nder the 2021 Facilities AUI'eement

as a I'esult of the lion-repayment of the Loan Facilities on 12 October 2024. If. howevei'. Ihe Second

Supplemental Agi'Gement does 1101 be collie uiicondiiioiia1 o11 or before Long Stop Dale (2024). the

Loan Facilities shall become immediately payable on the first Business Day allei' the Lono Slop Dale

(2024) and the default Intel'est shall accrue o111he outstandino priiicipal alliouni of the Loan Facilities

Tell'OSpeciively 1101/1 alld including 12 Octobei' 2024

Taking into account the abovementioned I'easons for' and henefiis o1' the Transaction. in

particular. (i) the current financial position of the Cosmoj}o111aii Group. (Ii) when entering into the

Second Supplemental Agreement. the parties expected that the conditions niecedeni of obtaining

ajipi'ov al fi'o111 Regal Shareholders anti shareholdei's of Cosmopolitan ill accoi'dance with the Lis ting

Rules 111ight1101 be ftilfilled o11 or befoie the original due dale (12 October 2024) as the compliance

process takes lime. and (111) if the Second Supplemental Agreeiiieni does 1101 become 11nconditional

on or be foie Long Stop Date (2024). the Loan Facilities shall be collie immediately payable on Ihe fii'SI

Business Day after the Long Stop Date (2024) and the default interest shall acci'ue o11 the outsianding
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principal ainount of the Loan Facilities leii'OSpeciively froiii and includinu 12 Octobei' 2024. \\e ale

of the \, Iew that the Lender agrees 10. among o1hei' Ihiiigs. to waive any default Intel'est whiclT Inay

be pityible by the Borrowei' 11nder the 2021 Facilities AUI'eement as a result of the lion-Tenaymeiit of

the Loan Facilities o11 12 October 2024 is a liraumaiic :IPProacli and fail' and reasonable

4.6 D"ranoi, of 1/1e Second Swppleii, eninl Agreei, ,eni

The Loan Facilities were Iii'51 niade available 10 Bizwise under 111e Orioinal Facilities Agreement

illAugusi2016. Subsequently in September 2021. certain teTiiis of tile Original Faciliiies AUI'eement

wei'e amended and extended to 12 October 2024 11nder the First Supplemental Ao!'eement. Although

the Reoal CIOuj, has already PIOvided the Loan Facilities for about 8 years, Regal Shareholders should

note that the F1i'SI Supplemental Agreement with 11n extended terni of Ihi'ee years \\, as approved by the

then Regal Independent Shareholdel's at a special general nieeting of Regal held ill 2021

Given tha1 (1) 2 out of the 5 Loan Coinparables set out ill ille paragTapli headed "4.1 Interest Tale"

above have a tellii of Ihi'ee years: (11) such three-yeai' term \\, ill allo\\. the Cosmopolitan Group

reasonable lime 10 dispose of its property assets in an orderly manlier. which we concui' willI the

Management that the property assets 11nder the Projects will be sold in the next 3 years as desci'Ibed

in iteni (Iv) of the pal'agrapli lieaded "4.2 Repayment term" above: and (Iii) the Second Supplemental

Agi'Gement will be subject 10 the Regal independent Shareholders' approval tithe UPCominu SGM. \\, e

are of the \, Iew Inai the Second Supplemental Agreement 11avinu a three-year terni Is appropriate. fall
and I'easonable

4.7 Seclio, , summffry

Having considered The above. \\, e are of the \, Iew that the Ti'an sactiolI is o11 noriiial commercial
terms. Is fair anti reasonable and in the Interests of Renal and the Renal Shareholdei. s as a whole

5. Potential financial effect of the Transaction

The Transaction is in effect all exiensioii of the repayiiieni terni of the Loan Facilities Ironi 12
Octobei' 2024 to 12 October 2027

As at the Latest Practicable Date. the outstanding pi'incipal amount of the terni loan and the

revolving loan 11nder the Loan Facilities \\, as HKS3571111/1ioii alld HK$500 11/11/1011i'especiively. TITere

will be no further drawdown o11 the terni 10nii facility 11nder the Transaciion. Any flirther drawdown

on the revolving loan facility call only be Inade it and only if there \\, ere repayments of tile revolving

loan facility froiiilime to 111Tie. in shoji, that nieans the!'e Innsibe a I'epayment before a drawdowii can

be Inade 11nder the I'evolvino loan facility for a same or smaller amount. \\, hich ill effect at 1110st Is cash

lieuti'al. TheI'efoi'e. the continua1 I, 1'0vision of the Loan Fitcilities is 1101 expected to have any adverse

Impact o11 the cashflow position of the Renal CIOup. 111 addition. theI'e will be 110 impact o11 the net

asset \, alue of the Regal Group. whicli 11ad approximately HK$9,357.41111/1ion net assets as at 30 June

2024. In addition. the Renal Group \\, ill continue to earn interest income on the Loan Facilities at all

interest Tale of I-monili HIBOR I, Ius 1.95% per annum. \\, 111cli is approximately equivalent to the
Regal Group's cost of 11/11dino
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RECOlv. INIENDATION

Having considered The above. we are of the view that the Transactioii is fair and I'easonable. is

o11 noriiial coinmercial terms and in the interests of Regal and 111e Regal Shareholders as a whole,

allhougli the continual provision of the Loait Facilities is 1101 in the oldinary and usual course of

business of the Regal Gl'onp

Accordingly. we recommend the Regal independent Shareholders. as well as the Regal

Independent Board Committee to advise the Renal Independent SIIareholders. 10 \, o1e in favour of the

resolution to be proposed at the SGM 10 approve the Ti'an saction

Mr. lediii!} Leiiiig ('}Is. Le",, g") is n Rev)oilsib!c Offitei' of All!IJ Coyiiiti/liceii, cdio coll'v o11

I\I^ 6 tortVi, 111, g 011 Co IIJoi'nIe .fill mice) legiil, lid(I mill'!'!}, 1111dei' Ih e SFO filld pei'1111/1e(I 10 1111dei hike

11'01'A ns (I spoil$01'. Sh, I\ also (I Rev^o1:31b/e Officc!' D/A/!!is 1111, eviliieiiis L!'11/11ed litei!s, t/ 10 cni'I'\'

o11 I\'/if I (d, nfjii. g ill ., eciii'illes) I'eg!11(lied ucii\. ill^ 1111dei Ih, SFO. Ms. Lei!11.9 11(is o1'ei' 30 I err! s o1

e. \/ieI I'llc, 111 ( o177 o1'(!Ie filluiice rich'if oi'\' nild coliiiiici'cin/ field ill Gi'euiei' Clii!10. ill 17ui lit lifti!: sh e

fins Iin!'lit I'd led 111 .\/Juli, o1'.\/inJ 11.01'A 101' Imjin/ PI!blic off'11/1g$ nil(/ ncied CIS 11^I'llc Jul (Idj. is, I in

flit/,/? alit/rill filluiiciti/ d diff c!' ill in 1101!s co IIJoiwlc filmiicc rid\'I'Di'\' 11'"lis" c'!! oils.

Yours tallhfulIy.
For and o11 behalf of

Altus Capital Limited

Jeanny Leung

Rev^o11, Ible Office!'
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