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Unless the context otherwise requires, capitalized terms used in this circular shall have

the following meanings:

‘‘associate’’ has the meaning ascribed to it under the Listing Rules

‘‘Board’’ the board of Directors

‘‘Company’’ New World Department Store China Limited, a company

incorporated in the Cayman Islands with limited liability, the

shares of which are listed on the Main Board of the Stock

Exchange, and is a subsidiary of NWD as at the Latest

Practicable Date

‘‘Concessionaire

Effective Date’’

24 April 2012

‘‘Concessionaire

Renewal Date’’

1 July 2017, which is conditional upon the renewal of the Master

Concessionaire Counter Agreement becoming unconditional as

set out in the sub-paragraph headed ‘‘Conditionality’’ under the

paragraph headed ‘‘Renewal of the Master Concessionaire

Counter Agreement’’ in this circular

‘‘Concessionaire

Transactions’’

all existing and future transactions between members of the

Group and members of the CTFJ Group arising from the

concessionaire arrangements or rental agreements in respect of

retailing counters for the sale of jewellery products and watches

by the CTFJ Group at properties in the PRC owned by, or leased

to, the Group or at which the Group operates its business, as

contemplated under the Master Concessionaire Counter

Agreement

‘‘connected person(s)’’ has the meaning ascribed to it under the Listing Rules

‘‘CTFE’’ Chow Tai Fook Enterprises Limited, a substantial shareholder of

NWD and a fellow subsidiary of CTFJ as at the Latest

Practicable Date

‘‘CTFJ’’ Chow Tai Fook Jewellery Group Limited, a company

incorporated in the Cayman Islands with limited liability, the

shares of which are listed on the Main Board of the Stock

Exchange

‘‘CTFJ Group’’ CTFJ and its subsidiaries from time to time
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‘‘Definitive

Concessionaire

Agreement(s)’’

definitive agreement(s) which may be entered into between any

member(s) of the Group and any member(s) of the CTFJ Group

from time to time in relation to any of the Concessionaire

Transactions at any time during the term of the Master

Concessionaire Counter Agreement

‘‘Definitive Leasing

Agreement(s)’’

definitive agreement(s) which may be entered into between any

member(s) of the Group and any member(s) of the NWD Group

from time to time in relation to any of the Leasing Transactions

at any time during the term of the Master Leasing Agreement

‘‘Director(s)’’ the director(s) of the Company

‘‘EGM’’ the extraordinary general meeting of the Company to be

convened and held at Meeting Room N201A, Level 2, Hong

Kong Convention and Exhibition Centre, 1 Expo Drive,

Wanchai, Hong Kong (Expo Drive Entrance) on Thursday, 25

May 2017 at 12 : 15 p.m. for the purpose of considering and, if

thought fit, approving, among other things, the renewal of the

Master Leasing Agreement, the Leasing Transactions, the New

Leasing Annual Caps, the renewal of the Master Concessionaire

Counter Agreement, the Concessionaire Transactions and the

New Concessionaire Annual Caps

‘‘Group’’ the Company and its subsidiaries from time to time

‘‘HK$’’ Hong Kong dollars, the lawful currency of Hong Kong

‘‘Hong Kong’’ the Hong Kong Special Administrative Region of the PRC

‘‘Independent Board

Committee’’

an independent board committee of the Company comprising all

the independent non-executive Directors, namely Mr. Cheong

Ying Chew, Henry, Mr. Chan Yiu Tong, Ivan, Mr. Tong Hang

Chan, Peter and Mr. Yu Chun Fai

‘‘Independent Financial

Adviser’’ or ‘‘SPDBI’’

SPDB International Capital Limited, a corporation licensed to

carry out type 1 (dealing in securities) and type 6 (advising on

corporate finance) regulated activities under the SFO

‘‘Independent

Shareholders’’

in respect of the resolutions related to the renewal of the Master

Leasing Agreement, the Leasing Transactions, the New Leasing

Annual Caps, the Shareholders other than NWD and its

associates; and in respect of the resolutions related to the

renewal of the Master Concessionaire Counter Agreement, the

Concessionaire Transactions and the New Concessionaire

Annual Caps, the Shareholders
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‘‘Latest Practicable

Date’’

4 May 2017, being the latest practicable date prior to the bulk

printing of this circular for ascertaining certain information

contained herein

‘‘Leasing Renewal

Date’’

1 July 2017, which is conditional upon the renewal of the Master

Leasing Agreement becoming unconditional as set out in the sub-

paragraph headed ‘‘Conditionality’’ under the paragraph headed

‘‘Renewal of the Master Leasing Agreement’’ in this circular

‘‘Leasing Transactions’’ all existing and future transactions between members of the

Group and members of the NWD Group regarding the leasing of

premises by members of the Group from members of the NWD

Group, and vice versa, as contemplated under the Master

Leasing Agreement

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock

Exchange

‘‘Macau’’ the Macau Special Administrative Region of the PRC

‘‘Master Concessionaire

Counter Agreement’’

the agreement in relation to the Concessionaire Transactions

entered into between the Company and CTFJ on 22 March 2012

and was subsequently automatically renewed for a successive

period of three years commencing from 1 July 2014, details of

which were disclosed in the joint announcements of the

Company, NWD and CTFJ dated 22 March 2012 and 11 April

2014, respectively

‘‘Master Leasing

Agreement’’

the agreement in relation to the Leasing Transactions entered

into between the Company and NWD on 11 April 2014

‘‘New Concessionaire

Annual Caps’’

the annual cap amounts payable by the CTFJ Group to the

Group (as subsidiaries of NWD) in respect of the Concessionaire

Transactions for each of the three years ending 30 June 2020

‘‘New Leasing Annual

Caps’’

the annual cap amounts payable by the Group to the NWD

Group, and vice versa, in respect of the Leasing Transactions for

each of the three financial years ending 30 June 2020

‘‘NWD’’ New World Development Company Limited, a company

incorporated in Hong Kong with limited liability, the shares of

which are listed on the Main Board of the Stock Exchange, and is

the holding company of the Company as at the Latest Practicable

Date

‘‘NWD Group’’ NWD and its subsidiaries (other than the Group) from time to

time
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‘‘PRC’’ the People’s Republic of China, for the purpose of this circular,

excludes Hong Kong, Macau and Taiwan

‘‘RMB’’ Renminbi, the lawful currency of the PRC

‘‘SFO’’ Securities and Futures Ordinance (Chapter 571 of the Laws of

Hong Kong)

‘‘Shareholder(s)’’ holder(s) of the shares of the Company

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited

‘‘Stores’’ the department stores owned by the Group from time to time

‘‘subsidiary’’ has the meaning ascribed to it under the Companies Ordinance

(Chapter 622 of the Laws of Hong Kong)

‘‘substantial

shareholder’’

has the meaning ascribed to it under the Listing Rules

‘‘%’’ per cent
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Non-executive Directors:

Dr. Cheng Kar Shun, Henry

Mr. Au Tak Cheong

Ms. Ngan Man Ying, Lynda

Executive Directors:

Dr. Cheng Chi Kong, Adrian

Mr. Cheung Fai Yet, Philip

Independent non-executive Directors:

Mr. Cheong Ying Chew, Henry

Mr. Chan Yiu Tong, Ivan

Mr. Tong Hang Chan, Peter

Mr. Yu Chun Fai

Registered office:

Cricket Square Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

Principal place of business

in Hong Kong:

7th Floor, 88 Hing Fat Street

Causeway Bay, Hong Kong

8 May 2017

To the Shareholders

Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS

RENEWALS OF THE MASTER LEASING AGREEMENT

AND

THE MASTER CONCESSIONAIRE COUNTER AGREEMENT

1. INTRODUCTION

The Board refers to the announcements of the Company both dated 8 April 2017 in

relation to, among other things, the renewal of the Master Leasing Agreement, the Leasing

Transactions, the New Leasing Annual Caps, the renewal of the Master Concessionaire

Counter Agreement, the Concessionaire Transactions and the New Concessionaire Annual

Caps.

The purposes of this circular are, among other things: (i) to provide you with further

details of the renewal of the Master Leasing Agreement, the Leasing Transactions, the New

Leasing Annual Caps, the renewal of the Master Concessionaire Counter Agreement, the

Concessionaire Transactions and the New Concessionaire Annual Caps; (ii) to set out the

letter of advice from the Independent Financial Adviser to the Independent Board

Committee and the Independent Shareholders in relation to the matters set out in (i); (iii) to

set out the recommendation and opinion of the Independent Board Committee to the

Independent Shareholders after taking into consideration of the advice of the Independent
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Financial Adviser in relation to the matters set out in (i); and (iv) to give you the notice of

the EGM at which ordinary resolutions will be proposed to approve the matters set out in

(i).

2. RENEWAL OF THE MASTER LEASING AGREEMENT

Background

Members of the Group and members of the NWD Group had in the past entered

into certain leasing agreements for the leasing of premises by the relevant members of

the Group from the relevant members of the NWD Group in accordance with the

Master Leasing Agreement and certain of the leasing agreements have not expired as at

the Leasing Renewal Date. The Group and the NWD Group wish to continue the

leasing agreements and may from time to time enter into new leasing agreements for

the leasing of premises by the Group from the NWD Group, and vice versa. The

Master Leasing Agreement will expire on 30 June 2017 and will be automatically

renewed for a successive period of three years thereafter subject to compliance with

certain conditions, including the Listing Rules.

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

Date

11 April 2014

Parties

(1) the Company; and

(2) NWD

General terms for the Leasing Transactions

The relevant members of the Group and the relevant members of the NWD Group

may from time to time enter into Definitive Leasing Agreement(s) in relation to any

Leasing Transactions upon, and subject to, the terms and conditions in compliance

with the Master Leasing Agreement as may be agreed between the relevant members of

the Group and the relevant members of the NWD Group. All existing agreements

between the relevant members of the Group and the relevant members of the NWD

Group in respect of the Leasing Transactions (to the extent which covers the Leasing

Transactions after the Leasing Renewal Date) will be treated as Definitive Leasing

Agreements made pursuant to the Master Leasing Agreement as from the Leasing

Renewal Date.

With effect from the Leasing Renewal Date, the Leasing Transactions shall be

conducted:

a) in the usual and ordinary course of business of the Company and NWD;
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b) on normal commercial terms; and

c) in compliance with all applicable provisions of the Listing Rules (including

the New Leasing Annual Caps), the applicable laws, the Master Leasing

Agreement and the relevant Definitive Leasing Agreement.

The consideration for each Definitive Leasing Agreement will be determined in

the following manner:

(a) For new rental services, the lessee will approach the lessor for on-site visit for

the available property, and the lessee will verbally request for a quote if it

wishes to proceed with the lease.

(b) For both new and renewed rental services, a quote will be provided by lessor

in form of standard lease agreement.

(c) In cases where the Group is the lessee, it may, through its operational and

technical departments, consider either to accept the quote which is either

better than or equal to the currently available market comparative quotes

obtained by the Group as lessee for similar properties (with comparable

conditions including but not limited to location, usable space, available

facilities, quality and rental period), which are also compared against at least

two public quotation of the real estate agencies, and proceed with the lease or

reject the quote and decline to proceed further.

(d) In cases where the Group is the lessor, it will provide to the lessee a quote

which is either better than or equal to the currently available market

comparative quotes from the Group as lessor for similar properties (with

comparable conditions including but not limited to location, usable space,

available facilities, quality and rental period), which are also compared

against at least two public quotation of the real estate agencies. The lessee

may consider either to accept the quote and proceed with the lease or reject

the quote and decline to proceed further.

Conditionality

The renewal of the Master Leasing Agreement is conditional upon the approval by

the Independent Shareholders of the renewal of the Master Leasing Agreement, the

Leasing Transactions and the New Leasing Annual Caps at the EGM.

Duration

The Master Leasing Agreement shall continue to be effective up to and including

30 June 2020. Subject to compliance with the then relevant requirements of the rules of

any stock exchange to which either party to the Master Leasing Agreement is subject

to, including, but not limited to, the Listing Rules or, alternatively, any waiver

obtained from strict compliance with such requirements, upon expiration of the initial

term or subsequent renewal term, the Master Leasing Agreement will be automatically
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renewed for a successive period of three years thereafter (or such other period

permitted under the Listing Rules), unless terminated earlier in accordance with the

Master Leasing Agreement.

Historical figures and the New Leasing Annual Caps

The aggregate transaction amounts under the Master Leasing Agreement for the

Company for each of the two financial years ended 30 June 2016 and the six months

ended 31 December 2016 were approximately RMB315,398,000, RMB275,604,000 and

RMB127,700,000, respectively.

The New Leasing Annual Caps for each of the three financial years ending 30 June

2020 are RMB355,660,000, RMB373,178,000 and RMB384,374,000, respectively, and

have been determined based on historical transaction amounts under the Master

Leasing Agreement, the terms of the leases and the expected addition of one to two new

Stores annually, subject to the then market condition and economic factors.

The surge in the New Leasing Annual Caps as compared with their relevant

historical transaction amounts is mainly due to the following:

(a) the favourable government policies in the PRC and the emergence of the

middle class will strengthen the PRC’s consumption market, and hence, it is

the Company’s plan to continue to expand both self-owned and managed

stores in light of the tremendous future opportunities;

(b) the Company managed one more store and the total gross floor area of the

self-owned stores and managed stores operated by the Company has

increased by approximately 2.0% from 30 June 2016 to 31 December 2016,

with relatively stable rental incomes; and

(c) the gross domestic products in the PRC and the retail sales of consumer

goods in the PRC have increased by approximately 6.7% and 10.4% from

2015 to 2016, respectively.

For the reasons aforesaid, the Company considers that there will be an increase in

the transaction amounts under the Master Leasing Agreement for each of the three

financial years ending 30 June 2020 when comparing with the historical transaction

amounts.

Reasons for and benefits of the renewal of the Master Leasing Agreement

Given that the relevant Stores have been operating at the premises owned by the

NWD Group (save and except for certain of the premises which are for use as the office

and car parks of the Group) for a number of years and the cost to be incurred and the

adverse impact on the operation of the Stores in the event of their relocation will be

substantial, the Directors believe that maintaining the lease agreements with the NWD

Group will ensure the Group’s stability in using the relevant premises. The Directors
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also believe that it is in the interests of the Company to renew the Master Leasing

Agreement so that the Group may regulate the existing and future leasing agreements

with the NWD Group under a common framework agreement.

The Directors (including the independent non-executive Directors) consider that

the renewal of the Master Leasing Agreement have been negotiated on an arm’s length

basis, are fair and reasonable, on normal commercial terms and within the ordinary

and usual course of business of the Group, and are in the interests of the Group and

the Shareholders as a whole, and that the New Leasing Annual Caps are fair and

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

3. RENEWAL OF THE MASTER CONCESSIONAIRE COUNTER AGREEMENT

Background

On 22 March 2012, the Company and CTFJ entered into the Master

Concessionaire Counter Agreement in relation to the Concessionaire Transactions,

which was subsequently automatically renewed for a successive period of three years

commencing from 1 July 2014. As such, the Master Concessionaire Counter Agreement

will expire on 30 June 2017. Subject to the compliance of the Listing Rules by the

Company and CTFJ, the Master Concessionaire Counter Agreement will be

automatically renewed for a successive period of three years from the Concessionaire

Renewal Date.

Members of the Group had in the past entered into, and are expected from time to

time to enter into, concessionaire arrangements or rental agreements with members of

the CTFJ Group in relation to retailing counters for the sale of jewellery products and

watches by the CTFJ Group at properties in the PRC owned by, or leased to, the

Group or at which the Group operates its business under the Master Concessionaire

Counter Agreement. The Group and the CTFJ Group wish to continue the

concessionaire arrangements or rental agreements and may from time to time enter

into new concessionaire arrangements or rental agreements in relation to the

Concessionaire Transactions. The Company and CTFJ agreed to renew the Master

Concessionaire Counter Agreement upon the expiry of its renewal term on 30 June

2017 for a further term of three years, i.e. up to and including 30 June 2020. There has

been no change in the terms of the Master Concessionaire Counter Agreement since it

was entered into on 22 March 2012.

The principal terms of the Master Concessionaire Counter Agreement are set out

below:

Date

22 March 2012

Parties

(1) the Company; and
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(2) CTFJ

General terms for the Concessionaire Transactions

Members of the Group and the CTFJ Group may from time to time enter into

Definitive Concessionaire Agreement(s) in relation to any Concessionaire Transactions

upon, and subject to, the terms and conditions in compliance with the Master

Concessionaire Counter Agreement as may be agreed between the relevant members of

the Group and the CTFJ Group. All the then existing agreements between the relevant

members of the Group and the CTFJ Group in respect of the Concessionaire

Transactions (to the extent which covers the Concessionaire Transactions after the

Concessionaire Renewal Date) will be treated as Definitive Concessionaire Agreements

made pursuant to the Master Concessionaire Counter Agreement as from the

Concessionaire Renewal Date.

With effect from the Concessionaire Renewal Date, the Concessionaire

Transactions shall be conducted:

a) in the usual and ordinary course of business of the Company and CTFJ;

b) on normal commercial terms; and

c) in compliance with all applicable provisions of the Listing Rules (including

the New Concessionaire Annual Caps), the applicable laws, the Master

Concessionaire Counter Agreement and the relevant Definitive

Concessionaire Agreement.

The consideration for each Definitive Concessionaire Agreement will be

determined in the following manner: a quote, which is either better (to the Group)

than or equal to at least two other quotes for the concessionaire counters given to the

independent third parties by the Group, will be provided by the relevant member of the

Group. Such quote will be determined with reference to the location, usable space,

available facilities, quality and rental period of the concessionaire counters; the

relevant member of the CTFJ Group may, through its operational and technical

departments, either accept the quote and proceed with the concessionaire arrangement

or reject the quote and decline to proceed further, based on the relevant policies and

other quote(s) for similar arrangement(s) obtained from independent third parties in

the market. The management of the Group will determine the consideration and terms

of the transactions under each Definitive Concessionaire Agreement, and will generally

review such terms annually to determine whether adjustments shall be made.

Conditionality

The renewal of the Master Concessionaire Counter Agreement is conditional upon

the approval by the Independent Shareholders of the renewal of the Master

Concessionaire Counter Agreement, the Concessionaire Transactions and the New

Concessionaire Annual Caps at the EGM.
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Duration

The Master Concessionaire Counter Agreement commenced on the

Concessionaire Effective Date, renewed for a successive period of three years

commencing from 1 July 2014 and will expire on 30 June 2017. Subject to

compliance with the then relevant requirements of the rules of any stock exchange

to which either party to the Master Concessionaire Counter Agreement is subject to,

including, but not limited to, the Listing Rules or, alternatively, any waivers obtained

from strict compliance with such requirements, upon expiration of the initial term or

subsequent renewal term, the Master Concessionaire Counter Agreement will be

automatically renewed for a successive period of three years thereafter (or such other

period permitted under the Listing Rules), unless terminated earlier in accordance with

the Master Concessionaire Counter Agreement.

Subject to the approval of the Independent Shareholders of the renewal of the

Master Concessionaire Counter Agreement, the Concessionaire Transactions and the

New Concessionaire Annual Caps at the EGM, the Master Concessionaire Counter

Agreement will be automatically renewed on 1 July 2017 for three years ending 30 June

2020.

Historical figures and the New Concessionaire Annual Caps

The aggregate transaction amounts payable by the CTFJ Group to the Group

under the Master Concessionaire Counter Agreement for each of the two years ended

30 June 2015 and 2016 and the six months ended 31 December 2016 were

approximately RMB81,843,000, RMB63,201,000 and RMB30,084,000, respectively.

The New Concessionaire Annual Caps for each of the three years ending 30 June

2018, 2019 and 2020 are RMB129,551,000, RMB135,912,000 and RMB159,902,000,

respectively.

The New Concessionaire Annual Caps have been determined based on the terms

of the existing concessionaire counter agreements, the historical transaction amounts

under the Master Concessionaire Counter Agreement, the expected increase of sales of

each of the concessionaire counters of the CTFJ Group, along with the additional floor

space and the number of new concessionaire counters which members of the CTFJ

Group might enter into with members of the Group.

The transaction amount payable under the Master Concessionaire Counter

Agreement is calculated based on the sales amounts of the concessionaire counters

operated by the CTFJ Group multiplied by a concessionaire commission rate as

determined by the Group with reference to, among others, at least two market

comparative commission rates offered by the Group to similar jewellery retailers or

concessionaires with similar brand popularity as the CTFJ Group at the Stores and

taking into account the brand popularity of the CTFJ Group comparing with other

brands that are operating in the Stores and the recent market trend of the retail sales of

gold, silver and jewellery market in the PRC which the CTFJ Group is engaged in. The

senior management of the Company will review and approve the work done by various
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departments in relation to the quotations and decide on the quote offered to the CTFJ

Group to ensure that such quote to the CTFJ Group will not be less favourable to the

Group than the quote available to comparable independent third parties. Internal

control assessment will be conducted by the Company from time to time to ensure that

all the internal control policies and the quotation procedures for concessionaires are

properly adhered to when determining the quote (including the concessionaire

commission rate) offered to the CTFJ Group.

The Directors expect that the concessionaire commission rate will remain stable

and the surge in the New Concessionaire Annual Caps as compared with their relevant

historical transaction amounts is mainly due to the following:

(a) the commission income from concessionaire sales is one of the major sources

of income of the Group while the amounts payable by the CTFJ Group

depends largely on the commission income derived from the concessionaire

counters operated by the CTFJ Group, which is directly related to the

number of its concessionaire counters and the sales performance of these

counters. Despite a drop in sales growth and sales volume of CTFJ’s

jewellery business for the year ended 31 March 2016, considering the

relatively stable fundamentals, continuous favourable government policies in

the PRC and the ever-growing middle-class which will strengthen the PRC’s

consumption market and the recent positive outlook on the retail sales of

gold, silver and jewellery in the PRC, the Company considers that there will

be a sustainable growth in the PRC’s economy;

(b) as CTFJ is the leading jeweller in the PRC, Hong Kong and Macau with

extensive worldwide network and has become the largest jeweller listed in

Hong Kong by market capitalisation, it is expected that CTFJ can benefit

from the strengthened PRC’s consumer market and the positive trend of the

retail sales of gold, silver and jewellery, the sales performance of the

concessionaire counters operated by the CTFJ Group will thereby improve

and new concessionaire counters will be demanded by the CTFJ Group.

For the reasons aforesaid, the Company considers that there will be an increase in

amounts payable by the CTFJ Group under the Master Concessionaire Counter

Agreement for each of the three years ending 30 June 2018, 2019 and 2020 when

comparing with the historical transaction amounts.

Reasons for and benefits of the renewal of the Master Concessionaire Counter Agreement

CTFJ is one of the largest jewellers in Hong Kong, Macau and the PRC by market

share with a heritage of over 80 years. The Directors believe that including CTFJ as

one of the concessionaire counters in the Stores enhances the Company’s brand and

product mix and raises the image and profile of such Stores.

The Directors (including the independent non-executive Directors) consider that

the renewal of the Master Concessionaire Counter Agreement of which its terms had

been negotiated on an arm’s length basis, are fair and reasonable, on normal
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commercial terms and within the ordinary and usual course of business of the Group

and are in the interests of the Group and the Shareholders as a whole and that the New

Concessionaire Annual Caps are fair and reasonable and in the interests of the Group

and the Shareholders as a whole.

4. INFORMATION RELATING TO THE GROUP, THE NWD GROUP AND THE

CTFJ GROUP

The Group is principally engaged in the business of operating department store and

other related business and property investment operations in the PRC.

To the best knowledge of the Directors, the principal businesses of the NWD Group

include property development and investments in the areas of property, infrastructure,

hotel operation, department store operation, commercial aircraft leasing, services and

technology.

To the best knowledge of the Directors, the CTFJ Group is one of the largest jewellers

in Hong Kong, Macau and the Mainland China by market share with an extensive retail

network of over 2,300 points of sale spanning more than 500 cities in Greater China,

Singapore, Malaysia, South Korea and the United States. The CTFJ Group is principally

engaged in the business of manufacturing and selling mass luxury and high-end luxury

jewellery products, including gem-set products, gold products and platinum/karat gold

products, and distributing watches of various brands.

5. LISTING RULES IMPLICATIONS

As at the Latest Practicable Date, NWD is a substantial shareholder of the Company

and hence a connected person of the Company. CTFJ is a fellow subsidiary of CTFE which

is a substantial shareholder of NWD. CTFJ is therefore a connected person of the Company

and the relevant Leasing Transactions and the Concessionaire Transactions constitute

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

As (i) the highest of the amounts and all the applicable percentage ratios (as defined

under Rule 14.07 of the Listing Rules) of the New Leasing Annual Caps is more than 5%

and exceeds HK$10,000,000; and (ii) the highest of the amounts and all the applicable

percentage ratios (as defined under Rule 14.07 of the Listing Rules) of the New

Concessionaire Annual Caps is more than 5% and exceeds HK$10,000,000, the renewal

of the Master Leasing Agreement, the Leasing Transactions, the New Leasing Annual Caps,

and the renewal of the Master Concessionaire Counter Agreement, the Concessionaire

Transactions and the New Concessionaire Annual Caps are subject to the reporting,

announcement and independent shareholders’ approval requirements under Chapter 14A of

the Listing Rules for the Company.

The Independent Board Committee has been established to consider the renewal of the

Master Leasing Agreement, the Leasing Transactions, the New Leasing Annual Caps, the

renewal of the Master Concessionaire Counter Agreement, the Concessionaire Transactions

and the New Concessionaire Annual Caps, and to advise the Independent Shareholders as

to whether the renewal of the Master Leasing Agreement, the Leasing Transactions, the
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New Leasing Annual Caps, the renewal of the Master Concessionaire Counter Agreement,

the Concessionaire Transactions and the New Concessionaire Annual Caps are in the

interests of the Company and the Shareholders as a whole. The Independent Financial

Adviser has been appointed to advise the Independent Board Committee and the

Independent Shareholders in this regard.

6. APPROVAL BY THE DIRECTORS

The renewal of the Master Leasing Agreement

None of the Directors has a material interest in the renewal of the Master Leasing

Agreement. Dr. Cheng Kar Shun, Henry, Dr. Cheng Chi Kong, Adrian and Mr. Au

Tak Cheong are common directors of the Company and NWD. Other than Dr. Cheng

Kar Shun, Henry, Dr. Cheng Chi Kong, Adrian and Mr. Au Tak Cheong, none of the

Directors is required to abstain from voting on the relevant board resolutions.

Dr. Cheng Chi Kong, Adrian and Mr. Au Tak Cheong who were present at the

meeting of the board of the Company have abstained from voting on the relevant

board resolutions. Dr. Cheng Kar Shun, Henry was not present at the meeting of the

board of the Company and accordingly did not vote on the relevant board resolutions.

The renewal of the Master Concessionaire Counter Agreement

None of the Directors has a material interest in the renewal of the Master

Concessionaire Counter Agreement. Dr. Cheng Kar Shun, Henry and Dr. Cheng Chi

Kong, Adrian are common directors of the Company, NWD and CTFJ and Mr. Au

Tak Cheong is a common director of the Company and NWD. Dr. Cheng Chi Kong,

Adrian and Mr. Au Tak Cheong who were present at the meeting of the board of the

Company voluntarily abstained from voting on the relevant board resolutions. Dr.

Cheng Kar Shun, Henry was not present at the meeting of the board of the Company

and accordingly did not vote on the relevant board resolutions.

7. EXTRAORDINARY GENERAL MEETING

Set out on pages 41 to 43 of this circular is the notice convening the EGM at which

ordinary resolutions will be proposed to approve the renewal of the Master Leasing

Agreement, the Leasing Transactions, the New Leasing Annual Caps, the renewal of the

Master Concessionaire Counter Agreement, the Concessionaire Transactions and the New

Concessionaire Annual Caps. At the EGM, the votes of the Independent Shareholders in

relation to the renewal of the Master Leasing Agreement, the Leasing Transactions, the

New Leasing Annual Caps, the renewal of the Master Concessionaire Counter Agreement,

the Concessionaire Transactions and the New Concessionaire Annual Caps will be taken by

poll.

In view of the interests of NWD in the Leasing Transactions, NWD and its associates

will abstain from voting in respect of the resolutions to be proposed at the EGM to approve

the renewal of the Master Leasing Agreement, the Leasing Transactions and the New

Leasing Annual Caps. No Shareholders are required to abstain from voting in respect of the
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resolutions to be proposed at the EGM to approve the renewal of the Master

Concessionaire Counter Agreement, the Concessionaire Transactions and the New

Concessionaire Annual Caps.

A proxy form for use at the EGM is enclosed herein. If you are not able to attend the

EGM, please complete the accompanying proxy form in accordance with the instructions

printed thereon and return the same to the branch share registrar and transfer agent of the

Company in Hong Kong at Tricor Investor Services Limited of Level 22, Hopewell Centre,

183 Queen’s Road East, Hong Kong as soon as possible and in any event not less than 48

hours before the time appointed for holding the EGM or any adjournment thereof.

Completion and return of the proxy form will not preclude you from attending and voting

in person at the EGM or any adjournment thereof should you so wish. An announcement of

the poll results of the EGM will be published by the Company.

The register of members of the Company will be closed from Monday, 22 May 2017 to

Thursday, 25 May 2017, both days inclusive, during which period no transfer of shares will

be effected. In order to determine the entitlement to attend and vote at the EGM, all share

transfers accompanied by the relevant share certificates, must be lodged with the

Company’s share registrar, Tricor Investor Services Limited at Level 22, Hopewell

Centre, 183 Queen’s Road East, Hong Kong for registration not later than 4 : 30 p.m. on

Friday, 19 May 2017.

8. RECOMMENDATIONS

Your attention is drawn to:

(i) the letter from the Independent Board Committee set out on pages 17 to 18 of this

circular which contains its recommendation to the Independent Shareholders; and

(ii) the letter from the Independent Financial Adviser set out on pages 19 to 34 of this

circular which contains its recommendation to the Independent Board Committee

and the Independent Shareholders.

The Independent Board Committee, having considered the renewal of the Master

Leasing Agreement, the Leasing Transactions, the New Leasing Annual Caps, the renewal

of the Master Concessionaire Counter Agreement, the Concessionaire Transactions and the

New Concessionaire Annual Caps, and taken into account the advice of the Independent

Financial Adviser, considers that the renewal of the Master Leasing Agreement and the

renewal of the Master Concessionaire Counter Agreement are in the ordinary and usual

course of business of the Group, on normal commercial terms, fair and reasonable so far as

the Independent Shareholders are concerned, and in the interests of the Company and the

Shareholders as a whole. Accordingly, the Independent Board Committee recommends the

Independent Shareholders to vote in favour of all the resolutions to be proposed at the

EGM as set out in the notice of the EGM.

Taking into account the letter from the Independent Board Committee and all other

factors stated above as a whole, the Directors are of the view that the renewal of the Master

Leasing Agreement and the renewal of the Master Concessionaire Counter Agreement are
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in the ordinary and usual course of business of the Group, on normal commercial terms,

fair and reasonable so far as the Independent Shareholders are concerned, and in the

interests of the Company and the Shareholders as a whole. Accordingly, the Directors also

recommend the Independent Shareholders to vote in favour of all the resolutions to be

proposed at the EGM to approve the renewal of the Master Leasing Agreement, the Leasing

Transactions, the New Leasing Annual Caps, the renewal of the Master Concessionaire

Counter Agreement, the Concessionaire Transactions and the New Concessionaire Annual

Caps.

9. FURTHER INFORMATION

Your attention is also drawn to the additional information set out in the appendix to

this circular.

Yours faithfully,

For and on behalf of

New World Department Store China Limited

Cheng Kar Shun, Henry

Chairman
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8 May 2017

To the Independent Shareholders

Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS

RENEWALS OF THE MASTER LEASING AGREEMENT

AND

THE MASTER CONCESSIONAIRE COUNTER AGREEMENT

We refer to the circular of the Company dated 8 May 2017 (the ‘‘Circular’’) to the

Shareholders, of which this letter forms part. Terms defined in the Circular have the same

meanings in this letter unless the context requires otherwise.

We have been appointed by the Board as the members of the Independent Board

Committee to advise the Independent Shareholders as to whether, in our opinion, the

renewal of the Master Leasing Agreement, the Leasing Transactions, the New Leasing

Annual Caps, the renewal of the Master Concessionaire Counter Agreement, the

Concessionaire Transactions and the New Concessionaire Annual Caps are in the

ordinary and usual course of business of the Group, on normal commercial terms, fair

and reasonable so far as the Company and the Independent Shareholders are concerned and

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

SPDB International Capital Limited has been appointed as the Independent Financial

Adviser to advise the Independent Board Committee and the Independent Shareholders in

respect of the fairness and reasonableness of the renewal of the Master Leasing Agreement,

the Leasing Transactions, the New Leasing Annual Caps, the renewal of the Master

Concessionaire Counter Agreement, the Concessionaire Transactions and the New

Concessionaire Annual Caps and whether the renewal of the Master Leasing Agreement,

the Leasing Transactions, the New Leasing Annual Caps, the renewal of the Master

Concessionaire Counter Agreement, the Concessionaire Transactions and the New

Concessionaire Annual Caps are in the ordinary and usual course of business of the

Group, on normal commercial terms, and in the interests of the Company and the

Shareholders as a whole and to advise the Independent Shareholders on how to vote.

Details of its advice, together with the principal factors taken into consideration in arriving

at such, are set out in its letter set out on pages 19 to 34 of the Circular.

Your attention is also drawn to the letter from the Board set out on pages 5 to 16 of the

Circular and the general information set out in the appendix to the Circular. Having

considered the renewal of the Master Leasing Agreement, the Leasing Transactions, the

New Leasing Annual Caps, the renewal of the Master Concessionaire Counter Agreement,
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the Concessionaire Transactions and the New Concessionaire Annual Caps, and taken into

account the advice of the Independent Financial Adviser, we consider that the renewal of

the Master Leasing Agreement and the renewal of the Master Concessionaire Counter

Agreement are in the ordinary and usual course of business of the Group, on normal

commercial terms, fair and reasonable so far as the Independent Shareholders are

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

Accordingly, we recommend the Independent Shareholders to vote in favour of all the

resolutions to be proposed at the EGM to approve the renewal of the Master Leasing

Agreement, the Leasing Transactions, the New Leasing Annual Caps, the renewal of the

Master Concessionaire Counter Agreement, the Concessionaire Transactions and the New

Concessionaire Annual Caps.

Yours faithfully,

Cheong Ying Chew, Henry

Chan Yiu Tong, Ivan

Tong Hang Chan, Peter

Yu Chun Fai

Independent Board Committee
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The following is the text of the letter of advice from the Independent Financial Adviser to

the Independent Board Committee and the Independent Shareholders prepared for the purpose

of incorporation in this Circular.

Suites 3207–3212

One Pacific Place

88 Queensway

Hong Kong

8 May 2017

To the Independent Board Committee and the Independent Shareholders of

New World Department Store China Limited

Dear Sirs,

CONTINUING CONNECTED TRANSACTIONS

(I) RENEWAL OF THE MASTER LEASING AGREEMENT;

AND

(II) RENEWAL OF THE MASTER CONCESSIONAIRE COUNTER

AGREEMENT

INTRODUCTION

We refer to our appointment to advise the Independent Board Committee and the

Independent Shareholders in respect of the renewal of the Master Leasing Agreement

including the New Leasing Annual Caps and the renewal of the Master Concessionaire

Counter Agreement including the New Concessionaire Annual Caps and the transactions

contemplated thereunder respectively, details of which are set out in the circular to the

Shareholders dated 8 May 2017 (the ‘‘Circular’’), of which this letter forms part. Terms used

in this letter have the same meanings as defined in the Circular unless the context requires

otherwise.

On 11 April 2014, the Company and NWD entered into the Master Leasing Agreement

in respect of the Leasing Transactions. The Master Leasing Agreement is for a term of three

years commencing from 1 July 2014 and expiring on 30 June 2017. Subject to the

compliance of the Listing Rules by the Company, the Master Leasing Agreement will be

automatically renewed for a successive period of three years from the Leasing Renewal

Date. The Company and NWD agreed to renew the Master Leasing Agreement upon the

expiry of its initial term on 30 June 2017 for a further term of three years, i.e., up to 30 June

2020.

On 22 March 2012, the Company and CTFJ entered into the Master Concessionaire

Counter Agreement in relation to the Concessionaire Transactions, which was subsequently

automatically renewed for a successive period of three years commencing from 1 July 2014.

As such, the Master Concessionaire Counter Agreement will expire on 30 June 2017.
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Subject to the compliance of the Listing Rules by the Company and CTFJ, the Master

Concessionaire Counter Agreement will be automatically renewed for a successive period of

three years from the Concessionaire Renewal Date.

NWD is a substantial shareholder of the Company and CTFJ is a fellow subsidiary of

CTFE which is a substantial shareholder of NWD. CTFJ is therefore a connected person of

NWD and is also considered to be a connected persons of the Company. Thus, the relevant

Leasing Transactions, and Concessionaire Transactions constitute continuing connected

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

As the highest of the amounts and all the applicable percentage ratios (as defined

under Rule 14.07 of the Listing Rules) of the New Leasing Annual Caps are more than 5%

and exceeds HK$10,000,000, the renewal of the Master Leasing Agreement and the New

Leasing Annual Caps is subject to the reporting, announcement and independent

shareholders’ approval requirements under Chapter 14A of the Listing Rules for the

Company.

As the highest of the amounts and all the applicable percentage ratios (as defined

under Rule 14.07 of the Listing Rules) of the New Concessionaire Annual Caps are more

than 5% and exceeds HK$10,000,000 so far as the Company is concerned, the renewal of

the Master Concessionaire Counter Agreement and the New Concessionaire Annual Caps

are subject to the reporting, announcement and independent shareholders’ approval

requirements under Chapter 14A of the Listing Rules for the Company.

In view of the interests of NWD in the Leasing Transactions, NWD and its associates

will abstain from voting in respect of the resolutions to be proposed at the EGM to approve

the renewal of Master Leasing Agreement, the Leasing Transactions and the New Leasing

Annual Caps.

The Independent Board Committee has been established to consider the renewal of

Master Leasing Agreement including the New Leasing Annual Caps and the renewal of the

Master Concessionaire Counter Agreement including the New Concessionaire Annual Caps

and the transactions contemplated thereunder respectively; and to advise the Independent

Shareholders as to whether the renewal of Master Leasing Agreement including the New

Leasing Annual Caps and the renewal of the Master Concessionaire Counter Agreement

including the New Concessionaire Annual Caps and the transactions contemplated

thereunder respectively are in the interests of the Company and the Shareholders as a

whole.

BASIS OF OUR OPINION

In formulating our opinion and advice, we have relied upon accuracy of the

information and representations contained in the Circular and information provided to

us by the Company, the Directors and the management of the Company. 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, the

Directors and the management of the Company, for which they are solely and wholly

responsible, were true at the time they were made and continue to be true as at the Latest
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Practicable Date. We have also assumed that all statements of belief, opinion and intention

made by the Directors in the Circular were reasonably made after due and careful enquiry

and were based on honestly-held opinions.

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 other facts

the omission of which would make any statements in the Circular misleading. 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 material facts the

omission of which 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 management of the Company.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In giving our recommendation to the Independent Board Committee and the

Independent Shareholders in respect of the renewal of Master Leasing Agreement

including the New Leasing Annual Caps and the renewal of the Master Concessionaire

Counter Agreement including the New Concessionaire Annual Caps and the transactions

contemplated thereunder respectively, we have taken into consideration the following

principal factors and reasons:

(A) Renewal of the Master Leasing Agreement

Background and reasons for the renewal of the Master Leasing Agreement

On 11 April 2014, the Company and NWD entered into the Master Leasing

Agreement in respect of the Leasing Transactions. The Master Leasing Agreement

is for a term of three years commencing from 1 July 2014 and expiring on 30 June

2017. Subject to the compliance of the Listing Rules by the Company, the Master

Leasing Agreement will be automatically renewed for a successive period of three

years from the Leasing Renewal Date.

As set out in the Board Letter, members of the Group and members of the

NWD Group had in the past entered into certain leasing agreements for the

leasing of premises by the relevant members of the Group from the relevant

members of the NWD Group in accordance with the Master Leasing Agreement

and certain of the leasing agreements have not expired as at the Leasing Renewal

Date. The Group and the NWD Group wish to continue the leasing agreements

and may from time to time enter into new leasing agreements for the leasing of

premises by the Group from the NWD Group, and vice versa. Accordingly, the

Company and NWD agree to renew the Master Leasing Agreement.
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Given that the relevant Stores have been operating at the premises owned by

the NWD Group (save and except for certain of the premises which are for use as

the office and car parks of the Group) for a number of years and the cost to be

incurred and the adverse impact on the operation of the Stores in the event of

their relocation will be substantial, the Directors believe that maintaining the

lease agreements with the NWD Group will ensure the Group’s stability in using

the relevant premises. The Directors also believe that it is in the interests of the

Company to renew the Master Leasing Agreement so that the Group may regulate

the existing and future leasing agreements with the NWD Group under a common

framework agreement.

Having considered (i) certain of the leasing agreements under the Master

Leasing Agreement have not expired and the Leasing Transactions are expected to

continue in the future; (ii) the fact that the relevant Stores have been operating at

the premises owned by the NWD Group for a number of years and the benefits of

maintaining the leasing agreements with the NWD Group; and (iii) the renewal of

the Master Leasing Agreement have been negotiated on an arm’s length basis, we

concur with the view of the Directors that the renewal of the Master Leasing

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

Principal terms of the Master Leasing Agreement

Date: 11 April 2014

Parties: NWD and the Company

General terms for the

Leasing Transactions:

The relevant members of the Group and the relevant

members of the NWD Group may from time to time

enter into Definitive Leasing Agreement(s) in

relation to any Leasing Transactions upon, and

subject to, the terms and conditions in compliance

with the Master Leasing Agreement as may be agreed

between the relevant members of the Group and the

relevant members of the NWD Group. All existing

agreements between the relevant members of the

Group and the relevant members of the NWD Group

in respect of the Leasing Transactions (to the extent

which covers the Leasing Transactions after the

Leasing Renewal Date) will be treated as Definitive

Leasing Agreements made pursuant to the Master

Leasing Agreement as from the Leasing Renewal

Date.

With effect from the Leasing Renewal Date, the

Leasing Transactions shall be conducted:

(a) in the usual and ordinary course of business of

the Company and NWD;
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(b) on normal commercial terms; and

(c) in compliance with all applicable provisions of

the Listing Rules (including the New Leasing

Annual Caps), the applicable laws, the Master

Leasing Agreement and the relevant Definitive

Leasing Agreement.

We noted from the Board Letter that the

consideration for each Definitive Leasing

Agreement will be determined in the following

manner (collectively, the ‘‘Quotation Procedures For

Leasing’’):

(a) For new rental services, the lessee will approach

the lessor for on-site visit for the available

property, and the lessee will verbally request for

a quote if it wishes to proceed with the lease.

(b) For both new and renewed rental services, a

quote will be provided by lessor in form of

standard lease agreement.

(c) In cases where the Group is the lessee, it may,

through its operational and technical

departments, consider either to accept the

quote which is either better than or equal to

the currently available market comparative

quotes obtained by the Group as lessee for

similar properties (with comparable conditions

including but not limited to location, usable

space, available facilities, quality and rental

period), which are also compared against at

least two public quotation of the real estate

agencies, and proceed with the lease or reject the

quote and decline to proceed further.
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(d) In cases where the Group is the lessor, it will

provide to the lessee a quote which is either

better than or equal to the currently available

market comparative quotes from the Group as

lessor for similar properties (with comparable

conditions including but not limited to location,

usable space, available facilities, quality and

rental period), which are also compared against

at least two public quotation of the real estate

agencies. The lessee may consider either to

accept the quote and proceed with the lease or

reject the quote and decline to proceed further.

Duration: The Master Leasing Agreement shall continue to be

effective up to and including 30 June 2020. Subject to

compliance with the then relevant requirements of

the rules of any stock exchange to which either party

to the Master Leasing Agreement is subject to,

including, but not limited to, the Listing Rules or,

alternatively, any waiver obtained from strict

compliance with such requirements, upon

expiration of the initial term or subsequent renewal

term, the Master Leasing Agreement will be

automatically renewed for a successive period of

three years thereafter (or such other period permitted

under the Listing Rules), unless terminated earlier in

accordance with the Master Leasing Agreement.

In assessing the fairness and reasonableness of the terms of the Master

Leasing Agreement, we have obtained and reviewed three samples of the leasing

agreements entered into by the Group with other landlords who are independent

third parties of the Company, and compared with the leasing agreements entered

into by the Group with the NWD Group of which the relevant premises are

comparable in usable size and available facilities. We are given to understand

from the Company that the leasing agreements under the Master Leasing

Agreement involved five cities, and the three samples were from two cities with the

highest annual revenue amounts in financial year ended 30 June 2016. Therefore

we are of the view that the selection basis of the sample size is representable. We

noted that the terms offered by the NWD Group are no less favorable than those

offered by other landlords. We have also interviewed with the management of the

Company in relation to the consideration for each Definitive Leasing Agreement

and we have been briefed about the procedures of arriving the quotes for the

leasing transactions under the Master Leasing Agreement. Additionally we are

given to understand from the Company’s management that the Quotation

Procedures For Leasing are followed by, among others, district director office,

administration and project department, business development department, legal
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affairs department, finance department and CEO office of the Group for entering

the leasing transactions under the Master Leasing Agreement and senior

management of the Company would review the work done by relevant staff to

ensure that all the internal control policies and the Quotation Procedures For

Leasing are properly performed by responsible staff and the comparative quotes

obtained by the Group represent the market rates with reference to the public

researches regarding the property market in the PRC and public quotation of

independent real estate agencies. The decision for whether accepting or rejecting

the quotes will be made by the senior management of the Company upon the

above mentioned procedures. We are given to understand from the Company that

the Company performs internal control assessment from time to time. We have

obtained and reviewed the latest internal control assessment approved and signed

by, among others, the CEO of the Group and no deviation from the above

mentioned procedures were noted.

Having considered that (i) the internal control assessment adopted by the

Company; (ii) on-site visit for the property will be performed by the Company for

new rental services; (iii) the quotes will be compared to the market comparative

quotes and also compared against sufficient numbers i.e. at least two public

quotation of the real estate agencies; and (iv) the work done in relation to the

Quotation Procedures For Leasing will be reviewed by the senior management of

the Company to ensure that the Quotation Procedures For Leasing are properly

complied with, we are of the view that the internal control assessment and

Quotation Procedures For Leasing are sufficient to ensure that the quotation will

be comparable to the market rates.

Given that (i) The Quotation Procedures For Leasing have been in place for

the leasing transactions as a set of guideline for the Company to follow; (ii)

internal control assessment is performed by the Company from time to time; and

(iii) the terms offered by the NWD Group are no less favorable than those offered

by other landlords as observed from the samples obtained, we are of the view that

the terms of the Master Leasing Agreement are on normal commercial terms and

are fair and reasonable so far as the Independent Shareholders are concerned.

New Leasing Annual Caps

As set out in the Board Letter, the New Leasing Annual Cap for each of the

three financial years ending 30 June 2020 is RMB355,660,000, RMB373,178,000

and RMB384,374,000, respectively.

As advised by the Company, the New Leasing Annual Caps have been

determined based on historical transaction amounts under the Master Leasing

Agreement, the terms of the leases and the expected addition of one to two new

Stores annually, subject to the then market condition and economic factors.

We noted that the annual cap for the year ended 30 June 2017 under the

Master Leasing Agreement was RMB593,000,000 (the ‘‘2017 Annual Cap’’). The

New Leasing Annual Caps for the year ending 30 June 2018 represents a decrease
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of approximately 40.0% as compared to the 2017 Annual Cap, while the New

Leasing Annual Caps for the year ending 30 June 2019 represents an increase of

approximately 4.9% as compared to the New Leasing Annual Caps for the year

ending 30 June 2018, and the New Leasing Annual Cap for the year ending 30

June 2020 represents an increase of approximately 3.0% as compared to the New

Leasing Annual Cap for the year ending 30 June 2019.

As set out in the Board Letter, the aggregate transaction amounts under the

Master Leasing Agreement for the Company for each of the two financial years

ended 30 June 2016 and the six months ended 31 December 2016 were

approximately RMB315,398,000, RMB275,604,000 and RMB127,700,000,

respectively. The historical transaction amount for the year ended 30 June 2016

represented a decrease of approximately 12.6% as compared with that for the

financial year ended 30 June 2015.

As advised by the Company, the historical transaction amount for the six

months ended 31 December 2016 of RMB127,700,000, represented a decrease of

approximately 29.7% as compared to the historical transaction amount for the

same period in the previous year which amounted to RMB181,679,000.

As noted from the annual report of the Company for the year ended 30 June

2016 (the ‘‘AR2016’’), Consumption Upgrade is one of the important agendas in

the ‘‘13th Five-Year Plan’’, which envisions to unleash domestic consumption by

improving the consumption environment, thus giving momentum to the overall

economic growth. With the launch of the ‘‘two-child policy’’ and the new

urbanization policy, added with favourable factors such as the emergence of the

middle class, China’s consumption market will receive powerful support in the

long run. To capture future opportunities, the Company will continue to

implement its expansion strategies for both self-owned stores and managed

stores. As of 31 December 2016, the Company operated and managed 37 self-

owned stores and five managed stores, compared to 37 self-owned stores and four

managed stores as of 30 June 2016. The total GFA of 1,646,880 sq.m. as of 31

December 2016 represented a slightly increase of 2.0% compared to the total GFA

of about 1,614,180 sq.m. as of 30 June 2016.

Meanwhile, as noted from the AR2016, the rental income increased slightly

by approximately 0.1% to approximately HK$639.5 million for the financial year

ended 30 June 2016 from approximately HK$638.7 million for the financial year

ended 30 June 2015, mainly due to expanded rentable area and improved tenant

mix, which was partially offset by the reduced rentable area as a result of the

closure or downsizing of certain stores. The operating lease rental expense

decreased by approximately 2.3% to HK$1,163.9 million for the financial year

ended 30 June 2016 from approximately HK$1,191.7 million for the financial year

ended 30 June 2015 primarily due to the reduction of rental rates for certain leased

properties and the closure of certain department stores.
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We also noted from the website of the National Bureau of Statistics of China

(www.stats.gov.cn) that the gross domestic products in the PRC (‘‘GDP’’) has

increased by approximately 6.7% from the year 2015 to the year 2016 and the

retail sales of consumer goods in the PRC has increased by approximately 10.4%

from the year 2015 to the year 2016.

We have performed market research on the future growth rate of the retail

rent, and we noted from a research report from CBRE based on publicly available

source that the retail rent is in an upward trend and will increase by around 2% in

Tier 1 cities, such as Beijing and Shanghai, in 2017. In view of the stable growth in

GDP and the expected retail rent growth in Tier 1 cities, we are of the view that

the increase in the New Leasing Annual Caps from the year 2018 to the year 2020

is reasonable.

Having considered (i) the historical transactions amount under the Master

Leasing Agreement; (ii) the Consumption Upgrade and the new urbanization

policy in China; (iii) the key business indicator and operation results of the Group

with reference to the increasing total GFA and total number of stores as of 31

December 2016, the relatively stable rental incomes; and (iv) the growth in GDP

and the recent growth of retail sales of consumer goods, we are of the view that

the bases adopted to determine the New Leasing Annual Caps are fair and

reasonable so far as the Company and the Independent Shareholders are

concerned.

(B) Renewal of the Master Concessionaire Counter Agreement

Background and reasons for the renewal of the Master Concessionaire Counter

Agreement

On 22 March 2012, the Company and CTFJ entered into the Master

Concessionaire Counter Agreement in relation to the Concessionaire

Transactions, which was subsequently automatically renewed for a successive

period of three years commencing from 1 July 2014. As such, the Master

Concessionaire Counter Agreement will expire on 30 June 2017. Subject to the

compliance of the Listing Rules by the Company and CTFJ, the Master

Concessionaire Counter Agreement will be automatically renewed for a

successive period of three years from the Concessionaire Renewal Date.

As set out in the Board Letter, members of the Group had in the past entered

into, and are expected from time to time to enter into, concessionaire

arrangements or rental agreements with members of the CTFJ Group in

relation to retailing counters for the sale of jewelry products and watches by

the CTFJ Group at properties in the PRC owned by, or leased to, the Group or at

which the Group operates its business under the Master Concessionaire Counter

Agreement.
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The Group and the CTFJ Group wish to continue the concessionaire

arrangements or rental agreements and may from time to time enter into new

concessionaire arrangements or rental agreements in relation to the

Concessionaire Transactions. The Master Concessionaire Counter Agreement

was automatically renewed for a successive period of three years commencing

from 1 July 2014 and will expire on 30 June 2017. Accordingly, the Company and

CTFJ agree to renew the Master Concessionaire Counter Agreement upon the

expiry of its renewal term on 30 June 2017 for a further term of three years, i.e. up

to and including 30 June 2020. The Directors believe that including CTFJ as one

of the concessionaire counters in the Stores enhances the Company’s brand and

product mix and raises the image and profile of such Stores.

Having considered that (i) it is the Group’s operational strategy to optimize

the merchandise mix; (ii) the terms of the Master Concessionaire Counter

Agreement have been negotiated on an arm’s length basis; and (iii) the reputation

of CTFJ within the PRC which can incur positive impact for the product mix of

the Stores and hence raise the image and profile of the Group, we concur with the

view of the Directors that the renewal of the Master Concessionaire Counter

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

Principal terms of the Master Concessionaire Counter Agreement

Date: 22 March 2012

Parties: CTFJ and the Company

General terms for the

Concessionaire

Transactions:

Members of the Group and the CTFJ Group may

from time to time enter into Definitive

Concessionaire Agreement(s) in relation to any

Concessionaire Transactions upon, and subject to,

the terms and conditions in compliance with the

Master Concessionaire Counter Agreement as may

be agreed between the relevant members of the

Group and the CTFJ Group. All the then existing

agreements between the relevant members of the

Group and the CTFJ Group in respect of the

Concessionaire Transactions (to the extent which

covers the Concessionaire Transactions after the

Concessionaire Renewal Date) will be treated as

Definitive Concessionaire Agreements made

pursuant to the Master Concessionaire Counter

Agreement as from the Concessionaire Renewal

Date.

With effect from the Concessionaire Renewal Date,

the Concessionaire Transactions shall be conducted:
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(a) in the usual and ordinary course of business of

the Company and CTFJ;

(b) on normal commercial terms; and

(c) in compliance with all applicable provisions of

the Listing Rules (including the New

Concessionaire Annual Caps), the applicable

laws, the Master Concessionaire Counter

Agreement and the relevant Definitive

Concessionaire Agreement.

Duration: The Master Concessionaire Counter Agreement

commenced on the Concessionaire Effective Date,

renewed for a successive period of three years

commencing from 1 July 2014 and will expire on 30

June 2017. Subject to compliance with the then

relevant requirements of the rules of any stock

exchange to which either party to the Master

Concessionaire Counter Agreement is subject to,

including, but not limited to, the Listing Rules or,

alternatively, any waivers obtained from strict

compliance with such requirements, upon

expiration of the initial term or subsequent renewal

term, the Master Concessionaire Counter Agreement

will be automatically renewed for a successive period

of three years thereafter (or such other period

permitted under the Listing Rules), unless

terminated earlier in accordance with the Master

Concessionaire Counter Agreement.

Subject to the approval of the Independent

Shareholders of the renewal of the Master

Concessionaire Counter Agreement, the

Concessionaire Transactions and the New

Concessionaire Annual Caps at the EGM, the

Master Concessionaire Counter Agreement will be

automatically renewed on 1 July 2017 for three years

ending 30 June 2020.

We noted from the Board Letter that the consideration for each Definitive

Concessionaire Agreement will be determined in the following manner

(‘‘Quotation Procedures For Concessionaires’’): a quote, which is either better (to

the Group) than or equal to at least two other quotes for the concessionaire

counters given to the independent third parties by the Group, will be provided by

the relevant member of the Group. Such quote will be determined with reference

to the location, usable space, available facilities, quality and rental period of the
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concessionaire counters; the relevant member of the CTFJ Group may, through

its operational and technical departments, either accept the quote and proceed

with the concessionaire arrangement or reject the quote and decline to proceed

further, based on the relevant policies and other quote(s) for similar

arrangement(s) obtained from independent third parties in the market. The

management of the Group will determine the consideration and terms of the

transactions under each Definitive Concessionaire Agreement, and will generally

review such terms annually to determine whether adjustments shall be made.

In assessing the fairness and reasonableness of the terms of the Master

Concessionaire Counter Agreement, we have obtained and reviewed three samples

of the concessionaire counter agreements entered into by the Company with other

concessionaires who are independent third parties of the Company, and compared

with the concessionaire counter agreements entered into by the Company and the

CTFJ Group of which the counters are comparable in scale. We are given to

understand from the Company that the terms offered by the Group to similar

jewellery retailers mainly depend on the popularity of their brand names and

terms offered to comparative jewellery retailers instead of the location of the

department store which only have little effects on the contract terms. As advised

by the Company, the samples we selected have covered all comparable jewellery

brands who have signed concessionaire counter agreement with the Company.

Therefore we are of the view the selection basis of the sample size is representable.

We noted that the relevant terms offered by the Group to CTFJ Group are

comparable to those available to the third party concessionaires.

We have interviewed with the management of the Company in relation to the

consideration for each Definitive Concessionaire Agreement and we have been

briefed about the procedures of arriving the quotes for the former concessionaire

transactions under the Master Concessionaire Counter Agreement. Additionally

we are given to understand from the Company’s management that the Quotation

Procedures For Concessionaires are followed by, among others, store commercial

department, store GM office, district commercial department, district GM office

of the Group for entering the concessionaire transactions under the Master

Concessionaire Agreement and senior management of the Company would review

the work done by relevant staff to ensure that all the internal control policies and

the Quotation Procedures For Concessionaires are properly performed by

responsible staff. The decision for whether accepting or rejecting the quotes will

be made by the senior management of the Company upon the above mentioned

procedures. We are given to understand from the Company that the Company

performs internal control assessment from time to time. We have obtained and

reviewed the latest internal control assessment approved and signed by, among

others, the CEO and no deviation from the above mentioned procedures were

noted.

Having considered that (i) the internal control assessment adopted by the

Company; (ii) the quotes will be compared to the market comparative quotes and

also compared against sufficient numbers i.e. at least two public quotations of
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independent third parties; and (iii) the work done in relation to the Quotation

Procedures For Concessionaires will be reviewed by the senior management of the

Company to ensure that the Quotation Procedures For Concessionaires are

properly complied with, we are of the view that the internal control assessment

and Quotation Procedures For Concessionaires are sufficient to ensure that the

quotation will be comparable to the market rates.

Given that (i) The Quotation Procedures For Concessionaires have been in

place for the concessionaire transactions as a set of guideline for the Company to

follow; (ii) internal control assessment is performed by the Company from time to

time; and (iii) the relevant terms offered by the Group to CTFJ Group are

comparable to those available to the third party concessionaires, we are of the

view that the terms of the Master Concessionaire Counter Agreement are on

normal commercial terms and the renewal of the Master Concessionaire Counter

Agreement is fair and reasonable so far as the Company and the Independent

Shareholders are concerned.

New Concessionaire Annual Caps

The New Concessionaire Annual Caps for each of the three years ending 30

June 2020 are RMB129,551,000, RMB135,912,000 and RMB159,902,000,

respectively.

As noted from the Board Letter, the New Concessionaire Annual Caps have

been determined based on the terms of the existing concessionaire counter

agreements, the historical transaction amounts under the Master Concessionaire

Counter Agreement, the expected increase of sales of each of the concessionaire

counters of the CTFJ Group, along with the additional floor space and the

number of new concessionaire counters which members of the CTFJ Group might

enter into with members of the Group.

We noted that the annual cap for the year ended 30 June 2017 under the

Master Concessionaire Counter Agreement was RMB345,000,000 (the ‘‘2017

Concessionaire Annual Cap’’). The New Concessionaire Annual Cap for the year

ending 30 June 2018 represents a decrease of approximately 62.4% as compared

with 2017 Concessionaire Annual Cap; while the New Concessionaire Annual Cap

for the year ending 30 June 2019 represents an increase of approximately 4.9% as

compared with that for the year ending 30 June 2018 and the New Concessionaire

Annual Cap for the year ending 30 June 2020 represents an increase of

approximately 17.7% as compared with that for the year ending 30 June 2019.

As advised by the Company, it is expected that the concessionaire commission

rates will remain stable and the increase in the New Concessionaire Annual Caps

for the three years ending 30 June 2020 were mainly determined based on the

expected increase in sales of the concessionaire counters and the expected increase

in the sales floor area of the CTFJ Group.

LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

– 31 –



As further noted from the Board Letter, the aggregate transaction amounts

payable by the CTFJ Group to the Group (as subsidiaries of NWD) under the

Master Concessionaire Counter Agreement for each of the two years ended 30

June 2016 and the six months ended 31 December 2016 were approximately

RMB81,843,000, RMB63,201,000 and RMB30,084,000, respectively. The

transaction amount for the year ended 30 June 2016 represented a decrease of

approximately 22.8% as compared with that for the year ended 30 June 2015.

As advised by the Company, transaction amounts under the Master

Concessionaire Counter Agreement amounted to approximately RMB30,084,000

for the six months ended 31 December 2016 represented a decrease of

approximately 30.0% as compared to the transaction amounts under the Master

Concessionaire Counter Agreement for the same period in the previous year which

amounted to approximately RMB42,972,000.

As noted from the AR2016, commission income from concessionaire sales is

one of the major sources of income of the Group which accounted for

approximately 54.0% of the total revenue of the Group for the year ended 30

June 2016. Gross revenue from concessionaire sales decreased from approximately

HK$13,502.2 million for the year ended 30 June 2015 to approximately

HK$11,223.9 million for the year ended 30 June 2016, representing an annual

decrease of approximately 16.9%.

We are given to understand that the commission income derived from the

concessionaire counters operated by the CTFJ Group is directly related to the

number of its concessionaire counters and the sales performance of these counters.

According to the annual report of CTFJ for the year ended 31 March 2016 (the

‘‘CTFJ AR2016’’), for the year ended 31 March 2016, the CTFJ Group’s revenue

recorded a decrease of 12.0% to HK$56,591.5 million, and the concessionaire fees

of jewellery business in Mainland China recorded a decrease of 13.9% to

HK$1,787.8 million. In addition, the same store sales growth and same store sales

volume growth of CTFJ’s jewellery business in Mainland China experienced a

negative 10.3% and a negative 8.9%, respectively for the same period. However,

taking into account the relatively stable fundamentals, continuous urbanization

and the ever-growing middle-class in the region, we believe that Mainland China

will stay the course on sustainable growth.

As noted in the Board Letter, CTFJ is one of the largest jewellers in Hong

Kong, Macau and the PRC by market share with a heritage of over 80 years. The

CTFJ Group is a leading jeweller in the Mainland of China, Hong Kong and

Macau with an extensive retail network of over 2,300 points of sale in more than

500 cities in in Greater China, Singapore, Malaysia, South Korea and the United

States. Its principal products are mass luxury jewellery and high-end luxury

jewellery products including gem-set jewellery, gold product and platinum and

karat gold product; and watch. According to CTFJ AR2016, CTFJ is the leading

jeweller in the PRC, Hong Kong and Macau and has become the largest jeweller

listed in Hong Kong by market capitalization.
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Further noted from the CTFJ AR2016, at the end of March 2016, the number

of point of sales (‘‘POS’’) totaled at 2,319, with an increase of 62 POS or

approximately 2.7% from the last financial year. CTFJ’s net POS openings in

FY2017 shall be similar to that of last year in Mainland China and CTFJ will be

more selective and targeted in opening new POS and consolidate existing retail

network. As CTFJ’s omni-channel retailing model develops, CTFJ no longer

connecting with customers only through our physical stores, CTFJ Group intends

to integrate online and offline resources to direct traffic to our distribution

channels through an omni-channel strategy empowered by digital marketing.

We have researched from the website of the National Bureau of Statistics of

China that the retail sales of gold, silver and jewellery in the PRC experienced a

year on year growth of approximately 7.3% in 2015 and the retail sales of gold,

silver and jewellery in 2016 was similar to the level of that in 2015. As CTFJ’s

main business is jewellery retailing, the retail sales of gold, silver and jewellery in

the PRC will be a strong indicator of their performance in the PRC, of which the

transaction amounts of concessionaire agreement largely depends on. In view of

the stable growth in GDP and the retail sales of gold silver and jewellery in the

PRC for the year 2015 and 2016, we believe the growth trend will be sustainable

and therefore the increase of the New Concessionaire Annual Caps from the year

2018 to the year 2020 is reasonable.

Having considered (i) the historical transactions amount under the Master

Concessionaire Counter Agreement; (ii) commission income from concessionaire

sales is one of the major sources of income of the Group; (iii) the historical

concession fees incurred by the CTFJ Group; (iv) CTFJ is one of the largest

jewellers in Hong Kong, Macau and the PRC by market share; and (v) the

expected sustainable growth of economy in Mainland China and the recent trend

of retail sales of gold, silver and jewellery in the PRC, we are of the view that

bases adopted to determine the New Concessionaire Annual Caps are fair and

reasonable so far as the Independent Shareholders are concerned.

RECOMMENDATION

Having considered the above principal factors and reasons, we are of the view that the

Leasing Transactions and the Concessionaire Transactions are conducted in the ordinary

and usual course of business of the Group and the terms and conditions of the (i) Master

Leasing Agreement including the New Leasing Annual Caps; and (ii) the Master

Concessionaire Counter Agreement including the New Concessionaire Annual Caps, are

on normal commercial terms, fair and reasonable so far as the Independent Shareholders

are concerned and in the interests of the Group and the Shareholders as a whole.

Accordingly, we advise the Independent Board Committee to recommend the Independent

Shareholders, and we also recommend the Independent Shareholders, to vote in favour of
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the relevant resolutions for approving the renewal of Master Leasing Agreement including

the New Leasing Annual Caps, and the renewal of the Master Concessionaire Counter

Agreement including the New Concessionaire Annual Caps and the transactions

contemplated thereunder respectively.

Yours faithfully,

For and on behalf of

SPDB International Capital Limited

Mabel Lam

Managing Director

Note: Ms. Mabel Lam is a licensed person registered with the Securities and Future Commission of Hong

Kong and a responsible officer of SPDB International Capital Limited to carry out type 1 (dealing in

securities) and type 6 (advising on corporate finance) regulated activities under the SFO and has over 14

years of experience in corporate finance industry.
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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 contained in this circular or this circular misleading.

2. DISCLOSURE OF DIRECTORS’ INTERESTS

As of the Latest Practicable Date, the interests and short positions of the Directors and

chief executive of the Company in the shares, underlying shares and debentures of the

Company and any of its associated corporations (within the meaning of Part XV of the

SFO) as recorded in the register required to be kept by the Company under Section 352 of

the SFO or, as otherwise notified to the Company and the Stock Exchange pursuant to

Divisions 7 and 8 of Part XV of the SFO or the Model Code for Securities Transactions by

Directors of Listed Issuers (the ‘‘Model Code’’) as follows:

(a) Long positions in shares

Capacity

Nature of

interest

Number of

shares held Total

Approximate

percentage of

shareholding

(direct or

indirect)

NWS Holdings Limited

(Ordinary shares of

HK$1.00 each)

Dr. Cheng Kar Shun,

Henry

Beneficial owner Personal

interest

18,349,571 30,349,571 0.79

Controlled

Corporation

Corporate

interest

12,000,000(1)

Note:

(1) These shares are beneficially owned by a company wholly-owned by Dr. Cheng Kar Shun,

Henry.
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(b) Long positions in underlying shares — share options

(i) NWD

Name Date of grant

Exercisable

period

Number of

share options

held

Exercise price

per share

(Notes) HK$

Dr. Cheng Kar Shun, Henry 10 June 2016 (3) 10,675,637 7.540

Dr. Cheng Chi Kong, Adrian 9 March 2016

10 June 2016

(2)

(3)

4,500,000

3,736,471

7.200

7.540

Mr. Au Tak Cheong 22 January 2014

10 June 2016

(1)

(3)

532,982

1,016,693

9.756

7.540

Notes:

(1) Divided into 4 tranches exercisable from 22 January 2014, 22 January 2015, 22 January

2016 and 22 January 2017 respectively to 21 January 2018.

(2) Divided into 4 tranches exercisable from 9 March 2016, 9 March 2017, 9 March 2018

and 9 March 2019, respectively to 8 March 2020.

(3) Divided into 4 tranches exercisable from 10 June 2016, 10 June 2017, 10 June 2018 and

10 June 2019 respectively to 9 June 2020.

(4) The cash consideration paid by each Director for grant of the share options is

HK$10.00.

(ii) NWS Holdings Limited

Name Date of grant

Exercisable

period

Number of

share options

held

Exercise price

per share

(Note) HK$

Dr. Cheng Kar Shun, Henry 9 March 2015 (1) 7,417,691 14.126

Notes:

(1) 60% of the share options are exercisable from 9 May 2015 to 8 March 2020 while the

remaining 40% of the share options are divided into 2 tranches exercisable from 9

March 2016 and 9 March 2017 respectively to 8 March 2020.

(2) The cash consideration paid by the above Director for each grant of the share options is

HK$10.00.
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Save as disclosed above, as of the Latest Practicable Date, none of the

Directors and chief executive of the Company or any of their respective associates

had any interest or short position in the shares, underlying shares or debentures of

the Company or any of its associated corporation (within the meaning of Part XV

of the SFO) as recorded in the register required to be kept by the Company under

section 352 of the SFO or, as otherwise notified to the Company and the Stock

Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO or the Model

Code.

3. DISCLOSURE OF INTEREST OF SUBSTANTIAL SHAREHOLDERS

So far as the Directors were aware, as of the Latest Practicable Date, the following

persons (other than the Directors or chief executives of the Company) had interests or short

positions in the shares or underlying shares of the Company as recorded in the register

required to be kept by the Company under section 336 of the SFO, which fell to be disclosed

to the Company under Divisions 2 and 3 of Part XV of the SFO:

Name Capacity

Nature of

interest

Number of

shares held Total

Approximate

percentage of

shareholding

(direct or

indirect)

Cheng Yu Tung Family

(Holdings) Limited

(‘‘CYTFH’’)(1)

Controlled

corporation

Corporate

interest

1,218,900,000 1,218,900,000 72.29

Cheng Yu Tung Family

(Holdings II) Limited

(‘‘CYTFH-II’’)(2)

Controlled

corporation

Corporate

interest

1,218,900,000 1,218,900,000 72.29

Chow Tai Fook Capital

Limited (‘‘CTFC’’)(3)
Controlled

corporation

Corporate

interest

1,218,900,000 1,218,900,000 72.29

Chow Tai Fook

(Holding) Limited

(‘‘CTFH’’)(4)

Controlled

corporation

Corporate

interest

1,218,900,000 1,218,900,000 72.29

CTFE(5) Controlled

corporation

Corporate

interest

1,218,900,000 1,218,900,000 72.29

NWD Beneficial

owner

— 1,218,900,000 1,218,900,000 72.29

Notes:

(1) CYTFH holds 48.98% direct interest in CTFC and is accordingly deemed to have an interest in the

shares of the Company interested by or deemed to be interested by CTFC.

(2) CYTFH-II holds 46.65% direct interest in CTFC and is accordingly deemed to have an interest in

the shares of the Company interested by or deemed to be interested by CTFC.

(3) CTFC holds 81.03% direct interest in CTFH and is accordingly deemed to have an interest in the

shares of the Company interested by or deemed to be interested by CTFH

(4) CTFH holds 100% direct interest in CTFE and is accordingly deemed to have an interest in the

shares of the Company interested by or deemed to be interested by CTFE.
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(5) CTFE together with its subsidiaries have interest in more than one-third of the issued shares of

NWD and is accordingly deemed to have an interest in the shares of the Company interested by or

deemed to be interested by NWD.

4. MATERIAL ADVERSE CHANGE

As of the Latest Practicable Date, the Directors were not aware of any material adverse

change in the financial or trading position of the Group since 30 June 2016, being the date

to which the latest published audited financial statements of the Group were made up.

5. DIRECTORS’ SERVICE CONTRACTS

As of the Latest Practicable Date, none of the Directors had entered, or proposed to

enter, into a service contract with any member of the Group, other than service contracts

expiring or determinable by the relevant member of the Group within one year without

payment of compensation other than statutory compensation.

6. DIRECTORS’ INTERESTS IN ASSETS

As of the Latest Practicable Date, none of the Directors had any direct or indirect

interests in any assets which have been acquired or disposed of by, or leased to, or which

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

since 30 June 2016, being the date to which the latest published audited financial statements

of the Group were made up.

7. DIRECTORS’ INTERESTS IN CONTRACTS

None of the Directors was materially interested in any contract or arrangement

subsisting as of the Latest Practicable Date which is significant in relation to the business of

the Group.

8. DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As of the Latest Practicable Date, none of the Directors, and their respective close

associates has interest in any business apart from the Group’s businesses which competes or

is likely to compete, either directly or indirectly, with the business of the Group.
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9. COMMON DIRECTORS

As at the Latest Practicable Date, the following Directors were also directors of the

companies which had interests or short positions in the shares or underlying shares of the

Company which would fall to be disclosed to the Company under the provisions of

Divisions 2 and 3 of Part XV of the SFO:

Name of common director Name of company

Dr. Cheng Kar Shun, Henry Cheng Yu Tung Family (Holdings) Limited

Dr. Cheng Kar Shun, Henry Cheng Yu Tung Family (Holdings II) Limited

Dr. Cheng Kar Shun, Henry Chow Tai Fook Capital Limited

Dr. Cheng Kar Shun, Henry

Dr. Cheng Chi Kong, Adrian

Chow Tai Fook (Holding) Limited

Dr. Cheng Kar Shun, Henry

Dr. Cheng Chi Kong, Adrian

Chow Tai Fook Jewellery Group Limited

Dr. Cheng Kar Shun, Henry

Dr. Cheng Chi Kong, Adrian

CTFE

Dr. Cheng Kar Shun, Henry

Dr. Cheng Chi Kong, Adrian

Mr. Au Tak Cheong

NWD

10. EXPERT AND CONSENT

The following are the qualifications of the expert who has given opinion or advice

which is contained in this circular:

Name Qualification

SPDB International

Capital Limited

a corporation licensed to carry out type 1 (dealing in

securities) and type 6 (advising on corporate finance))

regulated activities under the SFO

SPDBI has given and has not withdrawn its written consent to the issue of this circular

with the inclusion of its letter and references to its name in the form and context in which

they appear.

As of the Latest Practicable Date, SPDBI did not have any direct or indirect interest in

any assets which had since 30 June 2016 (being the date which the latest published audited

financial statements of the Company were made up) been acquired or disposed of by or

leased to, or which were proposed to be acquired or disposed of by or leased to, any member

of the Group. As of the Latest Practicable Date, SPDBI was not beneficially interested in
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the share capital of any member of the Group, nor had any right, whether legally

enforceable or not, to subscribe for or to nominate persons to subscribe for securities in any

member of the Group.

11. GENERAL

In the event of any inconsistency, the English language text of this circular shall prevail

over the Chinese language text.

12. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal

business hours on Monday to Friday (other than public holidays) at the head office and

principal place of business of the Company in Hong Kong at 7th Floor, 88 Hing Fat Street,

Causeway Bay, Hong Kong from the date of this circular up to and including the date of the

EGM:

(a) the Master Leasing Agreement;

(b) the Master Concessionaire Counter Agreement;

(c) the written consent as referred to under the paragraph headed ‘‘Expert and

consent’’ in this appendix;

(d) the letter of recommendation from the Independent Board Committee to the

Independent Shareholders, the text of which is set out in the section headed

‘‘Letter from the Independent Board Committee’’ of this circular;

(e) the letter of advice from the Independent Financial Adviser to the Independent

Board Committee and the Independent Shareholders, the text of which is set out

in the section headed ‘‘Letter from the Independent Financial Adviser’’ of this

circular; and

(f) this circular.
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NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the ‘‘Meeting’’)

of the shareholders of New World Department Store China Limited (the ‘‘Company’’) will

be held at Meeting Room N201A, Level 2, Hong Kong Convention and Exhibition Centre,

1 Expo Drive, Wanchai, Hong Kong (Expo Drive Entrance) on Thursday, 25 May 2017 at

12 : 15 p.m. for the purpose of considering and, if thought fit, passing (with or without

modifications) the following resolutions as ordinary resolutions of the Company:

ORDINARY RESOLUTIONS

1. ‘‘THAT:

(a) the renewal of the Master Leasing Agreement (as defined and described in the

circular of the Company dated 8 May 2017 (the ‘‘Circular’’), a copy of the

Circular marked ‘‘A’’ together with a copy of the Master Leasing Agreement

marked ‘‘B’’ are tabled before the Meeting and initialed by the chairman of

the Meeting for identification purpose) and the Leasing Transactions as

defined and described in the Circular and the implementation thereof be and

are hereby approved, ratified and confirmed;

(b) the New Leasing Annual Caps as defined and described in the Circular in

respect of the consideration payable under the Master Leasing Agreement for

each of the three years ending 30 June 2020 be and are hereby approved; and

(c) any one director of the Company, or any two directors of the Company if the

affixation of the common seal is necessary, be and is/are hereby authorized

for and on behalf of the Company to execute all such other documents and

agreements and do all such acts and things as he/she or they may in his/her or

their absolute discretion consider to be necessary, desirable, appropriate or

expedient to implement and/or give effect to the renewal of the Master

Leasing Agreement and the transactions contemplated thereunder and all

matters incidental to, ancillary or incidental thereto.’’

2. ‘‘THAT:

(a) the renewal of the Master Concessionaire Counter Agreement (as defined and

described in the Circular of the Company dated 8 May 2017 (the ‘‘Circular’’),

a copy of the Circular marked ‘‘A’’ together with a copy of the Master

Concessionaire Counter Agreement marked ‘‘C’’ are tabled before the

Meeting and initialled by the chairman of the Meeting for identification

purpose) and the Concessionaire Transactions as defined and described in the

Circular and the implementation thereof be and are hereby approved, ratified

and confirmed;

NOTICE OF EGM

– 41 –



(b) the New Concessionaire Annual Caps as defined and described in the

Circular in respect of the consideration payable under the Master

Concessionaire Counter Agreement for each of the three years ending 30

June 2020 be and are hereby approved; and

(c) any one director of the Company, or any two directors of the Company if the

affixation of the common seal is necessary, be and is/are hereby authorized

for and on behalf of the Company to execute all such other documents and

agreements and do all such acts and things as he/she or they may in his/her or

their absolute discretion consider to be necessary, desirable, appropriate or

expedient to implement and/or give effect to the renewal of the Master

Concessionaire Counter Agreement and the transactions contemplated

thereunder and all matters incidental to, ancillary or incidental thereto.’’

By order of the board of

New World Department Store China Limited

Wu Yuk Kwai, Catherine

Company Secretary

Hong Kong, 8 May 2017
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Notes:

(1) Any member entitled to attend and vote at the Meeting is entitled to appoint more than

one proxy to attend and to vote instead of him. A proxy need not be a member of the

Company.

(2) Where there are joint registered holders of any share, any one of such persons may vote

at the Meeting, either personally or by proxy, in respect of such share as if he were

solely entitled thereto, but if more than one of such joint holders be present at the

Meeting personally or by proxy, that one of the said persons so present whose name

stands first on the register in respect of such share, shall alone be entitled to vote in

respect thereof.

(3) A form of proxy for use at the Meeting is enclosed.

(4) To be valid, the proxy form, together with the power of attorney or other authority, if

any, under which it is signed or a certified copy of such power or authority, must be

deposited at the branch share registrar and transfer agent of the Company in Hong

Kong at Tricor Investor Services Limited of Level 22, Hopewell Centre, 183 Queen’s

Road East, Hong Kong not less than 48 hours before the time appointed for holding

the Meeting or any adjournment thereof. Completion and return of the proxy form will

not preclude members from attending and voting in person at the Meeting.

(5) The register of members of the Company will be closed from Monday, 22 May 2017 to

Thursday, 25 May 2017, both days inclusive, during which period no transfer of shares

will be effected. In order to determine the entitlement to attend and vote at the EGM,

all share transfers accompanied by the relevant share certificates, must be lodged with

the Company’s share registrar, Tricor Investor Services Limited at Level 22, Hopewell

Centre, 183 Queen’s Road East, Hong Kong for registration not later than 4 : 30 p.m.

on Friday, 19 May 2017.

(6) The ordinary resolutions as set out above will be determined by way of a poll.

(7) In the event of any inconsistency, the English language text of this notice shall prevail

over the Chinese language text.

(8) As at the date of this notice, the non-executive directors of the Company are Dr. Cheng

Kar Shun, Henry, Mr. Au Tak Cheong and Ms. Ngan Man Ying, Lynda; the executive

directors of the Company are Dr. Cheng Chi Kong, Adrian and Mr. Cheung Fai Yet,

Philip; and the independent non-executive directors of the Company are Mr. Cheong

Ying Chew, Henry, Mr. Chan Yiu Tong, Ivan, Mr. Tong Hang Chan, Peter and Mr.

Yu Chun Fai.

NOTICE OF EGM

– 43 –


	COVER
	CONTENTS
	DEFINITIONS
	LETTER FROM THE BOARD
	LETTER FROM THE INDEPENDENT BOARD COMMITTEE
	LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
	APPENDIX GENERAL INFORMATION
	NOTICE OF EGM


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars true
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        14.173230
        14.173230
        14.173230
        14.173230
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




