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Crescendo Capital, the independent financial adviser to the Independent Shareholders, containing its advice to the Independent
Shareholders in relation to the Proposal is set out on pages 12 to 26 of this Scheme Document. An Explanatory Statement regarding
the Scheme is set out on pages 27 to 43 of this Scheme Document.

The action to be taken by the Independent Shareholders is set out on page 42 of this Scheme Document.
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IMPORTANT NOTICE

NOTICE TO US AREL SHAREHOLDERS

The Proposal is being made for the shares of AREL, a company incorporated in Hong Kong, and is
proposed to be implemented under a scheme of arrangement provided for under the Companies
Ordinance. A transaction effected by means of such a scheme of arrangement is not subject to the proxy
solicitation nor the tender offer rules under the United States Securities Exchange Act of 1934.
Accordingly, the Proposal will be subject to disclosure requirements and practices in Hong Kong, which
are different from the disclosure requirements of the US proxy solicitation rules and tender offer rules.
The financial information included in this Scheme Document has been prepared in accordance with
accounting standards in Hong Kong and thus may not be comparable to financial information of US
companies or companies whose financial statements are prepared in accordance with generally accepted
accounting principles in the United States. In addition, the settlement procedure with respect to the
Proposal will comply with the rules of the Takeovers Code and the Companies Ordinance, which differ
from US domestic settlement procedures in certain material respects, particularly with regard to the date
of payment of consideration.

It may be difficult for US holders of AREL Shares to enforce their rights and any claim arising out
of US federal securities laws, since the Offeror and AREL are located in a non-US jurisdiction, and some
or all of their officers and directors may be residents of non-US jurisdictions. US holders of AREL
Shares may not be able to sue a non-US company or its officers or directors in a non-US court for
violations of the US securities laws. Further, it may be difficult to compel a non-US company and its
affiliates to subject themselves to a US court’s judgment.

iii



DEFINITIONS

In this Scheme Document, the following expressions have the meanings set out below unless the

context requires otherwise:

“acting in concert”

“Announcement”

“AREL”

“AREL Board”

“AREL Director(s)”

“AREL Shareholders”

“AREL Shares”

“Articles”

“Associate(s)”

“Authorisations”

“Business Day”

“Cancellation Price”

“Class A AREL Shares”

“Class B AREL Shares”

has the meaning given in the Takeovers Code

the announcement dated 5 June 2019 jointly issued by the Offeror,
AREL and MIDL in relation to the Proposal

Aberdeen Restaurant Enterprises Limited, a company incorporated in
Hong Kong with limited liability

the board of directors of AREL

the director(s) of AREL

holders of AREL Shares

Class A AREL Shares and Class B AREL Shares which rank equally
with each other as to dividend, voting and return of capital or otherwise

under the Articles, and therefore are treated equally under the Scheme

the articles of association of AREL, as amended, supplemented or
otherwise modified from time to time

has the meaning given in the Takeovers Code

all necessary notifications, registrations, applications, filings,
authorisations, orders, recognitions, grants, consents, licences,
confirmations, clearances, permissions, no-action relief, exemption
relief, orders and approvals, and all appropriate waiting periods

(including extensions thereof), in connection with the Proposal

a day (excluding Saturday and Sunday) on which banks in Hong Kong
are open for business

a price of HK$8,895.76 per Scheme Share payable in cash to the Scheme
Shareholders pursuant to the Scheme

the Class A Ordinary Shares in the share capital of AREL

the Class B Ordinary Shares in the share capital of AREL



DEFINITIONS

“Crescendo Capital”

’

“Companies Ordinance’

“Company Secretary”

“Condition(s)”

“Court”

“Court Meeting”

“Court Order”

“Effective Date”

“EGM”

“Executive”

“Explanatory Statement”

“HK$”

Crescendo Capital Limited, a corporation licensed to carry out Type 6
(advising on corporate finance) regulated activities under the SFO,
which has been appointed as the independent financial adviser to advise
the Independent Shareholders on the Proposal

the Companies Ordinance (Cap. 622 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

the Company Secretary of AREL, being Mr. Leung Hoi Wai, Vincent

the condition(s) of the Proposal, as set out in the section headed
“Conditions of the Proposal” in the Explanatory Statement on pages 28
to 30 of this Scheme Document

the Hong Kong Court of First Instance

a meeting of the Scheme Shareholders to be convened at the direction of
the Court, at which the Scheme will be voted upon and which will be
held at the Jumbo Floating Restaurant, Shum Wan Pier Drive, Wong
Chuk Hang, Aberdeen, Hong Kong on Thursday, 12 September 2019 at
2:00 p.m., the notice of which is set out on pages 103 to 105 of this
Scheme Document, or any adjournment thereof

the order of the Court confirming the sanction of the Scheme as required
by Section 673 of the Companies Ordinance

the date on which the Scheme becomes effective in accordance with the
Companies Ordinance

the extraordinary general meeting of AREL to be held at 2:30 p.m. (or
as soon thereafter as the Court Meeting convened for the same date and
place shall have been concluded or adjourned) at the Jumbo Floating
Restaurant, Shum Wan Pier Drive, Wong Chuk Hang, Aberdeen, Hong
Kong on Thursday, 12 September 2019, to approve and give effect to the
Scheme including the approval of the reduction of the share capital of
AREL, the notice of which is set out on pages 106 to 108 of this Scheme
Document, or any adjournment thereof

the Executive Director of the Corporate Finance Division of the SFC or
any delegate of the Executive Director

the explanatory statement set out on pages 27 to 43 of this Scheme
Document issued in compliance with Section 671 of the Companies

Ordinance

Hong Kong dollar(s), the lawful currency of Hong Kong



DEFINITIONS

“Hong Kong”

s

“Independent Shareholders’

“Latest Practicable Date”

“Lego”

“Long Stop Date”

“Melco Nominees”

“Melco Services”

“MIDL”

“Offeror”

“Offer Period”

“PRC”

“Proposal”

“Record Date”

“Register”

“Relevant Authorities”

the Hong Kong Special Administrative Region of the PRC

AREL Shareholders other than the Offeror, Melco Nominees and Melco
Services and any other persons acting in concert with the Offeror

16 August 2019, being the latest practicable date prior to the printing of
this Scheme Document for ascertaining certain information contained
herein

Lego Corporate Finance Limited, a corporation licensed under the SFO
to conduct Type 6 (advising on corporate finance) regulated activity
under the SFO, the financial adviser to the Offeror in connection with
the Proposal

30 September 2019

Melco (Nominees) Limited, a company established under the laws of
Hong Kong which is a wholly owned subsidiary of MIDL

Melco Services Limited, a company established under the laws of the
British Virgin Islands which is a wholly owned subsidiary of MIDL

Melco International Development Limited, a company incorporated in
Hong Kong with limited liability and having its shares listed on the
Main Board of the Stock Exchange under stock code: 200

Melco Leisure and Entertainment Group Limited, a company established
under the laws of the British Virgin Islands which is a wholly owned
subsidiary of MIDL

the period from the date of the Announcement until the later of (i) the
Effective Date; (ii) the date on which the Scheme lapses; or (iii) the date
on which an announcement is made of the withdrawal of the Scheme

the People’s Republic of China

the proposal for the privatisation of AREL by the Offeror by way of the
Scheme as described in this Scheme Document

the Business Day immediately preceding the Effective Date, being the
record date for the purpose of determining the entitlement of the Scheme
Shareholders under the Scheme

the register of members of AREL

appropriate governments and/or governmental bodies, regulatory bodies,

courts or institutions (including the SFC)
3



DEFINITIONS

“Relevant Period”

“Scheme”

“Scheme Document”

“Scheme Share(s)”

“Scheme Shareholder(s)”

“Stock Exchange”

“SFC”

“SFO”

“Takeovers Code”

“US”

“%”

the period commencing on the date falling six months prior to the
commencement date of the Offer Period and ending on the Latest
Practicable Date

a scheme of arrangement under Section 673 of the Companies Ordinance
between AREL and the Scheme Shareholders involving the cancellation
of all the Scheme Shares as set out in this Scheme Document

this Scheme document, including each of the letters, statements,
appendices and notices in it, as may be amended or supplemented from
time to time

AREL Share(s) held by the Scheme Shareholder(s) on the Record Date

AREL Shareholders other than the Offeror, Melco Services and Melco
Nominees

The Stock Exchange of Hong Kong Limited

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from time to
time

the Hong Kong Code on Takeovers and Mergers

United States of America

per cent

All references in this Scheme Document to times and dates are references to Hong Kong times and

dates, except as otherwise specified.



EXPECTED TIMETABLE

The Proposal is being made for AREL Shares. AREL Shareholders should note that the
below expected timetable, which is dependent on all the Conditions being fulfilled and/or otherwise
waived (as the case may be) and the availability of the dates for the Court to hear the proceedings
for the sanction of the Scheme, is subject to change. Further announcement(s) will be made in the
event of any change to the expected timetable.

Hong Kong time

Latest time for lodging transfers of AREL Shares
to qualify for attending and voting at
the Court Meeting andthe EGM . ................. ... 4:30 p.m. on Wednesday, 4 September 2019

Register of AREL closed for determination of entitlements
of Independent Shareholders to attend and vote
at the Court Meeting and of AREL Shareholders
to attend and vote atthe EGM. ... ... ... .. ... ... ... . ... ... Thursday, 5 September 2019
to Thursday, 12 September 2019
(both days inclusive)

Latest time for Independent Shareholders to lodge forms of proxy in respect
of the Court Meeting (Note 1) ........................ 2:00 p.m. on Tuesday, 10 September 2019

Latest time for AREL Shareholders to lodge forms of proxy

in respect of the EGM (Note 1) ....................... 2:30 p.m. on Tuesday, 10 September 2019
Court Meeting (Note 1). . ..., 2:00 p.m. on Thursday, 12 September 2019
EGM (Note 1) . ... o e 2:30 p.m. on Thursday, 12 September 2019

(or as soon thereafter as the Court Meeting
shall have been concluded or adjourned)

Announcement of the results of the Court Meeting
andthe EGM........... ... ............ no later than 7:00 p.m. on Thursday, 12 September 2019

Latest time for lodging transfers of AREL Shares to qualify
for entitlements under the Scheme. . ................. 4:30 p.m. on Wednesday, 18 September 2019

Closure of the Register of AREL for determining the entitlement
of the Scheme Shareholders under the Scheme . ........ from Thursday, 19 September 2019 onwards

Court hearing of the petition to sanction the Scheme
(Note 2 and Note 3). . ..., 10:00 a.m. on Tuesday, 24 September 2019

Announcement of (i) the results of the Court hearing
of the petition to sanction the Scheme,
and (ii) the Effective Date. .. .............. no later than 7:00 p.m. on Tuesday, 24 September 2019

Record Date for determining the entitlement
of the Scheme Shareholders under the Scheme . .................... Tuesday, 24 September 2019



EXPECTED TIMETABLE

Effective Date (Note 4) . . ... .o Wednesday, 25 September 2019

Cheques for cash entitlements under the Scheme to be
despatched to AREL Shareholders. . ...................... on or before Tuesday, 8 October 2019

Notes:

1. Forms of proxy should be lodged, by hand or by post, with the Company Secretary of AREL, at 38th Floor, The Centrium,
60 Wyndham Street, Central, Hong Kong, as soon as possible and in any event no later than the times and dates stated
above. In the case of the pink form of proxy in respect of the Court Meeting, it may alternatively be returned by facsimile
at number (852) 3162 3579 (marked for the attention of “the Company Secretary”) or it may be handed to the chairman of
the Court Meeting at the Court Meeting if it is not so lodged. In order to be valid, the pink form of proxy for the Court
Meeting and the white form of proxy for the EGM must be lodged not later than the times and dates stated above.
Completion and return of a form of proxy for the Court Meeting or the EGM will not preclude an AREL Shareholder from
attending the relevant meetings and voting in person. In such event, the returned form of proxy will be deemed to have been
revoked.

2. If a tropical cyclone warning signal No. 8 or above is or is expected to be hoisted or a black rainstorm warning signal is or
is expected to be in force at any time after 7:00 a.m. on the date of the Court Meeting and the EGM, the Court Meeting and
the EGM will be postponed. AREL Shareholders will be notified of the date, time and venue of the rescheduled meetings in
accordance with the Articles and an announcement will be published on the respective websites of the SFC and MIDL.

3. The Court hearing of the petition to sanction the Scheme will be held at the High Court Building, 38 Queensway, Hong
Kong.
4. Subject to the Conditions having been fulfilled or otherwise waived (as the case may be), the Scheme shall become

effective as soon as an office copy of the order of the Court sanctioning the Scheme (with or without modification) and
confirming the reduction of the share capital of AREL provided for by the Scheme together with a minute and a return that
comply with subsections (2) and (3) of section 230 of the Companies Ordinance shall have been delivered and registered by
the Registrar of Companies in Hong Kong.

All references in this Scheme Document to times and dates are references to Hong Kong times and
dates, unless otherwise stated.

The Court Meeting and the EGM will both be held at the Jumbo Floating Restaurant, Shum Wan
Pier Drive, Wong Chuk Hang, Aberdeen, Hong Kong on Thursday, 12 September 2019, at 2:00 p.m. and
2:30 p.m. (or as soon thereafter as the Court Meeting shall have been concluded or adjourned)
respectively. Please see the notice of the Court Meeting set out on pages 103 to 105 and the notice of the
EGM set out on pages 106 to 108 of this Scheme Document for details.



LETTER FROM THE AREL BOARD TO THE AREL SHAREHOLDERS

\)

YyETEHE

Aberdeen Restaurant Enterprises Limited
(Incorporated in Hong Kong with limited liability)

Directors: Registered office:

Mr. Evan Andrew Winkler 38th Floor, The Centrium,
Mr. Chung Yuk Man, Clarence 60 Wyndham Street,

Mr. Leung Hoi Wai, Vincent Central, Hong Kong

19 August 2019

To the AREL Shareholders

Dear Sir/Madam,

PROPOSED PRIVATISATION OF
ABERDEEN RESTAURANT ENTERPRISES LIMITED
BY
MELCO LEISURE AND ENTERTAINMENT GROUP LIMITED
BY WAY OF A SCHEME OF ARRANGEMENT
UNDER SECTION 673 OF THE COMPANIES ORDINANCE

INTRODUCTION

This Scheme Document relates to the proposed privatisation of AREL by the Offeror by way of the
Scheme under section 673 of the Companies Ordinance. This Scheme Document is addressed to AREL
Shareholders. Shareholders of MIDL need not take any actions in relation to this Proposal.

So far as MIDL (a company having its shares listed on the Stock Exchange) is concerned, none of
the applicable percentage ratios (as defined under the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”)) in respect of the Proposal exceeds 5%.
Therefore, full implementation of the Proposal does not constitute a notifiable transaction for MIDL
under Chapter 14 of the Listing Rules.

On 5 June 2019, the boards of directors of the Offeror, AREL and MIDL jointly announced that
the Offeror had requested the AREL Board to put forward the Proposal to the Scheme Shareholders
regarding a proposed privatisation of AREL by way of the Scheme involving the cancellation of all the
Scheme Shares, as a result of which it is intended that the Offeror and MIDL’s wholly owned
subsidiaries, Melco Nominees and Melco Services, will hold 100% of the issued share capital of AREL.

The Offeror has appointed Lego as its financial adviser in connection with the Proposal.



LETTER FROM THE AREL BOARD TO THE AREL SHAREHOLDERS

Mr. Evan Andrew Winkler and Mr. Chung Yuk Man, Clarence, being AREL Directors,
concurrently serve on the respective boards of the Offeror and its holding company, MIDL. Mr. Leung
Hoi Wai, Vincent, also an AREL Director, is a director appointed to the AREL Board by an affiliate of
the Offeror and is an executive of MIDL. It is therefore not possible for AREL to form an independent
board committee to advise the Independent Shareholders on the Proposal pursuant to Rule 2.1 of the
Takeovers Code. Accordingly, under Rule 2.8 of the Takeovers Code, the AREL Board has appointed
Crescendo Capital as the independent financial adviser to advise the Independent Shareholders on the
Proposal.

The purpose of this Scheme Document is to provide you with further information regarding the
Proposal and to give you notices of the Court Meeting and the EGM (together with proxy forms in
relation thereto). Your attention is also drawn to:

(1) the letter from Crescendo Capital, the independent financial adviser to the Independent
Shareholders, set out on pages 12 to 26 of this Scheme Document;

(i)  the Explanatory Statement set out on pages 27 to 43 of this Scheme Document; and
(iii)  the Scheme set out on pages 97 to 102 of this Scheme Document.

TERMS OF THE PROPOSAL

Cancellation of Scheme Shares

The Scheme provides that the Scheme Shares be cancelled in exchange for the payment to each
Scheme Shareholder of:

for each Scheme Share . . ............. . ... ... .. ... .. ... .. ... .... HK$8,895.76 in cash

Only Independent Shareholders may vote at the Court Meeting on the resolution to approve the
Scheme. The Offeror and MIDL’s wholly owned subsidiaries, Melco Nominees and Melco Services, and
any other persons acting in concert with the Offeror will not vote at the Court Meeting on the resolution
to approve the Scheme.

As at the Latest Practicable Date, the Independent Shareholders were interested in 5,592 AREL
Shares, made up of 3,399 Class A AREL Shares and 2,193 Class B AREL Shares (together representing
approximately 13.32% of the issued share capital of AREL as at the date of the Latest Practicable Date).
As at the Latest Practicable Date, and the Offeror and persons acting in concert with the Offeror were
interested in 36,398 AREL Shares, made up of 4,661 Class A AREL Shares and 31,737 Class B AREL
Shares (together representing approximately 86.68% of the issued share capital of AREL as at the Latest
Practicable Date).

Under the Articles, AREL Shareholders holding Class A AREL Shares and Class B AREL shares
have the same rights. Accordingly, Class A AREL Shares and Class B AREL Shares will vote as a single
class of Scheme Shares at the Court Meeting to be convened to approve the Scheme.



LETTER FROM THE AREL BOARD TO THE AREL SHAREHOLDERS

No Price Increase Statement

The Cancellation Price will not be increased and the Offeror does not reserve the right to do
so.

Terms of the Proposal

The detailed terms of the Proposal are set out in the Explanatory Statement on pages 27 to 43 of
this Scheme Document.

Dealings in AREL Shares

As the AREL Shares are not listed on the Stock Exchange or any other stock exchanges, there is
no information in relation to the prices of the AREL Shares quoted on the Stock Exchange or any other
stock exchanges.

Except for the sale of 96 Class A AREL Shares and 25 Class B AREL Shares by a then
Independent Shareholder to an independent third party for a consideration of HK$96,000 and HK$12,500
on 24 June 2019, respectively (as notified to AREL by the transferring Independent Shareholder), no
transactions have taken place during the Relevant Period in respect of any AREL Shares.

CONDITIONS OF THE PROPOSAL

The Proposal is conditional upon the fulfilment or waiver, as applicable, of the Conditions set out
in the section headed “Conditions of the Proposal” in the Explanatory Statement on pages 28 to 30 of this
Scheme Document.

When the Conditions are fulfilled or, where applicable, waived, the Scheme will become effective
and binding on the Offeror, AREL and all the Scheme Shareholders. The Scheme will lapse if it does not
become effective on or before the Long Stop Date, or such later date as the Offeror and AREL may agree
and the Court may allow.

AREL Shareholders and potential investors should be aware that implementation of the
Proposal is subject to the Conditions being fulfilled or waived, as applicable, and thus the Proposal
may or may not become effective. AREL Shareholders and potential investors are advised to
exercise caution when dealing in AREL Shares.

REASONS FOR AND BENEFITS OF THE PROPOSAL

Your attention is drawn to the section headed ‘“Reasons for and Benefits of the Proposal” in the
Explanatory Statement on pages 37 to 38 of this Scheme Document.



LETTER FROM THE AREL BOARD TO THE AREL SHAREHOLDERS

INFORMATION ON AREL AND THE OFFEROR

Your attention is drawn to the section headed “Information on AREL” set out in the Explanatory
Statement on page 37 of this Scheme Document and the section headed “Information on the Offeror and
MIDL” set out in the Explanatory Statement on page 37 of this Scheme Document.

Your attention is also drawn to the “Financial Information of AREL” set out in Appendix I to this
Scheme Document.

INTENTION OF THE OFFEROR WITH REGARD TO AREL

Your attention is drawn to the section headed “Intention of the Offeror with regard to AREL” in
the Explanatory Statement on page 37 of this Scheme Document.

The AREL Board has noted the intentions of the Offeror in respect of AREL and the employees of
AREL, as disclosed in the section headed “Intention of the Offeror with regard to AREL” in the
Explanatory Statement on page 37 of this Scheme Document. The AREL Board welcomes the stated
intentions of the Offeror in that regard in respect of AREL and its employees.

OVERSEAS SHAREHOLDERS OF AREL

Your attention is drawn to the section headed “Overseas Sharecholders of AREL” set out in the
Explanatory Statement on page 39 of this Scheme Document.

COURT MEETING AND EGM

In accordance with the direction of the Court, the Court Meeting has been scheduled to be held on
Thursday, 12 September 2019, for the purpose of considering and, if thought fit, passing an appropriate
resolution to approve the Scheme (with or without modifications). The Scheme is subject to approval by
the Independent Shareholders at the Court Meeting in the manner referred to in paragraph (a) of the
section headed “Conditions of the Proposal” set out in the Explanatory Statement on pages 28 to 30 of
this Scheme Document.

Only Independent Shareholders may vote at the Court Meeting on the resolution to approve the
Scheme. The Offeror and MIDL’s wholly owned subsidiaries, Melco Nominees and Melco Services, and
any other persons acting in concert with the Offeror will not vote at the Court Meeting on the resolution
to approve the Scheme.

Immediately following the Court Meeting, the EGM will be held for the purpose of considering
and, if thought fit, passing a special resolution to approve and give effect to the Scheme including the
cancellation of the Scheme Shares and the reduction of the issued share capital of AREL. The special
resolution will be passed provided that it is approved by a majority of at least 75% of the votes cast by
AREL Shareholders present and voting, in person or by proxy, at the EGM. All AREL Shareholders will
be entitled to attend and vote on such special resolution at the EGM.

Notice of the Court Meeting is set out on pages 103 to 105 of this Scheme Document. The Court
Meeting will be held at 2:00 p.m. on Thursday, 12 September 2019 at the Jumbo Floating Restaurant,
Shum Wan Pier Drive, Wong Chuk Hang, Aberdeen, Hong Kong.

10
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Notice of the EGM is set out on pages 106 to 108 of this Scheme Document. The EGM will be
held at 2:30 p.m. (or as soon thereafter as the Court Meeting shall have been concluded or
adjourned) on Thursday, 12 September 2019 at the Jumbo Floating Restaurant, Shum Wan Pier
Drive, Wong Chuk Hang, Aberdeen, Hong Kong.

ACTION TO BE TAKEN BY AREL SHAREHOLDERS

Your attention is drawn to the section headed “Action to be Taken by AREL Shareholders” in the
Explanatory Statement set out on page 42 of this Scheme Document. Shareholders of MIDL need not take
any actions in relation to the Proposal.

EXPLANATORY STATEMENT

Please refer to the Explanatory Statement set out on pages 27 to 43 of this Scheme Document, for
detailed information in relation to the terms of the Proposal and a detailed explanation of the effects of
the Proposal.

RECOMMENDATION

The AREL Directors consider that the terms of the Proposal are fair and reasonable so far as the
Independent Shareholders are concerned. Crescendo Capital has been appointed as the independent
financial adviser to advise the Independent Shareholders in respect of the Proposal and the Scheme in this
regard. Your attention is drawn to the letter from Crescendo Capital, the independent financial adviser, on
pages 12 to 26 of this Scheme Document which contains its advice to the Independent Shareholders in
respect of the Proposal and the Scheme.

FURTHER INFORMATION

You are urged to read carefully:

@) the letter from Crescendo Capital, the independent financial adviser to the Independent
Shareholders, set out on pages 12 to 26 of this Scheme Document;

(ii)  the Explanatory Statement set out on pages 27 to 43 of this Scheme Document;

(iii)  the Appendices to this Scheme Document, including the Scheme, set out on pages 44 to 96
of this Scheme Document;

(iv)  the notice of the Court Meeting set out on pages 103 to 105 of this Scheme Document; and

(v)  the notice of the EGM set out on pages 106 to 108 of this Scheme Document.

Yours faithfully,
For and on behalf of the board of
Aberdeen Restaurant Enterprises Limited
Evan Andrew Winkler

Director
11
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The following is the text of a letter of advice from Crescendo Capital, the independent financial
adviser to the Independent Shareholders regarding its advice on the Proposal prepared for the purpose
of incorporation into this Scheme Document.

CRESCENDO

1506 Tai Tung Building
8 Fleming Road
Wanchai

Hong Kong

19 August 2019

Aberdeen Restaurant Enterprises Limited
37/F., The Centrium
60 Wyndham Street
Central, Hong Kong

To the Independent Shareholders
Dear Sirs,

PROPOSED PRIVATISATION OF
ABERDEEN RESTAURANT ENTERPRISES LIMITED
BY
MELCO LEISURE AND ENTERTAINMENT GROUP LIMITED
BY WAY OF A SCHEME OF ARRANGEMENT
UNDER SECTION 673 OF THE COMPANIES ORDINANCE

INTRODUCTION

We refer to our engagement as the independent financial adviser to advise the Independent
Shareholders with respect to the Proposal, details of which are set out in the Letter from the AREL Board
and the Explanatory Statement contained in the Scheme Document dated 19 August 2019 to the AREL
Shareholders, of which this letter forms part. Capitalised terms used in this letter have the same meanings
as defined elsewhere in the Scheme Document unless the context requires otherwise.

12



LETTER FROM CRESCENDO CAPITAL

On 5 June 2019, the Offeror requested the AREL Board to put forward the Proposal to the Scheme
Shareholders regarding a proposed privatisation of AREL by way of the Scheme involving the
cancellation of all the Scheme Shares, as a result of which it is intended that the Offeror and MIDL’s
wholly-owned subsidiaries, Melco Nominees and Melco Services, will hold 100% of the issued share
capital of AREL.

The Court Meeting will be convened at the direction of the Court for the purpose of considering
and, if thought fit, passing an appropriate resolution to approve the Scheme (with or without
modifications). Insofar as the sanction of the Scheme by the Court is concerned, such resolution will be
passed if the Independent Shareholders representing at least 75% of the voting rights of the Independent
Shareholders present and voting, either in person or by proxy, at the Court Meeting vote in favour of the
Scheme and the votes cast against the Scheme at the Court Meeting do not exceed 10% of the total voting
rights attached to all disinterested shares (as defined in Section 674 of the Companies Ordinance) in
AREL. Insofar as the approval of the Scheme under the Takeovers Code is concerned, the Scheme will be
considered to have been approved under the Takeovers Code if (i) the Scheme is approved (by way of
poll) by at least 75% of the votes attaching to the Scheme Shares of the Independent Shareholders that
are cast either in person or by proxy at the Court Meeting; and (ii) the number of votes cast (by way of
poll) against the resolution at the Court Meeting is not more than 10% of all the Scheme Shares held by
all of the Independent Shareholders. Based on 5,592 AREL Shares held by the Independent Shareholders
as at the Latest Practicable Date, more than 10% of such AREL Shares would be 560 AREL Shares. Only
Independent Shareholders may vote at the Court Meeting on the resolution to approve the Scheme. The
Offeror and MIDL’s wholly-owned subsidiaries, Melco Nominees and Melco Services, and any other
persons acting in concert with the Offeror will not vote at the Court Meeting on the resolution to approve
the Scheme.

In addition to the resolution required to sanction the Scheme at the Court Meeting, the Scheme also
involves a reduction of issued share capital as one of its terms. Under the Companies Ordinance and the
Articles, the reduction of issued share capital is required to be approved by a special resolution of AREL
Shareholders. Such special resolution will be proposed at the EGM, which is being convened to be held
immediately following the Court Meeting for the purpose of considering and, if thought fit, passing a
special resolution to approve the reduction of issued share capital of AREL and the cancellation of the
Scheme Shares and to approve and give effect to the Scheme. The special resolution will be passed
provided that it is approved by a majority of at least 75% of the votes cast by AREL Shareholders present
and voting, in person or by proxy, at the EGM. All AREL Shareholders will be entitled to attend and vote
at the EGM.

As at the Latest Practicable Date, the AREL Shares were made up of 8,060 Class A AREL Shares
and 33,930 Class B AREL Shares. Under the Articles, AREL Shareholders holding Class A AREL Shares
and Class B AREL Shares have the same rights. Accordingly, Class A AREL Shares and Class B AREL
Shares are treated equally under the Scheme and will vote as a single class of Scheme Shares at the Court
Meeting to be convened to approve the Scheme.

As at the Latest Practicable Date, the Independent Shareholders were interested in 5,592 AREL
Shares, made up of 3,399 Class A AREL Shares and 2,193 Class B AREL Shares (together representing
approximately 13.32% of the issued share capital of AREL as at the Latest Practicable Date), and the
Offeror and persons acting in concert with it were interested in 36,398 AREL Shares, made up of 4,661
Class A AREL Shares and 31,737 Class B AREL Shares (together representing approximately 86.68% of
the issued share capital of AREL as at the Latest Practicable Date).
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Mr. Evan Andrew Winkler and Mr. Chung Yuk Man, Clarence, being AREL Directors,
concurrently serve on the respective boards of the Offeror and its holding company, MIDL. Mr. Leung
Hoi Wai, Vincent, also an AREL Director, is a director appointed to the AREL Board by an affiliate of
the Offeror and is an executive of MIDL. It is therefore impossible for AREL to form an independent
board committee to advise the Independent Shareholders on the Proposal pursuant to Rule 2.1 of the
Takeovers Code. We, Crescendo Capital Limited, have been appointed by the AREL Board pursuant to
Rule 2.8 of the Takeovers Code as the independent financial adviser to advise the Independent
Shareholders as to whether the terms of the Proposal are fair and reasonable so far as the Independent
Shareholders are concerned and whether the Independent Shareholders should accept the Proposal.

We are not associated with AREL, the Offeror or their respective associates and do not have any
shareholding in any member of AREL or right (whether legally enforceable or not) to subscribe for or to
nominate persons to subscribe for securities in any member of AREL. Save for acting as an independent
financial adviser in this appointment and an independent financial adviser of MIDL relating to a possible
connected transaction, we have not acted as a financial adviser or an independent financial adviser to
AREL and its associates in the past two years. Apart from normal professional fees payable to us in
connection with this appointment, no arrangements exist whereby we will receive any fee or benefit from
AREL, the Offeror or their respective associates. We are not aware of any relationship or interest between
us and AREL or other parties that would be reasonably considered to affect our independence to act as an
independent financial adviser to the Independent Shareholders.

BASIS OF OUR OPINION

In formulating our opinion and recommendation, we have relied on the information and
representations supplied, and the opinions expressed, by the AREL Directors, management of AREL and
the Offeror and have assumed that such information and statements, and representations made to us or
referred to in the Scheme Document are true, accurate and complete in all material respects as of the
Latest Practicable Date. Should there be any material change in such information, statements or
representations after the Latest Practicable Date (up to the end of the Offer Period), the AREL
Shareholders would be notified of such changes as soon as possible. The AREL Directors have jointly
and severally accepted full responsibility for the accuracy of the information contained in the Scheme
Document (other than that relating to the Offeror and/or MIDL (if any)), and confirmed, having made all
reasonable enquiries, that to the best of their knowledge, opinions expressed in the Scheme Document
(other than opinions expressed by the Offeror and/or MIDL (if any)) have been arrived at after due and
careful consideration and there are no other facts that are not contained in the Scheme Document, the
omission of which would make any such statement contained in the Scheme Document misleading. The
directors of the Offeror have jointly and severally accepted full responsibility for the accuracy of the
information contained in the Scheme Document (other than that relating to AREL and/or MIDL (if any)),
and confirmed, having made all reasonable enquiries, that to the best of their knowledge, opinions
expressed in the Scheme Document (other than opinions expressed by AREL and/or MIDL (if any)) have
been arrived at after due and careful consideration and there are no other facts not contained in the
Scheme Document, the omission of which would make any statement in the Scheme Document
misleading. The directors of MIDL have jointly and severally accepted full responsibility for the accuracy
of the information contained in the Scheme Document relating to MIDL and confirmed, having made all
reasonable enquiries, that to the best of their knowledge, opinions expressed in the Scheme Document by
MIDL have been arrived at after due and careful consideration and there are no other facts relating to
MIDL not contained in the Scheme Document, the omission of which would make any statement in the
Scheme Document misleading.
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We consider that we have reviewed sufficient information to reach an informed view, to justify
reliance on the accuracy of the information contained in the Scheme Document and to provide a
reasonable basis for our recommendation. We have no reasons to suspect that any material information
has been withheld by the AREL Directors, management of AREL or the Offeror, or is misleading, untrue
or inaccurate, and consider that the information provided to us may be relied upon in formulating our
opinion. We have not, however, for the purpose of this exercise, conducted any independent detailed
investigation or audit into the businesses or affairs or future prospects of AREL and the related subject
of, and parties to, the Proposal. Our opinion is necessarily based on the financial, economic, market and
other conditions in effect and the information made available to us as at the Latest Practicable Date.
AREL Shareholders should note that subsequent developments (including any material change in the
market and economic conditions) may affect and/or change this opinion and the AREL Shareholders will
be notified of any material change as soon as possible in accordance with Rule 9.1 of the Takeovers
Code.

We have not considered the tax implications on the Independent Shareholders arising from
acceptances or non-acceptances of the Proposal as these depend on their individual circumstances. It is
emphasized that we will not accept any responsibility for any tax effect on, or liability of, any person
resulting from his or her acceptance or non-acceptance of the Proposal. Independent Shareholders who
are in any doubt as to their tax positions, or who are subject to overseas tax or Hong Kong taxation on
securities dealings, should consult their own professional advisers without delay.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion regarding the Proposal, we have considered the following principal
factors and reasons:

1. Background to, and principal terms of, the Proposal

On 5 June 2019, the Offeror requested the AREL Board to put forward the Proposal to the
Scheme Shareholders regarding a proposed privatisation of AREL by way of the Scheme involving
the cancellation of all the Scheme Shares, as a result of which it is intended that the Offeror and
MIDL’s wholly-owned subsidiaries, Melco Nominees and Melco Services, will hold 100% of the
issued share capital of AREL.

As at the Latest Practicable Date, the Independent Shareholders were interested in 5,592
AREL Shares, made up of 3,399 Class A AREL Shares and 2,193 Class B AREL Shares (together
representing approximately 13.32% of the issued share capital of AREL as at the Latest Practicable
Date), and the Offeror and persons acting in concert with it were interested in 36,398 AREL
Shares, made up of 4,661 Class A AREL Shares and 31,737 Class B AREL Shares (together
representing approximately 86.68% of the issued share capital of AREL as at the Latest Practicable
Date).
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The Scheme provides that the Scheme Shares be cancelled in exchange for the payment to
each Scheme Shareholder of:

for each Scheme Share. ... ................................ HK$8,895.76 in cash

The Cancellation Price was determined based on the audited consolidated net asset value per
AREL Share of approximately HK$8,895.76 as at 31 December 2018. Such audited consolidated
net asset value per AREL Share was calculated based on AREL’s audited consolidated statement
of financial position as at 31 December 2018, in which AREL’s investment properties are stated at
fair value determined in accordance with a valuation carried out by an independent qualified
professional valuer not connected with AREL. The Cancellation Price will not be increased and the
Offeror does not reserve the right to do so.

As at the Latest Practicable Date, there were 41,990 AREL Shares in issue and the Scheme
Shareholders are interested in 5,592 AREL Shares, representing approximately 13.32% of the
issued share capital of AREL as at the Latest Practicable Date. There were no outstanding options,
warrants, derivatives or convertible securities issued by AREL as at the Latest Practicable Date. At
the Cancellation Price, the Proposal values the entire issued share capital of AREL at
approximately HK$373,532,962. The maximum amount of cash consideration required to effect the
Proposal will be approximately HK$49,745,089.92.

The Proposal is conditional upon the fulfillment or waiver, as applicable, of the Conditions
as described in the Explanatory Statement contained in the Scheme Document. All Conditions will
have to be fulfilled or waived, as applicable, on or before the Long Stop Date (or such later date as
the Offeror and AREL may agree and the Court may allow), otherwise the Proposal will lapse.

Further details of the terms and conditions of the Proposal, including the procedures for the
acceptance, are set out in the Letter from the AREL Board to the AREL Shareholders and
Explanatory Statement contained in the Scheme Document.

2. Binding effect of the Scheme

Notwithstanding the fact that there may be a dissenting minority, if the Scheme is approved
at the Court Meeting in accordance with the requirements of Section 674 of the Companies
Ordinance and Rule 2.10 of the Takeovers Code, and is sanctioned by the Court under Section 673
of the Companies Ordinance and the other Conditions are either fulfilled or (to the extent
permitted) waived, the Scheme will become binding on AREL and all Scheme Shareholders.

If the Scheme becomes effective and binding as aforesaid:
(1) all the Scheme Shares will be cancelled, whereupon the issued share capital of AREL
shall be reduced from HK$25,075,000 to HK$20,576,268 and all share certificates

representing holdings of those Scheme Shares will cease to have effect as documents
of title;
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(ii)

(iii)

(iv)

the issued share capital of AREL will then be increased by the allotment and issuance
to the Offeror of 3,399 new Class A AREL Shares and 2,193 new Class B AREL
Shares, which are equal to the respective numbers of Class A AREL Shares and Class
B AREL Shares cancelled;

on the Effective Date, the credit amount of HK$4,498,732 which will arise in AREL’s
books of account as a result of the said reduction of issued share capital will be
applied in paying up in full the abovementioned 3,399 new Class A AREL Shares and
2,193 Class B AREL Shares (equal to the respective numbers of Class A AREL
Shares and Class B AREL Shares cancelled) which will be allotted and issued,
credited as fully paid, to the Offeror; and

the Offeror will pay the Cancellation Price of HK$8,895.76 per Scheme Share to the
Scheme Shareholders for each Scheme Share held by them on the Record Date prior
to the cancellation of the Scheme Shares.

As a result, the Offeror and MIDL’s wholly-owned subsidiaries, Melco Nominees and Melco

Services, will hold 100% of the issued share capital of AREL.

The tables below set out the shareholding structure of AREL (i) as at the Latest Practicable

Date; and (ii) immediately following the implementation of the Proposal and after the cancellation
of the Scheme Shares:

As at the Latest Practicable Date

Number of

shares held

(Class A

AREL

Shares and
Number of % of  Number of % of Class B % of
Class A Class A Class B Class B AREL  issued share
AREL AREL AREL AREL Shares in capital
AREL Shareholders Shares held ~ Shares held ~ Shares held  Shares held aggregate) (approximate)

Offeror and its concert parties

Offeror 4,660 57.82% 31,736 93.53% 36,396 86.68%
Melco Nominees - - 1 0.01% 1 0.00%
Melco Services 1 0.01% - - 1 0.00%
4,661 57.83% 31,737 93.54% 36,398 86.68%
Scheme Shareholders 3,399 42.17% 2,193 6.46% 5,592 13.32%
8,060 100.00% 33,930 100.00% 41,990 100.00%
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Immediately following the implementation of the Proposal and after the cancellation of
the Scheme Shares

Number of

shares held

(Class A

AREL

Shares and

Number of Number of Class B
Class A % of Class A Class B % of Class B AREL % of issued
AREL AREL AREL AREL Sharesin  share capital
AREL Shareholders Shares held ~ Shares held  Shares held  Shares held aggregate) (approximate)

Offeror and its concert parties

Offeror 8,059 99.99% 33,929 100.00% 41,988 100.00%
Melco Nominees - - 1 0.00% 1 0.00%
Melco Services 1 0.01% - - 1 0.00%
8,060 100.00% 33,930 100.00% 41,990 100.00%

Scheme Shareholders - - - - -
8,060 100.00% 33,930 100.00% 41,990 100.00%

3. Information on AREL

AREL is a public company which was incorporated in Hong Kong with limited liability on
27 October 1970. Its securities are not listed or traded on any securities exchange. AREL and its
subsidiaries (collectively, the “AREL Group™) is principally engaged in (i) restaurant business,
trading as “Jumbo Kingdom”, in Aberdeen, Hong Kong; and (ii) property investment business.

Set out in the table below is a summary of the audited consolidated financial information of
AREL for the two years ended 31 December 2017 and 2018 as extracted from the audited financial
statements of AREL as set out in Appendix I to the Scheme Document.

For the year ended
31 December

2018 2017

HKS$’000 HKS$’000

Revenue 82,532 88,508
Gross profit 59,174 63,342
Profit before tax 23,392 72,157
Profit for the year attributable to the owners of AREL 23,380 72,162
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As at

31 December

2018

HK$’000

Non-current assets 358,418
Current assets 93,775
Current liabilities (64,310)
Net current assets 29,465
Non-current liabilities (14,350)
Net assets 373,533
Equity attributable to the owners of AREL 373,289

For the year ended 31 December 2018, the AREL Group recorded a revenue of
approximately HK$82.5 million, of which approximately 93.0% (2017: 93.9%) were derived from
the catering services, approximately 0.4% (2017: 0.3%) were derived from the sales from souvenir
shop and approximately 6.6% (2017: 5.8%) were derived from the property investment business.
On the contrary to an increase of approximately 11.6% in the corporate events banquet sales, the
tour group sales declined by approximately 14.3% for the year and resulting in a decrease of
approximately 6.8% in the revenue of the AREL Group for the year ended 31 December 2018.
Given the decrease in revenue, a commensurate decrease in gross profit of approximately 6.6% was
recorded by the AREL Group for the year ended 31 December 2018. Further impacted by a
reduction in increase in fair value of investment properties of approximately HK$48 million for the
year ended 31 December 2018, the profit before tax decreased from approximately HK$72.2
million for the year ended 31 December 2017 to approximately HK$23.4 million for the year
ended 31 December 2018. The profit for the year ended 31 December 2018 attributable to owners
of AREL amounted to approximately HK$23.4 million as compared to approximately HK$72.2
million for the year ended 31 December 2017. Had the changes in the fair values of the investment
properties been excluded, losses before tax of approximately HK$12.6 million and HK$11.8
million would be recorded for the years ended 31 December 2018 and 2017 respectively.
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As at 31 December 2018, the non-current assets of the AREL Group amounted to
approximately HK$358.4 million, which mainly comprised property, plant and equipment of
approximately HK$6.9 million, investment properties of approximately HK$310.0 million, loan to
ultimate holding company of approximately HK$14.1 million and loan to immediate holding
company of approximately HK$27.5 million. The current assets of the AREL Group as at 31
December 2018 amounted to approximately HK$93.8 million, which mainly consisted of
inventories of approximately HK$1.5 million, loan to ultimate holding company of approximately
HK$5.0 million, trade receivables of approximately HK$1.7 million, prepayments, deposits and
other receivables of approximately HK$4.1 million, bank deposits with original maturity over three
months of approximately HK$40.0 million and cash and bank balances of approximately HK$39.7
million. The current liabilities of the AREL Group as at 31 December 2018 amounted to
approximately HK$64.3 million, which mainly included trade and other payables of approximately
HK$59.3 million and interest-bearing bank borrowings of approximately HK$5.0 million. As at 31
December 2018, the non-current liabilities of the AREL Group, being interest-bearing bank
borrowings, amounted to approximately HK$14.4 million. As at 31 December 2018, net current
assets and net assets attributable to owners of AREL amounted to approximately HK$29.5 million
and approximately HK$373.3 million respectively. As at 31 December 2018, the gearing of the
AREL Group, as expressed in the ratio of total liabilities to total assets, was approximately 0.17.

4. Reasons for and benefits of the Proposal and future prospect of AREL

As set out in the Explanatory Statement, AREL has not paid any dividend in recent years.
The Proposal, if becomes effective, gives the Independent Shareholders the opportunity to realise
their investment in a non-publically traded share at a fixed-price cash consideration.

With reference to “Statistical Digest of the Services Sector 2019 Edition” and “Report on
Quarterly Survey of Restaurant Receipts and Purchases 1st Quarter 2019” published in May 2019
by Census and Statistics Department of the Hong Kong Government, the value of total receipts of
the restaurants sector in 2018 was HK$119.6 billion, representing an increase of 6.0% in value and
3.1% in volume compared with 2017, among which the total receipts of Chinese restaurants
increased by 4.8% in value and 2.1% in volume. The number of general restaurant licences
increased by 5.6% to around 11,200 in 2018. For the first quarter of 2019, the value of total
receipts of the restaurants sector was provisionally estimated at HK$31.5 billion, representing an
increase by 3.0% over a year earlier while the provisional estimate of the value of total purchases
by restaurants increased by 3.1% to HK$10.0 billion. On contrary to the general rising trend of the
overall restaurant sector, the total receipts of Chinese restaurants for the first quarter of 2019
decreased by 0.6% in value and 2.7% in volume as compared with the first quarter of 2018.
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According to the report namely “2018 Manpower Update Report of Catering Industry”
published in 2018 by The Hotel, Catering and Tourism Training Board of the Vocational Training
Council (the “HOTB”), which is appointed by the Hong Kong Government to be responsible for,
among others, determining the manpower situation and training needs on the hospitality industry
which encompasses the catering, hotel and tourism sub-sectors, the catering industry is expected to
have a positive future in view of the anticipated increase in the number of tourists and business
arrivals in Hong Kong, together with the changing lifestyles and eating habits of the locals.
However, manpower shortage, especially at the operational level, has always been the most critical
issue for the industry. With the statutory minimum wage (the “SMW”) in force, the catering
industry lost manpower to other industries such as security services and property management, as
jobs in those industries are perceived to be relatively less demanding. Furthermore, there will be
cost implications and intensified manpower supply concerns if standard working hours and
overtime paid are to be enforced.

According to the Labour Department of the Hong Kong Government, the SMW has come
into force since 1 May 2011 and the SMW rate is reviewed at least every two years in accordance
with the Minimum Wage Ordinance (Cap. 608 of the Laws of Hong Kong). With effect from 1
May 2019, the SMW rate has raised from $34.5 per hour to $37.5 per hour. Given this policy
trend, it is expected that the SMW rate would further increase after the next review.

Given a downturn in the total receipts of Chinese restaurants for the first quarter of 2019,
the potential increase in the SMW and the problem of labour shortage, which may pose an upward
cost pressure to the AREL Group, and keen competition in the catering industry as indicated by the
increasing number of general restaurant licences, we are of the view that the business environment
of the Chinese restaurant industry will be challenging in the coming years.

Having considered (i) that the profits recorded by the AREL Group for the years ended 31
December 2018 and 2017 were mainly attributable to the recognition of the increase in fair value
of investment properties, which were not related to the operating performance of the core business
of the AREL Group and the exclusion of which would lead to a loss for the years ended 31
December 2018 and 2017; and (ii) the limitation on significant improvement of the Chinese
restaurant business of the AREL Group posed by the rising labour costs, we are uncertain as to
whether the AREL Group can sustain its profitability in such a competitive and challenging
business environment in future. Therefore, we are of the view that the Scheme may present a good
opportunity for the Scheme Shareholders to realise their investments in AREL at the Cancellation
Price, having taken into account there is a great uncertainty on when and whether AREL will
distribute dividends to its shareholders, not to mention the AREL Shares are non-listed and an
open market for sale of such shares is absent.
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5. Cancellation Price

The Cancellation Price of HK$8,895.76 per Scheme Share is equal to the audited
consolidated net asset value of the AREL Group per AREL Share as at 31 December 2018,
calculated based on AREL’s audited consolidated net asset value of approximately HK$373.5
million as at 31 December 2018 and 41,990 AREL Shares in issue as at the Latest Practicable
Date.

To evaluate the fairness and reasonableness of the Cancellation Price, we have considered
the commonly adopted comparison approaches in evaluation of a company, namely
price-to-earnings approach, net assets approach and dividends approach. However, given that
AREL had not declared any dividend to the AREL Shareholders for the five years ended 31
December 2018, we consider that the dividends approach is not applicable for assessing the value
of the AREL Group and thus only the price-to-earnings approach and the net assets approach were
adopted in assessing the value of the AREL Group.

Based on the audited net profit of the AREL Group attributable to owners of AREL for the
year ended 31 December 2018 of approximately HK$23.4 million and 41,990 AREL Shares in
issue as at the Latest Practicable Date, the net profit attributable to owners of AREL per AREL
Share amounted to approximately HK$557. Therefore, the price-to-earnings ratio (the “PER”) of
the AREL Group implied by the Cancellation Price of HK$8,895.76 per Scheme Share is
approximately 15.97 times. Based on the audited consolidated net asset value of the AREL Group
attributable to the owners of AREL as at 31 December 2018 of approximately HK$373.3 million
and 41,990 AREL Shares in issue as at the Latest Practicable Date, the net asset value attributable
to owners of AREL per AREL Share amounted to approximately HK$8,890.21. Accordingly, the
price-to-book ratio (the “PBR”) of the AREL Group implied by the Cancellation Price of
HK$8,895.76 per Scheme Share is approximately 1.00 times.

We have compared the PER and the PBR of the AREL Group implied by the Cancellation
Price with those of other companies, which (a) are currently listed on the Stock Exchange; and (b)
have over 50% of their turnover derived from operations of Chinese restaurants in Hong Kong for
their respective latest financial year. Based on the abovementioned criteria, we have, on our best
effort, identified nine comparable companies (the “Comparables”) as valuation benchmarks. We
consider such Comparables represent an exhaustive list of relevant comparable companies based on
the said criteria, and are fair and representative samples for assessing the fairness and
reasonableness of the Cancellation Price as their core business are similar to the business of the
AREL Group and their major turnover was mainly derived from the operation of Chinese
restaurants in Hong Kong for their respective latest financial year. Set out below is a comparison
of the PER and the PBR of the AREL Group as implied by the Cancellation Price and the
Comparables as at the Latest Practicable Date.
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PERs and PBRs of the Comparables and the AREL Group

Company name
(Stock code)

Tao Heung Holdings
Limited (573)

G-Vision
International
(Holdings)
Limited (657)

Fulum Group
Holdings Limited
(1443)

Palace Banquet
Holdings Limited
(1703)

Li Bao Ge Group
Limited (1869)

LH Group Limited
(1978)

Principal business Market
activities capitalization

HKS$ million
Food catering services through 1,342

chain restaurants, operation
of bakeries and the sales of
foods and other products

Operation of restaurants 113

Owning of trademarks, the 507
trading of kitchen utensils,
the production, sales and
distribution of food products
and the provision of
management services
through its subsidiaries

Provision of Cantonese dining 240
services including the
provision of Cantonese
food, dim sum and seasonal
food and banquet services

Operation of a chain of 244
Chinese restaurants

Chinese Cuisine segment 520
engaged in the operation of
Chinese restaurants and
Asian Cuisine Franchised
Brands segment engaged in
the operation of Asian
cuisine restaurants
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PER as at
the Latest
Practicable
Date

times

11.53

N/A

19.89

6.36

107.87
(Note)

14.77

PBR as at
the Latest
Practicable
Date

times

0.80

1.41

0.54

0.96

1.98

1.27
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PER as at PBR as at
the Latest the Latest

Company name Principal business Market  Practicable  Practicable
(Stock code) activities capitalization Date Date
HKS$ million times times
Chinese Food and Catering services of Chinese 20 0.23 1.93
Beverage Group restaurants in Hong Kong,
Limited (8272) operation of a Michelin One

Star restaurant and operate
Fook Lam Moon restaurant
in Macau and a Fook Lam
Moon Fine Foods gourmet

shop

Dragon King Group Operation and management of 96 N/A 2.22

Holdings Limited restaurants

(8493)
Top Standard Operation and management of 132 N/A 11.07

Corporation restaurants

(8510)
Minimum 0.23 0.54
Maximum 19.89 11.07
Average 10.56 2.46
Median 11.53 1.41
the AREL Group Chinese restaurant business 15.97 1.00

Source:  the website of the Stock Exchange

Note: The PER of Li Bao Ge Group Limited was significantly higher than the PERs of other Comparables.
Therefore, such PER was considered an outlier and was excluded for comparison purposes.

As shown in the above table, the PERs of the Comparables ranged from approximately 0.23
times to 19.89 times, with an average of approximately 10.56 times and a median of approximately
11.53 times. The implied PER of the AREL Group of approximately 15.97 times falls within the
range of the PERs of the Comparables and is higher than the average PER and the median PER of
the Comparables. The PBRs of the Comparables ranged from approximately 0.54 times to 11.07
times, with an average of approximately 2.46 times and a median of approximately 1.41 times. The
implied PBR of the Group of approximately 1.00 times falls within the range of the PBRs of the
Comparables but is lower than the average PBR and the median PBR of the Comparables.
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AREL Shareholders should note that each of the Comparables may not be entirely
comparable to the AREL Group in terms of market capitalization, geographical spread of activities,
scale of operations, asset base, cash position, debt structure, minority interest, risk profile, track
record, composition of their business activities, future prospects and other relevant criteria, in
particular, AREL only operates a single restaurant while the Comparables operate multiple
restaurants. All these factors may affect the valuation of a company as indicated by the varied
range of result in our comparison. Notwithstanding the foregoing, we consider that the analysis on
the Comparables can still provide a meaningful reference to the AREL Shareholders as the
Comparables are involved in the business comparable to the AREL Group, and therefore can
provide a general overview on their market valuation with respect to their corresponding
profitability and book value for comparison purpose. Accordingly, we consider the trading
statistics of the Comparables can serve as a benchmark for assessing the reasonableness and
fairness of the Cancellation Price and provide an appropriate basis in forming our opinion on the
Proposal. Meanwhile, we have also considered the results of the above comparison together with
all other factors stated in this letter as a whole.

Due to the aforementioned limitation in comparison approach, we have also considered
assessing the value of the AREL Group by the income approach. However, given valuations using
income approach with discounted cash flows method involve various subjective assumptions and
parameters which may largely affect the value of the subject, we consider that it is inappropriate to
use the income approach to assess the value of the AREL Group.

Based on the above analysis and taking into consideration that (i) the Cancellation Price is
the same as the audited consolidated net asset value per AREL Share as at 31 December 2018; (ii)
the implied PER and PBR of the Cancellation Price fall within the range of the PERs and the PBRs
of the Comparables respectively; (iii) the implied PER of the Cancellation Price is higher than the
average PER and the median PER of the Comparables; and (iv) the securities of AREL are not
listed or traded on any securities exchange, and thus the Independent Shareholders might not be
able to realise their investments in the AREL Group readily, we consider that the Cancellation
Price is fair and reasonable so far as the Independent Shareholders are concerned.

6. Information on the Offeror and its intention regarding AREL

As disclosed in the Explanatory Statement, the Offeror is a company incorporated in the
British Virgin Islands and is an investment holding company. The Offeror, Melco Nominees and
Melco Services are all wholly-owned subsidiaries of MIDL, which has its shares listed on the
Stock Exchange. MIDL, through its subsidiaries, is principally engaged in leisure, gaming and
entertainment and other investments. The Offeror, Melco Nominees and Melco Services held
approximately 86.68% of the issued share capital of AREL as at the Latest Practicable Date.

With reference to the Explanatory Statement, it is the intention of the Offeror for AREL to
maintain its existing business upon the successful privatisation of AREL. The Offeror has no plan
to introduce any material changes to the business and/or assets of AREL, to redeploy its fixed
assets or to discontinue the employment of employees of AREL as a result of the Proposal.
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Given that the Offeror (i) intends to continue the existing business of AREL upon the
successful privatization of AREL; and (ii) had no plans to introduce any material changes to the
business and/or assets of AREL, to redeploy its fixed assets or to discontinue the employment of
employees of AREL as a result of the Proposal, we do not expect that there would be any material
change in AREL’s business as a result of the Proposal.

RECOMMENDATION

Having considered the principal factors and reasons stated above, in particular (i) the AREL Group
would have recorded net losses for the years ended 31 December 2018 and 2017 had the increases in fair
value of the investment properties been excluded; (ii) the future prospects of the AREL Group remain
uncertain in view of the historical performance of the AREL Group and the challenging business
environment of the Chinese restaurants industry in Hong Kong; (iii) the implied PER and PBR of the
Cancellation Price fall within the range of the PERs and the PBRs of the Comparables respectively and
the implied PER of the Cancellation Price is higher than the average PER and the median PER of the
Comparables; and (iv) the Proposal provides a viable exit opportunity for the Independent Shareholders
to realise their investments in the non-publicly traded AREL Shares, we are of the view that the terms of
the Proposal are fair and reasonable so far as the Independent Shareholders are concerned. Therefore, we
recommend the Independent Shareholders to vote in favour of the Scheme at the Court Meeting and the
EGM.

Those Independent Shareholders who, having regard to their own circumstances, wish to
retain some or all of their investments in the AREL Shares and/or are confident in the future
prospects of the AREL Group or otherwise are reminded to closely monitor the development of
AREL and any announcement of AREL in this regard.

As different Independent Shareholders would have different investment criteria, objectives
and/or circumstances, we recommend any Independent Shareholders who may require advice in
relation to any aspect of the Scheme Document, or as to the action to be taken, to consult a solicitor,
professional accountant, tax adviser or another professional adviser. Independent Shareholders are
also strongly recommended to read carefully the terms and the procedures for acceptance of the
Proposal as set out in the Scheme Document and its appendices.

Yours faithfully,
For and on behalf of
Crescendo Capital Limited

Amilia Tsang Helen Fan
Managing Director Director
Notes:
(i) Ms. Amilia Tsang is a licensed person under the SFO permitted to engage in Type 6 (advising on corporate finance)
regulated activity and has over 15 years of experience in corporate finance.
(i) Ms. Helen Fan is a licensed person under the SFO permitted to engage in Type 6 (advising on corporate finance) regulated

activity and has over 11 years of experience in corporate finance.
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EXPLANATORY STATEMENT

This Explanatory Statement addressed to AREL Shareholders constitutes the statement required

under Section 671 of the Companies Ordinance.

SCHEME OF ARRANGEMENT
TO CANCEL ALL THE SCHEME SHARES
IN CONSIDERATION FOR THE OFFEROR AGREEING TO PAY THE
CANCELLATION PRICE OF HK$8,895.76 FOR EACH SCHEME SHARE

INTRODUCTION

On 5 June 2019, the boards of directors of the Offeror, AREL and MIDL jointly announced that
the Offeror had requested the AREL Board to put forward the Proposal to the Scheme Shareholders
regarding the proposed privatisation of AREL by way of the Scheme involving the cancellation of all the
Scheme Shares, as a result of which it is intended that the Offeror and MIDL’s wholly owned
subsidiaries, Melco Nominees and Melco Services, will hold 100% of the issued share capital of AREL.

The purpose of this Explanatory Statement is to explain the terms and effects of the Scheme and to
provide the Scheme Shareholders with other relevant information in relation to the Scheme, and in
particular, to state any material interests of the AREL Directors, whether as AREL Directors or as
members or creditors of AREL or otherwise, and the effect thereon of the Scheme, insofar as it is
different from the effect on the like interests of other persons.

Particular attention of the AREL Shareholders is drawn to the following sections of this Scheme

Document:

@) a letter from the AREL Board to the AREL Shareholders set out on pages 7 to 11 of this
Scheme Document;

(i1)  a letter from Crescendo Capital set out on pages 12 to 26 of this Scheme Document; and
(iii)  the Scheme set out on pages 97 to 102 of this Scheme Document.
SUMMARY OF THE SCHEME
The Scheme
The Scheme is to be implemented by way of a scheme of arrangement under Section 673 of the
Companies Ordinance. The Scheme provides that the Scheme Shares be cancelled in exchange for the

payment to each Scheme Shareholder of HK$8,895.76 in cash for each Scheme Share.

As at the Latest Practicable Date, the AREL Shares are made up of 8,060 Class A AREL Shares
and 33,930 Class B AREL shares.
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Under the Articles, shareholders holding Class A AREL Shares and Class B AREL shares have the
same rights. Accordingly, the Class A AREL Shares and Class B AREL Shares are treated equally under
the Scheme and will vote as a single class of Scheme Shares at the Court Meeting to be convened to
approve the Scheme.

Only Independent Shareholders may vote at the Court Meeting on the resolution to approve the
Scheme. The Offeror and MIDL’s wholly owned subsidiaries, Melco Nominees and Melco Services, and
any other persons acting in concert with the Offeror will not vote at the Court Meeting on the resolution
to approve the Scheme.

As at the Latest Practicable Date, the Independent Shareholders were interested in 5,592 AREL
Shares, comprising 3,399 Class A AREL Shares and 2,193 Class B AREL Shares (together representing
approximately 13.32% of the issued share capital of AREL as at the Latest Practicable Date), and the
Offeror and persons acting in concert with the Offeror were interested in 36,398 AREL Shares,
comprising 4,661 Class A AREL Shares and 31,737 Class B AREL Shares (together representing
approximately 86.68% of the issued share capital of AREL as at the Latest Practicable Date).

The number of Scheme Shares in issue as at the Latest Practicable Date, which would be cancelled
if the Scheme becomes effective, was 5,592 AREL Shares, representing approximately 13.32% of the
issued share capital of AREL. At the Cancellation Price, the Proposal values the entire issued share
capital of AREL at approximately HK$373,532,962.

CONDITIONS OF THE PROPOSAL

The Proposal will become effective and binding on AREL and all Scheme Shareholders subject to
the fulfillment or waiver (as applicable) of the following Conditions:

(a)  the approval of the Scheme (by way of poll) by Independent Shareholders present and
voting, either in person or by proxy, at the Court Meeting by at least 75% of the votes
attaching to the Scheme Shares held by the Independent Shareholders that are cast, either in
person or by proxy, at the Court Meeting, provided that the number of votes cast (by way of
poll) against the resolution to approve the Scheme at the Court Meeting is not more than
10% of the votes attaching to all the Scheme Shares held by the Independent Shareholders;

(b)  the passing of a special resolution by a majority of at least 75% of the votes cast by AREL
Shareholders present and voting, in person or by proxy, at the EGM, to approve and give
effect to the Scheme including the approval of the reduction of the issued share capital of
AREL by cancelling and extinguishing the Scheme Shares and, immediately thereafter, the
application of the credit amount arising in the books of AREL as a result of the aforesaid
reduction of the issued share capital of AREL to pay up in full such numbers of new Class
A AREL Shares and Class B AREL Shares as are equal to the respective numbers of Class
A AREL Shares and Class B AREL Shares cancelled, to be issued to the Offeror;

(c) the Court’s sanction of the Scheme (with or without modifications) and the delivery to the
Companies Registry of a copy of the order of the Court for registration;
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EXPLANATORY STATEMENT

(d)  compliance with the procedural requirements of the Companies Ordinance in relation to the
Scheme and the reduction of the issued share capital of AREL respectively;

(e) all Authorisations (if any) in connection with the Proposal from or with (as the case may be)
the Relevant Authorities in Hong Kong and/or any other relevant jurisdictions having been
obtained and, if applicable, any waiting periods having expired or terminated (in each case
where such Authorisation is material in the context of AREL and in the context of the
Proposal);

(f) all Authorisations (if any) remaining in full force and effect without variation, and all
necessary statutory or regulatory obligations in all relevant jurisdictions having been
complied with and no requirement having been imposed by any Relevant Authorities which
is not expressly provided for (or is in addition to requirements expressly provided for) in
relevant laws, rules, regulations or codes in connection with the Proposal or any matters,
documents (including circulars) or things relating thereto, in each aforesaid case up to and at
the time when the Scheme becomes effective (in each case where such Authorisation is
material in the context of AREL and in the context of the Proposal);

(g) no government, governmental, quasi-governmental, statutory or regulatory body, court or
agency in any jurisdiction having taken or instituted any action, proceeding, suit,
investigation or enquiry (or enacted, made or proposed, and there not continuing to be
outstanding, any statute, regulation, demand or order) that would make the Proposal or the
Scheme void, unenforceable or illegal (or which would impose any material and adverse
conditions or obligations with respect to the Proposal or the Scheme); and

(h)  no litigation, arbitration proceedings, prosecution or other legal proceedings being instituted
against AREL after the date of the Announcement and no such proceedings being threatened
in writing against it (and no investigation by any government or quasi-governmental,
supranational, regulatory or investigative body or court in respect of any such member or
the business carried on by any such member having been threatened in writing, announced
or instituted), in each case which is material and adverse in the context of AREL and in the
context of the Proposal.

The Offeror reserves the right to waive all or any of the above Conditions, either in whole or in
respect of any particular matter, except for Conditions (a) to (d).

AREL shall use its reasonable endeavours to ensure that Condition (h) is fulfilled.

The Offeror may not invoke Conditions (e) or (f) unless any of the Authorisations referred to in
those Conditions are either not obtained or are obtained subject to conditions imposed by the Relevant
Authorities and any of those conditions cannot reasonably be satisfied by the Offeror or is otherwise
unduly burdensome or onerous to the Offeror or any person acting in concert with the Offeror. In respect
of Conditions (e) and (f), the Offeror is not aware of any Authorisations or consents which are required,
save for the Court’s sanction of the Scheme already set out above as separate Condition (c).
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All of the Conditions will have to be fulfilled or waived, as applicable, on or before the Long Stop
Date (or such other date as the Offeror and AREL may agree and the Court may allow), otherwise the
Proposal will lapse.

Pursuant to Note 2 to Rule 30.1 of the Takeovers Code, the Offeror may only invoke any or all of
the Conditions as a basis for not proceeding with the Scheme if the circumstances which give rise to a
right to invoke any such Condition are of material significance to the Offeror in the context of the
Proposal.

Assuming that the Conditions are fulfilled (or, as applicable, waived in whole or in part), it is
expected that the Scheme will become effective before 30 September 2019. A further announcement
would be made in the event of a material change to the expected Effective Date of the Scheme.

An announcement would be made by the Offeror and AREL if the Scheme were to lapse.

AREL Shareholders and potential investors should be aware that the implementation of the
Proposal is subject to the Conditions being fulfilled or waived, as applicable, and thus may or may
not become effective. AREL Shareholders and potential investors are advised to exercise caution
when dealing in AREL Shares.

SCHEME OF ARRANGEMENT UNDER SECTION 673 OF THE COMPANIES ORDINANCE
AND THE COURT MEETING

Under section 670 of the Companies Ordinance, where an arrangement is proposed to be entered
into by a company with the members, or any class of the members, of the company, the Court may, on an
application made by the company, any of the members or any member of that class, order a meeting of
those members or of that class of members, as the case may be, to be summoned in any manner that the
Court directs.

Under section 673 of the Companies Ordinance, if the members or the class of members with
whom the arrangement is proposed to be entered into agree or agrees to the arrangement, the Court may,
on application by the company, any of the members or any member of that class, as the case may be,
sanction the arrangement. An arrangement sanctioned by the Court as aforesaid is binding on the
members or the class of members with whom the arrangement is proposed to be entered into.

The Scheme is a takeover offer under section 674 of the Companies Ordinance. Under section 674
of the Companies Ordinance, where the arrangement involves a takeover offer, the members or the class
of members agree or agrees to the arrangement if, at a meeting summoned as directed by the Court as
aforesaid, members representing at least 75% of the voting rights of the members or the class of
members, as the case may be, present and voting, in person or by proxy, agree to the arrangement and the
votes cast against the arrangement at the meeting do not exceed 10% of the total voting rights attached to
all disinterested shares (as defined in section 674 of the Companies Ordinance) in the company or of the
class in the company, as the case may be.
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THE ADDITIONAL REQUIREMENTS IMPOSED BY RULE 2.10 OF THE TAKEOVERS CODE

In addition to satisfying any requirements under the Companies Ordinance as summarised above,

under Rule 2.10 of the Takeovers Code, except with the consent of the Executive, the Scheme may only

be implemented if:

)

(i1)

the Scheme is approved by at least 75% of the votes attaching to the disinterested AREL
Shares (namely, the AREL Shares held by the Independent Shareholders) that are cast either
in person or by proxy at a duly convened meeting of the holders of the disinterested AREL
Shares (namely, the Independent Shareholders); and

the number of votes cast against the resolution to approve the Scheme at such meeting is not
more than 10% of the votes attaching to all disinterested AREL Shares (namely, all the
AREL Shares held by the Independent Shareholders).

BINDING EFFECT OF THE SCHEME

Notwithstanding the fact that there may be a dissenting minority, if the Scheme is approved at the

Court Meeting in accordance with the requirements of Section 674 of the Companies Ordinance and Rule
2.10 of the Takeovers Code, as described above, and is sanctioned by the Court under section 673 of the

Companies Ordinance and the other Conditions are either fulfilled or (to the extent permitted) waived, the
Scheme will become binding on AREL and all Scheme Shareholders.

If the Scheme becomes effective and binding as aforesaid:

()

(i1)

(iii)

(iv)

all the Scheme Shares will be cancelled, whereupon the issued share capital of AREL shall
be reduced from HK$25,075,000 to HK$20,576,268 and all share certificates representing
holdings of those Scheme Shares will cease to have effect as documents of title;

the issued share capital of AREL will then be increased by the allotment and issuance to the
Offeror of 3,399 new Class A AREL Shares and 2,193 new Class B AREL Shares, which
are equal to the respective numbers of Class A AREL Shares and Class B AREL Shares
cancelled;

on the Effective Date, the credit amount of HK$4,498,732 which will arise in AREL’s books
of account as a result of the said reduction of issued share capital will be applied in paying
up in full the above-mentioned 3,399 new Class A AREL Shares and 2,193 Class B AREL
Shares (equal to the respective numbers of Class A AREL Shares and Class B AREL Shares
cancelled) which will be allotted and issued, credited as fully paid, to the Offeror; and

the Offeror will pay the Cancellation Price of HK$8,895.76 per Scheme Share to the Scheme
Shareholders for each Scheme Share held by them on the Record Date prior to the
cancellation of the Scheme Shares.

As a result, the Offeror and MIDL’s wholly owned subsidiaries, Melco Nominees and Melco
Services, will hold 100% of the issued share capital of AREL.
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The Offeror has agreed to appear by counsel on the hearing of the petition to sanction the Scheme
and to undertake to the Court to be bound thereby and to execute and do, and procure to be executed and
done, all such documents, acts and things as may be necessary or desirable to be executed or done by the
Offeror for the purpose of giving effect to the Scheme.

SHAREHOLDINGS OF THE OFFEROR AND PERSONS ACTING IN CONCERT WITH THE
OFFEROR

As at the Latest Practicable Date, the Offeror and persons acting in concert with the Offeror were
interested in 36,398 AREL Shares, made up of 4,661 Class A AREL Shares and 31,737 Class B AREL
Shares (together representing approximately 86.68% of the issued share capital of AREL as at the Latest
Practicable Date). Among those AREL Shares, Melco Nominees, a wholly owned subsidiary of MIDL,
was interested in 1 Class B AREL Share (representing approximately 0.0024% of the issued share capital
of AREL as at the Latest Practicable Date); and Melco Services, a wholly owned subsidiary of MIDL,
was interested in 1 Class A AREL Share (representing approximately 0.0024% of the issued share capital
of AREL as at the Latest Practicable Date).

The Offeror, Melco Nominees and Melco Services are parties acting in concert in relation to AREL

for the purposes of the Takeovers Code. The AREL Shares held by the Offeror, Melco Nominees and
Melco Services are not Scheme Shares and will not be cancelled under the Scheme.
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EFFECTS OF THE SCHEME

Shareholding structure

The charts below show the simplified shareholding structure of AREL as at the Latest Practicable
Date and immediately following implementation of the Proposal:

As at the Latest Practicable Date

MIDL
100% 100% 100%
Offeror Melco Melico Scheme
Nominees Services Shareholders
86.678% 0.002% 0.002% 13.318%
AREL
Immediately following implementation of the Proposal
MIDL
100% 100% 100%
Offeror Melco Melco
Nominees Services
99.996% 0.002% 0.002%
AREL
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The table below sets out the shareholding structure of AREL as at the Latest Practicable Date:

Number of
AREL
Shares held
(Class A
AREL
Shares and
Number of % of Number of % of Class B % of
Class A Class A Class B Class B AREL issued share
AREL AREL AREL AREL Shares in capital
AREL Shareholders ~ Shares held ~ Shares held? Shares held ~ Shares held? aggregate)  (approximate)®
Offeror and its
concert parties
Offeror 4,660 57.82% 31,736 93.53% 36,396 86.68%
Melco Nominees - - 1 0.01% 1 0.00%
Melco Services 1 0.01% - - 1 0.00%
Subtotal: 4,661 57.83% 31,737 93.54% 36,398 86.68%
Scheme Shareholders 3,399 42.17% 2,193 6.46% 5,592 13.32%
Total: 8,060 100% 33,930 100% 41,990 100%
Note:
(1) Rounded to 2 decimal places.
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The table below sets out the shareholding structure of AREL immediately following
implementation of the Proposal and after cancellation of the Scheme Shares:

Number of
AREL
Shares held
(Class A
AREL
Shares and

Number of % of  Number of % of Class B % of

Class A Class A Class B Class B AREL issued share

AREL AREL AREL AREL Shares in capital

AREL Shareholders ~ Shares held ~ Shares held? Shares held ~ Shares held? aggregate)  (approximate)®

Offeror and its
concert parties

Offeror 8,059 99.99% 33,929 100.00% 41,988 100.00%
Melco Nominees - - 1 0.00% 1 0.00%
Melco Services 1 0.01% - - 1 0.00%
Subtotal: 8,060 100% 33,930 100% 41,990 100%
Scheme Shareholders 0 0% 0 0% 0 0%
Total: 8,060 100% 33,930 100% 41,990 100%
Note:

(1) Rounded to 2 decimal places.

Material interests of AREL Directors and effects of the Scheme on such interests

As at the Latest Practicable Date, Mr. Evan Andrew Winkler, Mr. Chung Yuk Man, Clarence and
Mr. Leung Hoi Wai, Vincent, all being AREL Directors, are respectively interested in shares representing
approximately 0.36%, 0.23% and 0.006% of the total issued shares of MIDL (which wholly-owns the
Offeror, Melco Nominees and Melco Services). In addition, Mr. Evan Andrew Winkler, Mr. Chung Yuk
Man, Clarence and Mr. Leung Hoi Wai, Vincent have also been granted share options and share awards
entitling them to acquire shares respectively representing approximately 0.46%, 0.22% and 0.029% of the
total issued shares of MIDL as at the Latest Practicable Date, upon exercise of the options in full or
vesting of the share awards (as the case may be).

Mr. Evan Andrew Winkler and Mr. Chung Yuk Man, Clarence also concurrently serve on the
respective boards of the Offeror and its holding company, MIDL. Mr. Leung Hoi Wai, Vincent, also an
AREL Director, is a director appointed to the AREL Board by an affiliate of the Offeror and is an
executive of MIDL. It is therefore not possible for AREL to form an independent board committee to
advise the Independent Shareholders on the Proposal pursuant to Rule 2.1 of the Takeovers Code.
Accordingly, under Rule 2.8 of the Takeovers Code, the AREL Board has appointed Crescendo Capital as
the independent financial adviser to advise the Independent Shareholders on the Proposal.

Notwithstanding the above, as at the Latest Practicable Date, none of the AREL Directors held any

interests in any AREL Shares. Accordingly, the Scheme will not have any direct effect on any interests of
the AREL Directors in any AREL Shares.
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Dealings in AREL Shares

As the AREL Shares are not listed on the Stock Exchange or any other stock exchanges, there is
no information in relation to the prices of the AREL Shares quoted on the Stock Exchange or any other
stock exchanges.

Except for the sale of 96 Class A AREL Shares and 25 Class B AREL Shares by a then
Independent Shareholder to an independent third party for a consideration of HK$96,000 and HK$12,500
on 24 June 2019, respectively (as notified to AREL by the transferring Independent Shareholder), no
transactions have taken place during the Relevant Period in respect of any AREL Shares.

CANCELLATION PRICE

The Cancellation Price was determined based on the audited consolidated net asset value
attributable to AREL Shareholders per AREL Share of approximately HK$8,895.76 as at 31 December
2018.

Such audited consolidated net asset value per AREL Share was calculated using AREL’s audited
consolidated statement of financial position as at 31 December 2018, in which AREL’s investment
properties are stated at fair value determined in accordance with a valuation carried out by an
independent qualified professional valuer not connected with AREL. AREL’s audited consolidated
financial statements in respect of the year ended 31 December 2018 and a valuation report of AREL’s
investment properties conducted by an independent valuer and complying with the requirements of Rule
11 of the Takeovers Code are included in Appendix II to this Scheme Document.

At the Cancellation Price, the Proposal values the entire issued share capital of AREL at
approximately HK$373,532,962.

FINANCIAL ADVISER TO THE OFFEROR AND CONFIRMATION OF FINANCIAL RESOURCES
Lego has been appointed as the financial adviser to the Offeror in connection with the Proposal.

Lego, as financial adviser to the Offeror, is satisfied that sufficient financial resources are, and will
remain, available to the Offeror for the full implementation of the Proposal in accordance with its terms.

The Offeror will fund the payment of the cash consideration under Scheme by using its internal
cash resources.
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Information on AREL

AREL is a public company incorporated in Hong Kong on 27 October 1970. Its securities are not
listed or traded on any securities exchange. It is principally engaged in a restaurant business, trading as
“Jumbo Kingdom”, in Aberdeen, Hong Kong.

A summary of the audited consolidated financial results of AREL for each of the two years ended
31 December 2018 and 31 December 2017, is set out below:

For the year ended
31 December 2018 31 December 2017

HKS$ HKS$
Revenue 82,531,881 88,508,078
Profit before taxation 23,391,789 72,157,162
Profit after taxation 23,391,789 72,157,162
Profit attributable to equity holders of AREL 23,380,313 72,161,915

The audited consolidated net assets attributable to AREL Shareholders as at 31 December 2018
and 31 December 2017 were approximately HK$373,532,782 and HK$350,140,993, respectively.

Your attention is also drawn to Appendix I to this Scheme Document which sets out the “Financial
Information of AREL”.

INFORMATION ON THE OFFEROR AND MIDL

The Offeror is a company incorporated in the British Virgin Islands and is an investment holding
company. The Offeror, Melco Nominees and Melco Services are all wholly owned subsidiaries of MIDL,
which has its shares listed on the Stock Exchange under stock code: 200. MIDL, through its subsidiaries,
is principally engaged in leisure, gaming and entertainment and other investments. As at the Latest
Practicable Date, the Offeror, Melco Nominees and Melco Services hold approximately 86.68% of the
issued share capital of AREL.

INTENTION OF THE OFFEROR WITH REGARD TO AREL

It is the intention of the Offeror for AREL to maintain its existing business upon the successful
privatisation of AREL. The Offeror has no plan to introduce any material changes to the business and/or
assets of AREL, to redeploy its fixed assets or to discontinue the employment of employees of AREL as
a result of the Proposal.

REASONS FOR AND BENEFITS OF THE PROPOSAL

The Offeror has long considered that there are advantages from a management point of view in
privatising AREL.
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AREL has not paid dividends in recent years. The Proposal, if it becomes effective, gives the
Independent Shareholders the opportunity to realise their investment in a non-publically traded share at a
fixed-price cash consideration. On the other hand, the privatisation of AREL would also allow the Offeror
to further consolidate its interests in AREL to better support and better facilitate AREL’s future business
plans.

SHARE CERTIFICATES

Upon the Scheme becoming effective, all Scheme Shares will be cancelled. Share certificates for
the AREL Shares held by the Scheme Shareholders will thereafter cease to have effect as documents of,
or evidence of, title. The Scheme Shareholders will be notified by way of an announcement of the exact
date on which the Scheme will become effective. The Scheme will lapse if it does not become effective
on or before the Long Stop Date (or such later date as the Offeror and AREL may agree and the Court
may allow).

REGISTRATION AND PAYMENT

Upon the Scheme becoming effective, payment of the consideration of the Scheme Shares will be
made to the Scheme Shareholders whose names appear on the Register on the Record Date. On the basis
that the Scheme becomes effective on or about Wednesday, 25 September 2019, cheques for payment of
the consideration payable under the Scheme are expected to be despatched as soon as possible but in any
event within seven business days (as defined in the Takeovers Code) from the date when the Scheme
becomes effective. In the absence of any specific instructions to the contrary received in writing by the
Company Secretary of AREL, at 38th Floor, The Centrium, 60 Wyndham Street, Central, Hong Kong,
cheques will be sent to the persons entitled thereto at their respective registered addresses or, in the case
of joint holders, to the registered address of that joint holder whose name stands first in the Register in
respect of the joint holding. All such cheques will be sent at the risk of the person(s) entitled thereto and
none of AREL, the Offeror or their respective financial advisers will be responsible for any loss or delay
in despatch.

On or after the day being six calendar months after the posting of such cheques, the Offeror shall
have the right to cancel or countermand payment of any such cheque which has not been cashed or has
been returned uncashed, and shall place all monies represented thereby in a deposit account in AREL’s
name with a licensed bank in Hong Kong selected by AREL.

AREL shall hold such monies until the expiry of six years from the Effective Date and shall, prior
to such date, make payments thereout of the sums, together with any interest earned thereon, to persons
who satisfy AREL that they are respectively entitled thereto and that the cheques of which they are
payees have not been cashed. On the expiry of six years from the Effective Date, the Offeror shall be
released from any further obligation to make any payments under the Scheme and AREL shall thereafter
transfer to the Offeror the balance (if any) of the sums then standing to the credit of the deposit account
in its name, including any interest accrued thereon subject, if applicable, to the deduction of any interest
or withholding or other tax or any other deduction required by law and subject to the deduction of any
expenses.
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The latest time for lodging transfers of AREL Shares to qualify for entitlements under the Scheme
is 4:30 p.m. on Wednesday, 18 September 2019. The Scheme Shareholders should ensure that their
Shares are registered or lodged for registration in their names or in the name(s) of their nominees with
the Company Secretary of AREL, at 38th Floor, The Centrium, 60 Wyndham Street, Central, Hong Kong
before that time.

Assuming that the Scheme becomes effective, all existing certificates representing the Scheme
Shares will cease to have effect as documents or evidence of title as from the Effective Date.

Settlement of the cash entitlements to which any Scheme Shareholder is entitled under the Scheme
will be implemented in full in accordance with the terms of the Scheme without regard to any lien, right
of set-off, counterclaim or other analogous right to which the Offeror or AREL may otherwise be, or
claim to be, entitled against such Scheme Shareholder.

OVERSEAS SHAREHOLDERS OF AREL

This Scheme Document has been prepared for the purpose of complying with the laws of Hong
Kong, and the information disclosed herein may not be the same as that which would have been disclosed
if this Scheme Document had been prepared in accordance with the laws of any other jurisdiction.

This Scheme Document does not constitute an offer or invitation to sell, purchase, subscribe for or
issue any securities or the solicitation of an offer to buy or subscribe for securities pursuant to this
Scheme Document or otherwise in any jurisdiction in which such offer, invitation or solicitation is
unlawful.

The distribution of this Scheme Document, and the making of the Proposal, to Scheme
Shareholders not resident in Hong Kong may be subject to the laws of the relevant jurisdictions. Such
Scheme Shareholders should inform themselves about and observe any applicable legal and regulatory
requirements. It is the responsibility of any overseas Scheme Shareholders of AREL wishing to accept the
Proposal to satisfy themselves as to the full observance of the laws of the relevant jurisdiction in
connection therewith, including the obtaining of any governmental, exchange control or other consents
which may be required, and the compliance with other necessary formalities and the payment of any
issue, transfer or other taxes due in such jurisdiction.

TAXATION

As the Scheme does not involve the sale and purchase of Hong Kong stock, no stamp duty will be
payable pursuant to the Stamp Duty Ordinance (Chapter 117 of the Laws of Hong Kong) on the
cancellation of the Scheme Shares upon the Scheme becoming effective.

The Scheme Shareholders, whether in Hong Kong or in other jurisdictions, are recommended to
consult their professional advisers if they are in any doubt as to the taxation implications of the Scheme
and in particular, whether receipt of the Cancellation Price would make such Scheme Shareholder liable
to taxation in Hong Kong or in other jurisdictions.
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It is emphasised that none of AREL, the Offeror, Lego, Crescendo Capital, their respective officers
or advisers and any other person involved in the Proposal accepts responsibility for any tax or other
effects on, or liabilities of, any person or persons as a result of the implementation or otherwise of the
Proposal.

COURT MEETING AND EGM

In accordance with the direction of the Court, the Court Meeting will be convened for the purpose
of considering and, if thought fit, passing an appropriate resolution to approve the Scheme (with or
without modifications). Insofar as the sanction of the Scheme by the Court is concerned, such a resolution
will be passed if the Independent Shareholders representing at least 75% of the voting rights of the
Independent Shareholders present and voting, either in person or by proxy, at the Court Meeting vote in
favour of the Scheme and the votes cast against the Scheme at the Court Meeting do not exceed 10% of
the total voting rights attached to all disinterested shares (as defined in section 674 of the Companies
Ordinance) in AREL. Insofar as the approval of the Scheme under the Takeovers Code is concerned, the
Scheme will be considered to have been approved under the Takeovers Code if (i) the Scheme is
approved (by way of poll) by at least 75% of the votes attaching to the Scheme Shares of the Independent
Shareholders that are cast either in person or by proxy at the Court Meeting; and (ii) the number of votes
cast (by way of poll) against the resolution at the Court Meeting is not more than 10% of all the Scheme
Shares held by all of the Independent Shareholders. Based on 5,592 AREL Shares held by the
Independent Shareholders as at the Latest Practicable Date, more than 10% of such AREL Shares would
be 560 AREL Shares.

In addition to the resolution required to sanction the Scheme at the Court Meeting, the Scheme also
involves a reduction of issued share capital as one of its terms. Under the Companies Ordinance and the
Articles, the reduction of issued share capital is required to be approved by a special resolution of AREL
Shareholders. Such special resolution will be proposed at the EGM, which is being convened to be held
immediately following the Court Meeting for the purpose of considering and, if thought fit, passing a
special resolution to approve the reduction of issued share capital of AREL and the cancellation of the
Scheme Shares and to approve and give effect to the Scheme. The special resolution will be passed
provided that it is approved by a majority of at least 75% of the votes cast by AREL Shareholders present
and voting, in person or by proxy, at the EGM. All AREL Shareholders will be entitled to attend and vote
at the EGM.

As at the Latest Practicable Date, the Independent Shareholders were interested in 5,592 AREL
Shares, made up of 3,399 Class A AREL Shares and 2,193 Class B AREL Shares (together representing
approximately 13.32% of the issued share capital of AREL), and the Offeror and persons acting in
concert with the Offeror were interested in 36,398 AREL Shares, made up of 4,661 Class A AREL Shares
and 31,737 Class B AREL Shares (together representing approximately 86.68% of the issued share capital
of AREL).

Only Independent Shareholders may vote at the Court Meeting on the resolution to approve the
Scheme. AREL Shares owned by the Offeror and MIDL’s wholly owned subsidiaries, Melco Nominees
and Melco Services, and any other persons acting in concert with the Offeror will not vote at the Court
Meeting on the resolution to approve the Scheme.
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AREL Shareholders are urged to have their names entered in the Register as soon as possible for,
among others, the following reasons:

(1) to enable such of the AREL Shareholders (who are Independent Shareholders) to attend the
Court Meeting in the capacity as Independent Shareholders or to be represented by proxies
to be appointed by them;

(i)  to enable AREL to properly classify members of AREL for the purposes of Section 674 of
the Companies Ordinance; and

(iii) to enable AREL and the Offeror to make arrangements to effect payments by way of the
delivery of cheques to the most appropriate person when the Scheme becomes effective. All
deliveries of cheques required for making payment in respect of the Scheme Shares as
aforesaid shall be effected by duly posting the same in pre-paid envelopes addressed to the
persons respectively entitled thereto at their respective addresses as appearing in the
Register at the close of business on the Record Date.

No person shall be recognised by AREL as holding any AREL Shares upon any trust. Any
beneficial owner of AREL Shares (the “Beneficial Owner”) whose AREL Shares are registered in the
name of a nominee, trustee, depository or any other authorised custodian or third party (the “Registered
Owner”) should contact such Registered Owner to give instructions to and/or to make arrangements with
such Registered Owner as to the manner in which the AREL Shares beneficially owned by the Beneficial
Owner should be voted at the Court Meeting and/or the EGM. A Beneficial Owner who wishes to attend
the Court Meeting and/or the EGM personally should contact the Registered Owner directly to make the
appropriate arrangements with the Registered Owner to enable the Beneficial Owner to attend and vote at
the Court Meeting and/or the EGM and for such purpose the Registered Owner may appoint the
Beneficial Owner as its proxy. The appointment of a proxy by the Registered Owner at the relevant Court
Meeting and/or the EGM shall be in accordance with all relevant provisions in the Articles. In the case of
the appointment of a proxy by the Registered Owner, the relevant forms of proxy shall be completed and
signed by the Registered Owner and shall be lodged in the manner and before the latest time for lodging
the relevant forms of proxy as more particularly set out in this Scheme Document.

Notice of the Court Meeting is set out on pages 103 to 105 of this Scheme Document. The Court
Meeting will be held at 2:00 p.m. on Thursday, 12 September 2019 at the Jumbo Floating Restaurant,
Shum Wan Pier Drive, Wong Chuk Hang, Aberdeen, Hong Kong.

Notice of the EGM is set out on pages 106 to 108 of this Scheme Document. The EGM will be
held at 2:30 p.m. (or as soon thereafter as the Court Meeting shall have been concluded or adjourned) on
Thursday, 12 September 2019 at the Jumbo Floating Restaurant, Shum Wan Pier Drive, Wong Chuk
Hang, Aberdeen, Hong Kong.
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ACTION TO BE TAKEN BY AREL SHAREHOLDERS

A pink form of proxy for use at the Court Meeting and a white form of proxy for use at the EGM
are enclosed with this Scheme Document.

Whether or not you are able to attend the Court Meeting and/or the EGM, you are strongly urged
to complete and sign the enclosed pink form of proxy in respect of the Court Meeting, and the enclosed
white form of proxy in respect of the EGM, in accordance with the instructions printed thereon, and to
lodge them with the Company Secretary of AREL, at 38th Floor, The Centrium, 60 Wyndham Street,
Central, Hong Kong. In order to be valid, the pink form of proxy for use at the Court Meeting should be
lodged not later than 2:00 p.m. on Tuesday, 10 September 2019 and the white form of proxy for use at
the EGM should be lodged not later than 2:30 p.m. on Tuesday, 10 September 2019. In the case of the
pink form of proxy in respect of the Court Meeting, it may alternatively be returned by facsimile at
number (852) 3162 3579 (marked for the attention of “the Company Secretary”) up to the time of the
Court Meeting or it may be handed to the chairman of the Court Meeting at the Court Meeting, if it is not
so lodged. The completion and return of a form of proxy for the Court Meeting or the EGM will not
preclude you from attending and voting in person at the relevant meeting. In such event, the returned
form of proxy will be deemed to have been revoked.

An announcement will be made by AREL in relation to the results of the Court Meeting and the
EGM. In addition, an announcement will be made of the results of the hearing of the petition to sanction
the Scheme by the Court and, if the Scheme is sanctioned, the Record Date and the Effective Date.

If you do not appoint a proxy and you do not attend and vote at the Court Meeting, you will still
be bound by the outcome of such Court Meeting. You are therefore strongly urged to attend and vote at
the Court Meeting in person or by proxy.

Voting at the Court Meeting and the EGM will be taken by poll as required under the Takeovers
Code.

For the purpose of determining the entitlements of AREL Shareholders to attend and vote at the
Court Meeting and the EGM, the Register will be closed from Thursday, 5 September 2019 to Thursday,
12 September 2019 (both days inclusive) and during such period, no transfer of Shares will be effected.
In order to qualify to vote at the Court Meeting and the EGM, all transfers accompanied by the relevant
share certificates must be lodged with the Company Secretary of AREL, at 38th Floor, The Centrium, 60
Wyndham Street, Central, Hong Kong, not later than 4:30 p.m. on Wednesday, 4 September 2019.

COSTS OF THE SCHEME
The costs of the Scheme will be borne by the Offeror. The costs of the Scheme and of its

implementation are expected to amount to approximately HK$4 million. These primarily consist of fees
for financial advisers, legal advisers, accounting, printing and other related charges.
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RECOMMENDATION

Your attention is drawn to the following:

(1) the paragraph headed “Recommendation” in the “Letter from the AREL Board to the AREL
Shareholders” set out on page 43 of this Scheme Document; and

(i)  a letter from Crescendo Capital set out on pages 12 to 26 of this Scheme Document.

ADDITIONAL INFORMATION

Additional information is set out in the Appendices to, and elsewhere in, this Scheme Document,
all of which form part of this Explanatory Statement.
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1. THREE-YEAR FINANCIAL SUMMARY

Set out below is a summary of the financial information of AREL for each of the three years ended
31 December 2016, 2017 and 2018, which are extracted from the audited consolidated financial
statements of AREL for the years then ended. The financial statements are prepared in accordance with
Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants. The auditor’s reports in respect of AREL’s audited consolidated financial statements for
each of the three years ended 31 December 2016, 2017 and 2018 did not contain any qualifications.

CONSOLIDATED STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE

INCOME
2018 2017 2016
HK$ HK$ HK$
Revenue 82,531,881 88,508,078 85,151,410

Cost of sales

Gross profit

Other income and gains, net
Administrative expenses
Increase in fair value of investment

(23,357,503)

(25,165,956)

(23,653,777)

59,174,378

2,228,336

(73,386,436)

63,342,122

1,727,521
(76,367,479)

61,497,633

1,557,949
(73,163,772)

properties 36,000,000 84,000,000 11,695,320
Finance costs (624,489) (545,002) (566,928)
PROFIT BEFORE TAX 23,391,789 72,157,162 1,020,202
Income tax - - -
PROFIT FOR THE YEAR AND

TOTAL COMPREHENSIVE

INCOME FOR THE YEAR 23,391,789 72,157,162 10,020,202
Profit and total comprehensive income

attributable to:

Owner of the Company 23,380,313 72,161,915 1,007,644

Non-controlling interests 11,476 (4,753) 12,558

23,391,789 72,157,162 1,020,202
Earnings per share attributable to the
Company HK$557 HK$1,718 HK$24
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FINANCIAL INFORMATION OF AREL

AUDITED CONSOLIDATED FINANCIAL INFORMATION

Set out below is the full text of the audited consolidated financial statements of AREL for the year

ended 31 December 2018.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
Year ended 31 December 2018

REVENUE

Cost of sales

Gross profit

Other income and gains, net

Administrative expenses

Increase in fair value of investment properties
Finance costs

PROFIT BEFORE TAX

Income tax

PROFIT FOR THE YEAR AND
TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

Profit and total comprehensive income
attributable to:
Owner of the Company
Non-controlling interests
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2018
HK$

82,531,881

(23,357,503)

2017
HKS$

88,508,078

(25,165,956)

59,174,378 63,342,122
2,228,336 1,727,521
(73,386,436) (76,367,479)
36,000,000 84,000,000
(624,489) (545,002)
23,391,789 72,157,162
23,391,789 72,157,162
23,380,313 72,161,915
11,476 (4,753)
23,391,789 72,157,162
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2018

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties

Loan to ultimate holding company
Loan to immediate holding company

Total non-current assets

CURRENT ASSETS

Inventories

Loan to ultimate holding company

Due from ultimate holding company

Due from immediate holding company

Due from fellow subsidiaries

Trade receivables

Prepayments, deposits and other receivables

Restricted cash

Bank deposits with original maturity
over three months

Cash and bank balances

CURRENT LIABILITIES
Trade and other payables
Receipts on accounts

Due to fellow subsidiaries
Interest-bearing bank borrowings

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES
Interest-bearing bank borrowings

Net assets
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10
14
16

12
14
15
15
15
13

17
17

18

15
19

19

2018 2017
HK$ HK$
6,863,232 7,906,790
310,000,000 274,000,000
14,055,000 19,035,000
27,500,000 27,500,000
358,418,232 328,441,790
1,458,706 1,716,671
4,980,000 4,980,000
177,994 138,003
687,958 7,007

- 417,553

1,693,706 2,283,202
4,139,197 4,065,293
947,000 947,000
40,000,000 78,641,556
39,690,005 13,183,133
93,774,566 106,379,418
59,292,516 60,075,115
- 285,000

37,500 10,100
4,980,000 4,980,000
64,310,016 65,350,215
29,464,550 41,029,203
387,882,782 369,470,993
14,350,000 19,330,000
14,350,000 19,330,000
373,532,782 350,140,993
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2018 2017
Notes HK$ HK$
EQUITY

Equity attributed to owners of the Company
Issued capital 20 25,075,000 25,075,000
Reserves 348,213,783 324,833,470
373,288,783 349,908,470
Non-controlling interests 243,999 232,523
Total equity 373,532,782 350,140,993

Evan Andrew Winkler

Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2018

Attributed to the owners of the Company

Non-
Share  Revaluation Retained controlling
capital reserves profits Total interests Total
HK$ HK$ HK$ HK$ HK$ HK$
At | January 2017 25,075,000 17,731,619 234,939,936 277,746,555 237,276 277,983,831
Profit for the year and
total comprehensive
income for the year - - 72,161,915 72,161,915 (4,753) 72,157,162
At 31 December 2017 and
1 January 2018 25,075,000 17,731,619%  307,101,851*% 349,908,470 232,523 350,140,993
Profit for the year and
total comprehensive
income for the year - - 23,380,313 23,380,313 11,476 23,391,789
At 31 December 2018 25,075,000 17,731,619%  330,482,164* 373,288,783 243,999 373,532,782
* These reserve accounts comprise the consolidated reserves of HK$348,213,783 (2017: HK$324,833,470) in the

consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 December 2018

Notes
CASH FLOWS FROM OPERATING
ACTIVITIES
Profit before tax
Adjustments for:
Bank interest income 4
Other interest income 4
Loss on disposal of items of property,
plant and equipment, net 6
Increase in fair value of investment properties 10
Depreciation of items of property,
plant and equipment 6
Finance costs 5

Decrease in inventories
Decrease/(increase) in amounts due

from fellow subsidiaries
Decrease/(increase) in trade receivables
(Increase)/decrease in prepayments,

deposits and other receivables
Increase/(decrease) in amounts due to

fellow subsidiaries
(Decrease)/increase in trade and other payables

Net cash flows used in operating activities

CASH FLOWS FROM
INVESTING ACTIVITIES
Receipt of bank deposits with
original maturity over three months
Repayment from ultimate holding company
Increase in amount due from
immediate holding company
Receipt of deposit from disposal of
investment properties
Interest received
Placement of bank deposits with
original maturity over three months
Purchases of property, plant and equipment

Net cash flows from investing activities
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2018
HK$

23,391,789

(1,086,884)
(805,901)

19,776
(36,000,000)

1,365,006
624,489

2017
HK$

72,157,162

(609,608)
(752,903)

21,058
(84,000,000)

1,561,401
545,002

(12,491,725)

(11,077,888)

257,965 222,469
417,553 (4,855)
589,496 (754,838)
(73,904) 1,221,202
27,400 (348,428)
(782,599) 1,034,794
(12,055,814) (9,707,544)
261,192,889 121,448,745
4,940,009 5,016,779
(680,951) -

- 50,000,000

1,892,785 1,362,511

(222,551,333)
(341,224)

(149,668,421)
(4,736,911)

44,452,175

23,422,703
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2018 2017
Notes HKS$ HKS$
CASH FLOWS FROM
FINANCING ACTIVITIES
Repayment of interest-bearing bank borrowings (4,980,000) (4,980,000)
Repayment to debenture holders (285,000) (575,000)
Interest paid (624,489) (545,002)
Net cash flows used in financing activities (5,889,489) (6,100,002)
NET INCREASE IN CASH AND
CASH EQUIVALENTS 26,506,872 7,615,157
Cash and cash equivalents at beginning of year 13,183,133 5,567,976
CASH AND CASH EQUIVALENTS
AT END OF YEAR 39,690,005 13,183,133
ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS
Cash and bank balances 17 39,690,005 13,183,133
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NOTES TO FINANCIAL STATEMENTS
31 December 2018

2.1

CORPORATE AND GROUP INFORMATION

Aberdeen Restaurant Enterprises Limited (the “Company”) is a limited liability company incorporated in Hong
Kong. The registered office of the Company is located at 38th Floor, The Centrium, 60 Wyndham Street, Central,
Hong Kong and the principal place of business of the Company is located at Shum Wan Pier Drive, Wong Chuk
Hang, Aberdeen, Hong Kong. In the opinion of directors, its immediate holding company is Melco Leisure and
Entertainment Group Limited, a private limited company incorporated in the British Virgin Islands. Its ultimate
holding company is Melco International Development Limited (“Melco International”), a company incorporated in
Hong Kong with its shares listed on The Stock Exchange of Hong Kong Limited.

During the year, the Company and its subsidiaries (collectively referred to as the “Group”) were engaged in the
operations of Jumbo Floating Restaurant, souvenir shop and property investment.

Information about subsidiaries

Particulars of the Company’s subsidiaries are as follows:

Percentage
Place of Paid up and of equity
registration registered attributable to
Name of subsidiary and operations capital the Company Principal activities
Tai Pak Sea-Food Hong Kong HK$1,350,000 97.78%  Lease out a floating
Restaurant Limited restaurant to the
Company
Sea Palace, Limited Hong Kong HK$1,950,000 99.74%  Dormant
Jumbo Catering Hong Kong HK$1,100,000 100%  Provision of management
Management Limited services

During the year ended 31 December 2018, the Group disposed of its wholly-owned subsidiary, J Kitchen Catering
Management Limited, to a fellow subsidiary of the Group, further details are disclosed in note 11 to the
consolidated financial statements.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for investment properties, and equity investments which have
been measured at fair value. These financial statements are presented in Hong Kong dollar (“HK$”), which is also
the Company’s functional currency.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for the
year ended 31 December 2018. A subsidiary is an entity (including a structured entity), directly or indirectly,
controlled by the Company. Control is achieved when the Group is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct the relevant activities of the investee).
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2.2

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;
(b) rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the Company. The results
of its subsidiaries are consolidated from the date on which the Group obtains control, and continue to be
consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the shareholders of the
Company and to the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities of the
subsidiary, (ii) the carrying amount of any non-controlling interests and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the consideration received, (ii) the fair value of any
investment retained and (iii) any resulting surplus or deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the Group had directly disposed of the related assets or
liabilities.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised HKFRSs for the first time for the current year’s financial

statements.

Amendments to HKFRS 2 Classification and Measurement of Share-based Payment Transactions
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance Contracts
HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers

Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from Contracts with Customers
Amendments to HKAS 40 Transfers of Investment Property

HK(IFRIC)-Int 22 Foreign Currency Transactions and Advance Consideration

Annual Improvements Amendments to HKFRS 1 and HKAS 28

2014-2016 Cycle

Other than as explained below regarding the impact of HKFRS 9 Financial Instruments and HKFRS 15 Revenue
from Contracts with Customers, the adoption of the above new and revised standards has had no significant
financial effect on these consolidated financial statements.
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HKFRS 9 Financial Instruments

HKFRS 9 Financial Instruments replaces HKAS 39 Financial Instruments: Recognition and Measurement, bringing
together all three aspects of the accounting for financial instruments: classification and measurement, impairment
and hedge accounting.

The Group has adopted HKFRS 9 from 1 January 2018 and did not restate comparative information in accordance
with the transitional provisions in HKFRS 9. The impacts from adopting HKFRS 9 relate to the impairment model
is summarized as follows:

Changes to the impairment model

HKFRS 9 requires an impairment of financial assets based on an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected credit loss model requires an entity to account for
expected credit losses (“ECLs”) and changes in those ECLs at each reporting date to reflect changes in credit risk
since initial recognition. Upon adoption of HKFRS 9, the Group has applied the simplified approach to recognize
lifetime ECLs for its trade receivables. The Group has determined that the adoption of HKFRS 9 did not have a
significant impact on the provision for impairment on its trade receivables and hence did not result in an adjustment
of the opening retained profits at 1 January 2018.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 and its amendments replace HKAS 11 Construction Contracts, HKAS 18 Revenue and related
interpretations and it applies, with limited exceptions, to all revenue arising from contracts with customers. HKFRS
15 establishes a new five-step model that applies to revenue arising from contracts with customers. Under HKFRS
15, revenues are recognized at amounts that reflect the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to customers. The principles in the HKFRS 15 provide a more
structured approach to measuring and recognizing revenue. The standard also introduces extensive qualitative and
quantitative disclosure requirements, including disaggregation of total revenue, information about performance
obligations, changes in contract asset and liability account balances between periods and key judgements and
estimates. The disclosures are included in note 4 to the consolidated financial statements. As a result of the
application of HKFRS 15, the Group has changed the accounting policy with respect to revenue recognition in note
2.4 to the consolidated financial statements.

The Group has adopted HKFRS 15 using the modified retrospective method of adoption. Under this method, the
standard can be applied either to all contracts at the date of initial application or only to contracts that are not
completed at this date. The Group has elected to apply the standard to contracts that are not completed as at 1
January 2018.

Although the application of HKFRS 15 has impacted on the classification of certain items in the financial
statements, it has had no impact on the financial performance of the Group. Hence, no cumulative effect of the
initial application of HKFRS 15 was recognised as an adjustment to the opening balance of retained profits as at 1
January 2018. The comparative information was not restated and continues to be reported under HKAS 11, HKAS
18 and related interpretations.

Set out below are the amounts by which each financial statement line item was affected as at 31 December 2018
and for the year ended 31 December 2018 as a result of the adoption of HKFRS 15. The adoption of HKFRS 15 has
had no impact on other comprehensive income or on the Group’s operating, investing and financing cash flows.
The first column shows the amounts recorded under HKFRS 15 and the second column shows what the amounts
would have been had HKFRS 15 not been adopted:

For the year ended 31 December 2018
Amounts prepared under

Previous Increase/

HKFRS 15 HKFRSs (decrease)

Note HK$ HKS$ HK$

Trade and other payables (a) 59,292,516 59,292,516 -
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2.3

(a) Consideration received from customers in advance

Before the adoption of HKFRS 15, the Group recognised consideration received from customers in advance
as other payables included in trade and other payables. Under HKFRS 15, the amount is classified as
contract liabilities which are also included in trade and other payables.

The application of HKFRS 15 has had no impact on the financial position or performance of the Group,
except for the reclassification of consideration received from customers in advance as other payables to
contract liabilities.

Accordingly, upon the adoption of HKFRS 15, the Group reclassified HK$501,283 from other payables to
contract liabilities as at 1 January 2018 in relation to the consideration received from customers in advance
as at 1 January 2018.

As at 31 December 2018, had the Group not applied HKFRS 15, contract liabilities of HK$376,286 in
relation to the consideration received from customers in advance for the provision of catering services
would have been included as other payables.

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet effective,
in these financial statements:

Amendments to HKFRS 3 Definition of a Business®
Amendments to HKFRS 9 Prepayment Features with Negative Compensation'
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and its Associate or
and HKAS 28 (2011) Joint Venture*
HKFRS 16 Leases'
HKFRS 17 Insurance Contracts®
Amendments to HKAS 1 Definition of Material?
and HKAS 8
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement'
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures'
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments'
Annual Improvements Amendments to the following standards:
2015-2017 Cycle — HKFRS 3 Business Combinations'

— HKFRS 11 Joint Arrangements'
— HKAS 12 Income Taxes'
— HKAS 23 Borrowing Costs'

Effective for annual periods beginning on or after 1 January 2019
Effective for annual periods beginning on or after 1 January 2020
Effective for annual periods beginning on or after 1 January 2021
No mandatory effective date yet determined but available for adoption

Further information about those HKFRSs that are expected to be applicable to the Group is described below.

Amendments to HKFRS 3 clarify and provide additional guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets to be considered a business, it must include, at a minimum,
an input and a substantive process that together significantly contribute to the ability to create output. A business
can exist without including all of the inputs and processes needed to create outputs. The amendments remove the
assessment of whether market participants are capable of acquiring the business and continue to produce outputs.
Instead, the focus is on whether acquired inputs and acquired substantive processes together significantly contribute
to the ability to create outputs. The amendments have also narrowed the definition of outputs to focus on goods or
services provided to customers, investment income or other income from ordinary activities. Furthermore, the
amendments provide guidance to assess whether an acquired process is substantive and introduce an optional fair
value concentration test to permit a simplified assessment of whether an acquired set of activities and assets is not
a business. The Group expects to adopt the amendments prospectively from 1 January 2020.
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HKFRS 16, replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-Int 27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. The standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to recognize assets and liabilities for most leases. The
standard includes two elective recognition exemptions for lessees — leases of low-value assets and short-term
leases. At the commencement date of a lease, a lessee will recognize a liability to make lease payments (i.e., the
lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e., the
right-of-use asset). The right-of-use asset is subsequently measured at cost less accumulated depreciation and any
impairment losses unless the right-of-use asset meets the definition of investment property in HKAS 40 Investment
Property, or relates to a class of property, plant and equipment to which the revaluation model is applied. The lease
liability is subsequently increased to reflect the interest on the lease liability and reduced for the lease payments.
Lessees will be required to separately recognize the interest expense on the lease liability and the depreciation
expense on the right-of-use asset. Lessees will also be required to remeasure the lease liability upon the occurrence
of certain events, such as change in the lease term and change in future lease payments resulting from a change in
an index or rate used to determine those payments. Lessees will generally recognize the amount of the
remeasurement of the lease liability as an adjustment to the right-of-use asset. Lessor accounting under HKFRS 16
is substantially unchanged from the accounting under HKAS 17. Lessors will continue to classify all leases using
the same classification principle as in HKAS 17 and distinguish between operating leases and finance leases.
HKFRS 16 requires lessees and lessors to make more extensive disclosures than under HKAS 17. Lessees can
choose to apply the standard using either a full retrospective or a modified retrospective approach. The Group will
adopt HKFRS 16 from 1 January 2019. The Group plans to adopt the transitional provisions in HKFRS 16 to
recognize the cumulative effect of initial adoption as an adjustment to the opening balance of retained profits at 1
January 2019 and will not restate the comparatives. In addition, the Group plans to apply the new requirements to
contracts that were previously identified as leases applying HKAS 17 and measure the lease liability at the present
value of the remaining lease payments, discounted using the Group’s incremental borrowing rate at the date of
initial application. The right-of-use asset will be measured at the amount of the lease liability, adjusted by the
amount of any prepaid or accrued lease payments relating to the lease recognized in the consolidated statement of
financial position immediately before the date of initial application. The Group plans to use the exemptions allowed
by the standard on lease contracts whose lease terms end within 12 months as of the date of initial application.
During 2018, the Group has performed an assessment on the impact of adoption of HKFRS 16. As disclosed in note
23(b) to the consolidated financial statements, at 31 December 2018, the Group had future minimum lease
payments under non-cancellable operating leases in aggregate of approximately HK$126,800. Upon adoption of
HKFRS 16, certain amounts included therein will be recognized as new right-of-use assets and lease liabilities.
Further analysis will be needed to determine the amount of new rights of use assets and lease liabilities to be
recognized, including, but not limited to, any amounts relating to leases of low-value assets and short term leases,
other practical expedients and reliefs chosen, as at the date of adoption.

Amendments to HKAS 1 and HKAS 8 provide a new definition of material. The new definition states that
information is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions
that the primary users of general purpose financial statements make on the basis of those financial statements. The
amendments clarify that materiality will depend on the nature or magnitude of information. A misstatement of
information is material if it could reasonably be expected to influence decisions made by the primary users. The
Group expects to adopt the amendments prospectively from 1 January 2020. The amendments are not expected to
have any significant impact on the Group’s consolidated financial statements.

Amendments to HKAS 28 clarify that the scope exclusion of HKFRS 9 only includes interests in an associate or
joint venture to which the equity method is applied and does not include long-term interests that in substance form
part of the net investment in the associate or joint venture, to which the equity method has not been applied.
Therefore, an entity applies HKFRS 9, rather than HKAS 28, including the impairment requirements under HKFRS
9, in accounting for such long-term interests. HKAS 28 is then applied to the net investment, which includes the
long-term interests, only in the context of recognizing losses of an associate or joint venture and impairment of the
net investment in the associate or joint venture. The Group expects to adopt the amendments on 1 January 2019 and
will assess its business model for such long-term interests based on the facts and circumstances that exist on 1
January 2019 using the transitional requirements in the amendments. The Group also intends to apply the relief
from restating comparative information for prior periods upon adoption of the amendments.
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2.4

HK(IFRIC)-Int 23 addresses the accounting for income taxes (current and deferred) when tax treatments involve
uncertainty that affects the application of HKAS 12 (often referred to as “uncertain tax positions”). The
interpretation does not apply to taxes or levies outside the scope of HKAS 12, nor does it specifically include
requirements relating to interest and penalties associated with uncertain tax treatments. The interpretation
specifically addresses (i) whether an entity considers uncertain tax treatments separately; (ii) the assumptions an
entity makes about the examination of tax treatments by taxation authorities; (iii) how an entity determines taxable
profits or tax losses, tax bases, unused tax losses, unused tax credits and tax rates; and (iv) how an entity considers
changes in facts and circumstances. The interpretation is to be applied retrospectively, either fully retrospectively
without the use of hindsight or retrospectively with the cumulative effect of application as an adjustment to the
opening equity at the date of initial application, without the restatement of comparative information. The Group
expects to adopt the interpretation from 1 January 2019. The interpretation is not expected to have any significant
impact on the Group’s consolidated financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration transferred is measured at
the acquisition date fair value which is the sum of the acquisition date fair values of assets transferred by the
Group, liabilities assumed by the Group to the former owners of the acquiree and the equity interests issued by the
Group in exchange for control of the acquiree. For each business combination, the Group elects whether to measure
the non-controlling interests in the acquiree that are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other components of non-controlling interests are measured at fair value.
Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognized in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognized at fair value at the acquisition date.
Contingent consideration classified as an asset or liability is measured at fair value with changes in fair value
recognized in profit or loss. Contingent consideration that is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, the
amount recognized for non-controlling interests and any fair value of the Group’s previously held equity interests
in the acquiree over the identifiable net assets acquired and liabilities assumed. If the sum of this consideration and
other items is lower than the fair value of the net assets acquired, the difference is, after reassessment, recognized
in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events or changes in circumstances indicate that the carrying value
may be impaired. The Group performs its annual impairment test of goodwill as at 31 December. For the purpose
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each
of the Group’s cash-generating units, or groups of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those
units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of
cash-generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the carrying amount, an impairment loss is recognized. An impairment
loss recognized for goodwill is not reversed in a subsequent period.
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Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill associated with the operation disposed of is included in the
carrying amount of the operation when determining the gain or loss on the disposal. Goodwill disposed of in these
circumstances is measured based on the relative value of the operation disposed of and the portion of the
cash-generating unit retained.

Fair value measurement

The Group measures its investment properties at the end of each reporting period. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market for the asset or liability, or in the absence of a
principal market, in the most advantageous market for the asset or liability. The principal or the most advantageous
market must be accessible by the Group. The fair value of an asset or a liability is measured using the assumptions
that market participants would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its hig