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DEFINITIONS

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

meanings:

“Acquisition”

“Acquisition Agreement”

“associate(s)”

“Board”

“BVI Company”

“CCHG”

“CCHG Related Companies”

“CCHK”

“CIMB”

“Company”

the transactions contemplated under the Acquisition Agreement

the Original Acquisition Agreement, as supplemented by the

Supplemental Agreement

has the meaning ascribed to it under the Listing Rules

the board of Directors

Huandao International Limited, a company incorporated in the

British Virgin Islands and the holding company of HK Company

China Chengtong Holdings Group Limited, the holding
company of CCHK, is a state-owned enterprise established in
the PRC and directly supervised and owned by the State-owned
Assets Supervision and Administration Commission of the State
Council on behalf of the Central People’s Government of the
PRC

collectively, CCHG and any company(ies) held as to 20% or
more by CCHG

China Chengtong Hong Kong Company Limited, the holding
company of World Gain, a controlling Shareholder (as defined

in the Listing Rules) of the Company

CIMB Securities (HK) Limited, a corporation licensed to carry
on type 1 (dealings in securities), type 4 (advising on securities)
and type 6 (advising on corporate finance) regulated activities
under the SFO and the independent financial adviser appointed
to advise the Independent Board Committee and the Independent
Shareholders in relation to the Acquisition, the Acquisition

Agreement and the transactions contemplated thereunder
China Chengtong Development Group Limited, a company

incorporated in Hong Kong with limited liability, the Shares of
which are listed on the Main Board of the Stock Exchange



DEFINITIONS

“connected person(s)”

“Consideration”

“Consideration Shares”

“Director(s)”

“EGM”

’

“Enlarged Group’

“Group”

“HK Company”

“Hong Kong”

“Huandao Gold”

“Huandao Group”

“Huandao Nanfang”

has the meaning ascribed to it under the Listing Rules

the consideration to be payable by the Company pursuant to the

Acquisition Agreement (subject to adjustment)

the Shares to be allotted and issued, credited as fully paid, to
CCHK upon completion of the Acquisition Agreement

the director(s) of the Company

the extraordinary general meeting to be convened by the
Company for the purposes of considering and, if thought fit,
approving the Acquisition, the Acquisition Agreement and the

transactions contemplated thereunder
the Group following completion of the Acquisition
the Company and its subsidiaries from time to time

China Huandao Group Hong Kong Limited, a company
incorporated in Hong Kong and shall act as the holding
company of Travel Investment pursuant to the Acquisition

Agreement
the Hong Kong Special Administrative Region of the PRC

MEESITAMRAT (unofficial translation as Hainan
Huandao Gold Co., Ltd.), a limited liability company established
in the PRC and is wholly-owned by Travel Investment as at the
Latest Practicable Date

RS (42 ) /A Al (unofficial translation as China Huandao
(Group) Co.), a company established in the PRC and is wholly-
owned by CCHG as at the Latest Practicable Date

EEMAEEBERAMRAF (unofficial translation as
Huandao Nanfang Industrial Development Co., Ltd.), a limited
liability company established in the PRC and is wholly-owned
by Huandao Group as at the Latest Practicable Date
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DEFINITIONS

“Huandao Travel Agency”

’

“Independent Board Committee’

“Independent Shareholders”

“Latest Practicable Date”

“Last Trading Day”

“Listing Rules”

“Marine Use Right”

“Ocean World”

R B BT 4L A R A A (unofficial translation as
Hainan Huandao International Travel Agency Co., Ltd.), a
limited liability company established in the PRC and is wholly-
owned by Taide Hotel as at the Latest Practicable Date

the independent board committee of the Company formed by the
Company to advise the Independent Shareholders as to whether
the terms of the Acquisition, the Acquisition Agreement and
the transactions contemplated thereunder are fair and reasonable
and whether the Acquisition are in the interests of the Company

and the Shareholders as a whole

Shareholders who are not involved or interested in the

Acquisition

23 September 2011, being the latest practicable date prior to
the printing of this circular for ascertaining certain information

contained in this circular

26 July 2011, being the last full trading day before the release
of the announcement dated 27 July 2011 issued by the Company
in relation to the Acquisition, the Acquisition Agreement and

the transactions contemplated thereunder

Rules Governing the Listing of Securities on the Stock

Exchange

the marine use right ({8 FI#E) granted by relevant PRC
regulatory authority to Underwater World for use of the
underwater district of — 5r B A Bl K AR [E  (unofficial
translation as Sanya Coral Reefs National Reserve), the validity

period of which is to be renewed by Underwater World

Wi 7K 75 7K ¥ 5 5 Vi T SR 2 4G R /A F (unofficial translation
as Lingshui Clearwater Bay Huandao Ocean World Travel Co.,
Ltd.), a limited liability company established in the PRC and
is wholly-owned by Underwater World Hotel as at the Latest
Practicable Date

_iv_



DEFINITIONS

{1

“Original Acquisition Agreement

“PRC”

“SFO”

“Second SP Agreement”

“Share(s)”

“Shareholder(s)”

“Stock Exchange”

“Supplemental Agreement”

“Taide Hotel”

“Travel Investment”

the sale and purchase agreement dated 27 July 2011 and entered
into between the Company, CCHK and CCHG in relation to the
Acquisition by the Company of the entire issued share capital of

BVI Company

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

the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong)

has the meaning as defined in the circular of the Company dated
29 November 2008

the share(s) of par value of HK$0.10 each in the capital of the
Company

shareholder(s) of the Company
The Stock Exchange of Hong Kong Limited

the supplemental agreement dated 29 August 2011 and entered
into between the Company, CCHK and CCHG to amend certain

terms of the Original Acquisition Agreement

HHEESRSEEYEEHEAMRATF (unofficial translation
as Hainan Huandao Taide Hotel Property Management Co.,
Ltd.), a limited liability company established in the PRC and is
wholly-owned by Huandao Group as at the Latest Practicable
Date

SIS REREAHRAF  (unofficial translation as
Hainan Huandao Hotel Travel Investment Co., Ltd.), a limited
liability company established in the PRC and is wholly-owned
by CCHG as at the Latest Practicable Date
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“Travel Investment Companies”

“Underwater World”

“Underwater World Hotel”

“World Gain”

“HK$”

“RMB”

u%”

collectively, Travel Investment, Huandao Gold, Underwater
World, Underwater World Hotel and Ocean World, and for the

avoidance of doubt, shall not include Huandao Travel Agency

A0 HE 8 0 i 1 ik 2 A BR A 7 (unofficial translation
as Hainan Yalong Bay Underwater World Travel Co., Ltd.), a
limited liability company established in the PRC and is wholly-

owned by Travel Investment as at the Latest Practicable Date

R R S R A E A BR /A R (unofficial translation  as
Hainan Huandao Underwater World Hotel Co., Ltd.), a limited
liability company established in the PRC and is wholly-owned

by Travel Investment as at the Latest Practicable Date

World Gain Holdings Limited, a controlling Shareholder (as
defined in the Listing Rules) of the Company and a wholly-
owned subsidiary of CCHK

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

Renminbi, the lawful currency of the PRC

per cent.

Unless the context requires otherwise, translation of RMB into HK$ are made, for illustration purpose

only, at the rate of RMBI=HKS$1.2. No representation is made that any amounts in RMB or HK$

could have been or could be converted at the above rate or at any rate at all.
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To the Shareholders

30 September 2011

Dear Sir or Madam

MAJOR ACQUISITION AND CONNECTED TRANSACTION

INTRODUCTION

On 27 July 2011, the Board announced that on 27 July 2011, the Company entered into the Original
Acquisition Agreement with CCHK and CCHG, which was supplemented by the Supplemental
Agreement to the Original Acquisition Agreement entered into by the same parties on 29 August
2011. Details of the Acquisition Agreement are set out below. The transactions contemplated under
the Acquisition Agreement constitute a major acquisition for the Company under Chapter 14 of the
Listing Rules and a connected transaction under Chapter 14A of the Listing Rules which is subject to
reporting, announcement and independent shareholders’ approval requirements. The Acquisition will

be subject to the approval of the Independent Shareholders taken on a poll at the EGM.
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The purpose of this circular is to give you (a) further information regarding, among others, the
Acquisition, the Acquisition Agreement and the transactions contemplated thereunder; (b) the letter of
advice from CIMB to advise the Independent Board Committee and the Independent Shareholders; (c)
the recommendation of the Independent Board Committee to the Independent Shareholders; and (d)
notice of the EGM.

THE ACQUISITION

On 27 July 2011, the Company entered into the Original Acquisition Agreement with CCHK and
CCHG. On 29 August 2011, the Company, CCHK and CCHG also entered into the Supplemental
Agreement to (i) revise the list of companies to be acquired by excluding one of the Travel Investment
Companies, namely Huandao Travel Agency; (ii) revise the amount of the Consideration to reflect the
exclusion of Huandao Travel Agency from the list of companies to be acquired; and (iii) amend certain
adjustment mechanism of the Consideration. Details of the Acquisition Agreement (i.e. the Original

Acquisition Agreement, as supplemented by the Supplemental Agreement) are set out below.

THE ACQUISITION AGREEMENT

Date of the Original Acquisition Agreement: 27 July 2011

Date of the Supplemental Agreement: 29 August 2011

Parties:

(I)  The Company, as purchaser;

(2) CCHK, as vendor; and

(3) CCHG, as warrantor.

CCHK is an investment holding company and is the holding company of World Gain, a controlling
Shareholder (as defined in the Listing Rules) of the Company, and is therefore a connected person of
the Company. CCHG beneficially owns the entire issued share capital of CCHK, and is therefore a

connected person of the Company. CCHG is principally engaged in operation of state-owned assets

and investment holding.
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Companies to be acquired:

The Company has agreed to purchase, and CCHK has agreed to sell, the entire issued share capital of
BVI Company.

CCHK and CCHG have agreed to undertake a series of reorganisation involving BVI Company, HK
Company and the Travel Investment Companies prior to the completion of the Acquisition Agreement
(“Pre-completion Reorganisation”). Among the Pre-completion Reorganisation, certain restructuring
steps are required to be completed before the Acquisition Agreement shall become unconditional
(“Conditions Precedent Reorganisation”). Pursuant to the Acquisition Agreement, Travel Investment
Companies shall include Travel Investment, Huandao Gold, Underwater World, Underwater World
Hotel and Ocean World and shall not include Huandao Travel Agency. The following corporate charts
set out the simplified corporate structure of the target companies to be acquired under the Acquisition
Agreement (i) as at the date of the Acquisition Agreement; (ii) after the completion of the Conditions
Precedent Reorganisation but prior to the completion of the Pre-completion Reorganisation; and
(iii) after the completion of the Pre-completion Reorganisation but prior to the completion of the

Acquisition Agreement.

Chart A — Corporate structure of the target companies as at the date of the Acquisition
Agreement
CCHG
(PRC)
100% 100%
Huandao Group
(Hong Kong)
63.24% 36.76% 100% 54.78%
Travel Investment Huandao Company
(PRC) Nanfang (Hong Kong)
(PRC)
100% 100% 100%
Underwater Underwater Huandao Gold
World World Hotel (PRC)
(PRC) (PRC)
100%
Ocean World
(PRC)
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Pursuant to the Acquisition Agreement, under the Conditions Precedent Reorganisation to be
undertaken by CCHK and CCHG, among others:

—  Huandao Group shall transfer its entire interest in Travel Investment to CCHG (which shall then
hold 100% of Travel Investment); and

—  The entire equity interest in Huandao Gold shall be transferred to Travel Investment.
As at the Latest Practicable Date, the Conditions Precedent Reorganisation has been completed.

Chart B — Corporate structure of the target companies after completion of the Conditions
Precedent Reorganisation but prior to completion of the Pre-completion Reorganisation

CCHG
(PRC)
100%
CCHK
(Hong Kong)
100% 54.78%
Travel Investment Company
(PRC) (Hong Kong)
100% 100% 100%
Underwater World \l)ifzflcdrﬁz(l)t:erl Huandao Gold
(PRC) (PRC) (PRC)
100%
Ocean World
(PRC)

Pursuant to the Acquisition Agreement, under the Pre-completion Reorganisation to be undertaken by
CCHK and CCHG, among others:

—  BVI Company shall be incorporated in the British Virgin Islands by CCHK to act as the holding
company of HK Company;

—  HK Company shall be incorporated in Hong Kong as a wholly-owned subsidiary of BVI
Company to act as the holding company of Travel Investment; and

—  CCHG shall transfer its entire interest in Travel Investment (which shall then hold the rest of
the Travel Investment Companies) to HK Company.

As at the Latest Practicable Date, BVI Company and HK Company have been incorporated.
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Chart C — Corporate structure of the target companies after completion of the Pre-completion

Reorganisation but prior to completion of the Acquisition Agreement

CCHG
(PRC)
100%
CCHK
(Hong Kong)
100% 54.78%
BVI Company Company
(British Virgin Islands) (Hong Kong)
100%
HK Company
(Hong Kong)
100%
Travel Investment
(PRC)
100% 100% 100%
Underwater World vlglﬁi?vg:g Huandao Gold
(PRC) (PRC) (PRC)
100%
Ocean World
(PRC)

The Pre-completion Reorganisation (which includes the Conditions Precedent Reorganisation) is

subject to PRC governmental approvals.

The original acquisition costs of BVI Company (including all companies to be transferred to
BVI Company pursuant to the Pre-completion Reorganisation) to CCHK are approximately
RMB254,000,000 (subject to adjustment according to the Filed and Confirmed Price and other relevant
adjustment).

Further details of the target companies to be acquired pursuant to the Acquisition Agreement are set
out in the paragraph headed “Further details of the companies to be acquired under the Acquisition

Agreement” below.
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Consideration:

For the purpose of this paragraph, the following expressions shall have the following meanings:

“Filed and Confirmed Price” shall mean the value of 100% of the equity attributable to shareholder
of Travel Investment based on the PRC Valuation and filed with and confirmed by the State-owned

Assets Supervision and Administration Commission of the State Council.

“PRC Valuation” shall mean the valuation report on 100% interests of Travel Investment after
completion of the Pre-completion Reorganisation prepared in accordance with the requirements of the

State-owned Assets Supervision and Administration Commission of the State Council.

Subject to adjustments as set out below, the Consideration to be payable by the Company pursuant to
the Acquisition Agreement shall be RMB254,000,000 (equivalent to approximately HK$304,800,000)
which is determined with reference to the net assets value of the Travel Investment Companies (on
the basis that the Pre-completion Reorganisation has been completed) as at 31 May 2011, after taking
into account the property value of the hotels held by the Travel Investment Companies, and the future

prospects of the businesses operated by the Travel Investment Companies.

The Consideration shall be adjusted in accordance with the Filed and Confirmed Price as follows:

(1) if the Filed and Confirmed Price is higher or lower than the Consideration by not more than
10%, the Consideration shall be adjusted to an amount which equals the Filed and Confirmed

Price;

(2) if the Filed and Confirmed Price shall be an amount equal to the Consideration, the

Consideration will not be adjusted;

(3) if the Filed and Confirmed Price shall be an amount higher or lower than the Consideration by
more than 10%, the Company, CCHK and CCHG agreed that they will negotiate on the revised
Consideration to be payable by the Company pursuant to the Acquisition Agreement. The
negotiation on the revised Consideration, if required, will be based on fresh negotiation among

the parties taking into account the Filed and Confirmed Price.
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Shareholders should note that the parties may or may not be able to reach an agreement on the revised
Consideration. If the revised Consideration is not agreed by the parties, the Acquisition Agreement
will lapse. If the revised Consideration is agreed by the parties, the parties will enter into supplemental
agreement in respect of the revised Consideration which shall be subject to Independent Shareholders’
approval at another general meeting to be convened by the Company (if the EGM has been held by
that time). If approval from the Independent Shareholders on such supplemental agreement on the
revised Consideration cannot be obtained on or before 30 June 2012 (or such other date as agreed by

the parties), the Acquisition Agreement will lapse immediately.

Further announcement will be made by the Company on whether a supplemental agreement on the

revised Consideration is signed by the parties in case of occurrence of scenario (3) above.

The Consideration may also be reduced if:

@) any of the Travel Investment Companies cannot be transferred to BVI Company pursuant
to the Pre-completion Reorganisation, the Consideration shall be adjusted downward by an
amount equivalent to the value of such company(ies) as assessed by a qualified PRC valuer
who is approved by the parties to the Acquisition Agreement and in any event the amount to
be deducted shall not be less than the net assets value of such company(ies) as shown in the

unaudited management accounts of such company(ies) as at 31 May 2011; and

(i1)  the receivables of the Travel Investment Companies from the CCHG Related Companies cannot
be settled in full as at the date of completion of the Acquisition Agreement and the Company
shall, at its discretion, waive the condition precedent set out in paragraph (7) of the section
headed “Conditions precedent” below of this circular, the Consideration shall be adjusted
downward by an amount equivalent to such unsettled receivables of the Travel Investment
Companies due from the CCHG Related Companies as at the date of completion of the

Acquisition Agreement.

The Directors confirm that the Consideration payable by the Company pursuant to the Acquisition
Agreement was arrived at after arm’s length negotiations between the Company, CCHK and CCHG.
The adjustment mechanism to the Consideration is incorporated to the Acquisition Agreement
because it is a requirement under the PRC laws that the price for the transfer of interest in Travel
Investment Companies shall be filed and confirmed by the State-owned Assets Supervision and
Administration Commission of the State Council. Application to the State-owned Assets Supervision
and Administration Commission of the State Council for filing and confirmation of the Filed and
Confirmed Price will be made by CCHK and CCHG.
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Consideration Shares

The Consideration payable by the Company pursuant to the Acquisition Agreement shall be settled by
the issue of the Consideration Shares to CCHK at an issue price of HK$0.47 per Consideration Share.

There is no restriction on the subsequent disposal of the Consideration Shares by CCHK.

The issue price of HK$0.47 represents:

—  a discount of approximately 2.08% to the closing price of HK$0.48 per Share as quoted on the
Stock Exchange on the Last Trading Day;

— a discount of approximately 0.63% to the average closing price of HK$0.473 per Share as
quoted on the Stock Exchange for the last five trading days up to and including the Last Trading
Day;

— a discount of approximately 0.63% to the average closing price of HK$0.473 per Share as
quoted on the Stock Exchange for the last 20 trading days up to and including the Last Trading
Day; and

—  a premium of approximately 38.24% over the closing price of HK$0.34 per Share as quoted on
the Stock Exchange on the Latest Practicable Date.

The Consideration Shares will be issued pursuant to the general mandate granted to the Directors at its

annual general meeting held on 23 May 2011.

The Consideration Shares shall rank pari passu in all respects with the Shares in issue on the date of
allotment and issue including the right to all dividends, distributions and other payments made or to be

made the record date for which shall fall on or after the date of such allotment and issue.

The reason for settlement by Consideration Shares is to ensure sufficient cash flow of the Group to
finance the development of the businesses of the Group, and to fund its investment in other assets,
businesses or potential merger and acquisitions. The settlement of Consideration of the Acquisition by
Consideration Shares would allow the Group to acquire the target companies under the Acquisition
without any cash outlay. Although the Company had a cash and bank balance of HK$1,305 million
as at 30 June 2011, the Company intended to use it for financing its business development and
other investment opportunities. The Directors consider that the settlement of the Consideration by
Consideration Shares enables the Group’s development to go in line with its future plan and strategies.
As at the Latest Practicable Date, the Company has not identified any specific target for investment,

merger or acquisition.
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The issue price of the Consideration Shares of approximately HK$0.47 per Consideration Share was
determined after arm’s length negotiation between the Company, CCHK and CCHG with reference
to, among others, the average closing price per Share of the last 5 trading days and the last 20 trading
days, respectively, up to and including the Last Trading Day, both of HK$0.473 per Share, and the
issue price per Consideration Share represents a discount of only approximately 0.63% to the average
closing price per Share for both the last 5 trading days and the last 20 trading days, respectively, up to
and including the Last Trading Day. In view of the above, the Directors consider that the settlement of
Consideration by Consideration Shares is fair and reasonable and in the interests of the Company and
the Shareholders as a whole. The Directors are of the view that the issue of the Consideration Shares
would enable the Company to enlarge its capital base and improve its overall financial position and is

the appropriate method to satisfy the Consideration of the Acquisition.

The number of Consideration Shares to be issued shall be determined by dividing the amount of the
Consideration (translated into HK$ amount under the exchange rate of RMBO0.82739 = HK$1 based on
the benchmark middle price for converting RMB into HK$ as posted by the People’s Bank of China
on its website one business day before the date of the Original Acquisition Agreement, i.e. 26 July
2011) by the issue price of HK$0.47 per Consideration Shares. Assuming there will be no adjustment
of the Consideration, a total of 653,169,039 Consideration Shares will be issued upon completion of
the Acquisition, representing approximately 15.65% of the issued share capital of the Company as
at the Latest Practicable Date and approximately 13.53% of the issued share capital of the Company
as enlarged by the allotment and issue of the Consideration Shares. Assuming the Consideration is
adjusted to its maximum extent, a total of 718,485,943 Consideration Shares will be issued upon
completion of the Acquisition, representing approximately 17.22% of the issued share capital of the
Company as at the Latest Practicable Date and approximately 14.69% of the issued share capital of the

Company as enlarged by the allotment and issue of the Consideration Shares.

For further details of the change in shareholding of the Company as a result of the issue of
Consideration Shares to CCHK under the Acquisition Agreement, please refer to the paragraph headed

“Changes in Shareholding Structure” set out from page 24 to page 25 of this circular.

Application will be made to the Listing Committee of the Stock Exchange for the listing of, and

permission to deal in, the Consideration Shares.
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Conditions precedent

Completion of the Acquisition Agreement is conditional on the satisfaction (or, where applicable,

waiver by the Company) of the following conditions:

1)

)

3)

“4)

(&)

(6)

(N

the Independent Shareholders have passed an ordinary resolution to approve the transactions
contemplated by the Acquisition Agreement and the issue of the Consideration Shares at the
EGM;

if a supplemental agreement to the Acquisition Agreement in relation to the revised
Consideration is entered into by the parties, such supplemental agreement has been approved
by the Independent Shareholders at an extraordinary general meeting to be convened by the

Company;

the Stock Exchange have granted the listing of and permission to deal in the Consideration

Shares to be issued under the Acquisition Agreement on the Stock Exchange;

the Conditions Precedent Reorganisation has been completed in accordance with the terms of

the Acquisition Agreement;

the certificate for renewal of validity period of the Marine Use Right has been obtained by the

relevant Travel Investment Companies;

the issue of legal opinions by a firm of PRC lawyers approved by the Company, confirming,
among other matters, the Conditions Precedent Reorganisation has been completed in accordance
with the PRC laws and regulations, all necessary PRC government approvals relevant to the
Conditions Precedent Reorganisation and the Acquisition have been obtained, the businesses
of the Travel Investment Companies have been operated in accordance with the PRC laws and
regulations, and other matters which the Company considers necessary, contents of which must

be accepted by the Company; and

settlement in full of the receivables then due to the Travel Investment Companies from the
CCHG Related Companies.

None of the above conditions (other than conditions (4), (6) and (7)) can be waived by the parties.

The Company may at its absolute discretion waive conditions (4), (6) and (7) above at any time on or
before 30 June 2012 (or such other date as agreed by the parties). As at the Latest Practicable Date,

condition precedent (4) above has been fulfilled. The Company does not currently intend to waive any
of the above conditions (6) and (7).

— 10—
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However, if the receivables of the Travel Investment Companies due from the CCHG Related
Companies cannot be settled in full as at the date of completion of the Acquisition Agreement, the
Company intends to waive condition precedent (7) above in respect of such unsettled receivables due
from the CCHG Related Companies and in such event, the Consideration shall be adjusted downward

by an amount equivalent to such unsettled receivables due from the CCHG Related Companies.

Completion of the Acquisition Agreement is conditional on the satisfaction of, among others, condition
precedent (5) above which cannot be waived. Condition precedent (5) will be fulfilled if the certificate
for renewal of validity period of the Marine Use Right granted by the State Oceanic Administration
of the PRC (B % ¥¥ =) (“State Oceanic Administration”) to Underwater World for use of the
underwater district of — 5r it B fff 2 5% #% {7 [% (unofficial translation as Sanya Coral Reefs National
Reserve) is obtained by Underwater World.

The application for renewal of the term of the Marine Use Right has to be submitted first to the
Department of Ocean and Fisheries of Hainan Province (¥ /i & 18 ¥ B1fi2£E) (“Hainan Ocean
Department”) and then approved by the State Oceanic Administration. As advised by CCHK, the
vendor of the Acquisition, application for renewal of the term of the Marine Use Right has been
filed on 17 August 2010 by Underwater World with the Hainan Ocean Department, which has, after
receipt of such application, been arranging for certain scientific expedition work to be conducted and
evaluation reports to be prepared by experts of the Hainan Marine Development Plan and Design
Institute (¥ 7 & 187 B35 B 8 3% 51T 9T BE) on the coral reefs and other marine resources within
the area of Sanya City, the PRC. Upon completion of the above expedition work and preparation of
evaluation reports, the application for renewal of the term of the Marine Use Right will be further filed
with the State Oceanic Administration for its approval. As at the Latest Practicable Date, the Directors
were not aware of any circumstance that would lead to failure to renew the term of the Marine Use
Right. Moreover, so far as the Directors are aware, Underwater World did not have any record of
regulatory or legal non-compliance in the past, and that there is no change in the applicable policies
and regulations relating to the renewal of marine use rights which would result in failure to renew
the Marine Use Right. Accordingly, the Directors consider that there would not be any impediment
to renew the Marine Use Right. It is currently expected that renewal of the Marine Use Right will be
completed by end of 2011. In the event the Marine Use Right cannot be renewed on or before 30 June
2012 (or such other date as agreed by the parties), condition precedent (5) will not be fulfilled. For
further information on the Marine Use Right, please refer to the paragraph headed “Marine use rights”
under the section headed “Major assets owned by Travel Investment and its subsidiaries” on page 17

of this circular.
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If the conditions precedents set out above have not been satisfied (or, where applicable, waived by
the Company) on or before 30 June 2012 (or such other date as agreed by the parties), the Acquisition
Agreement shall cease and determine and none of the parties shall have any obligations and liabilities
under the Acquisition Agreement, save for any prior breaches of the terms of the Acquisition

Agreement.

As at the Latest Practicable Date, save for condition precedent (4) above, none of the above conditions
has been fulfilled.

Completion of the Acquisition Agreement

Completion of the Acquisition Agreement shall take place on the fifth business day after the
fulfillment or waiver (as the case may be) of all conditions referred to above (or such other date as

agreed by the parties).

After completion of the Acquisition, each of BVI Company, HK Company and the Travel Investment

Companies will become wholly-owned subsidiaries of the Company.
Undertakings by CCHG
Pursuant to the Acquisition Agreement, CCHG has undertaken, among other matters:

1. to indemnify the Company for any loss and costs incurred in connection with any breaches or

non-compliance of any terms of the Acquisition Agreement by CCHK;

2. to indemnify the Company in cash for any loss suffered after completion of the Acquisition
Agreement as a result of the failure of any of the Travel Investment Companies to obtain and/or
renew any approval, licence, permit, right or qualification (including but not limited to Marine
Use Right) necessary, as at or prior to the date of completion of the Acquisition Agreement,
for the operation of the businesses currently engaged by the Travel Investment Companies, the
amount of indemnity to be assessed based on the average monthly net profits from the relevant

business of the relevant company during the preceding financial year; and

3. to indemnify the Company for any liabilities, payment obligations, fines or penalties imposed
by any relevant regulatory authorities (regardless of whether such obligations or penalties are
incurred by the business operation of the Travel Investment Companies prior to or after the
completion of the Acquisition) which might be incurred as a result of the failure of any of the
Travel Investment Companies to obtain and/or renew, prior to completion of the Acquisition
Agreement, any approval, licence, permit, right or qualification (including but not limited
to Marine Use Right) necessary, as at or prior to the date of completion of the Acquisition

Agreement, for the operation of the businesses engaged by the Travel Investment Companies.
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Further details of the companies to be acquired under the Acquisition Agreement

As at the date of Acquisition Agreement, each of BVI Company and HK Company has been
incorporated. The BVI Company and the HK Company, which were incorporated on 12 August 2011
and 23 August 2011 respectively, are investment holding companies and have no material operations.
The Directors are of the view that BVI Company and HK Company have no significant impact on the
financial positions of the Enlarged Group. The unaudited pro forma statement of assets and liabilities
of the Group combined with the assets and liabilities of the Travel Investment Companies is set out in

Appendix IV to this circular.

Travel Investment

Travel Investment is a limited liability company established in the PRC on 28 June 2007 with a
registered capital of RMB136,000,000 (all of which has been paid up) as at the Latest Practicable
Date. The approved business scope of Travel Investment includes investment and development in
tourism and hotel business; protection and development of ecological environment; and investment,

development in and provision of services for public facilities.

Based on financial information of Travel Investment prepared in accordance with accounting principles
generally accepted in the PRC, the audited net profits/losses (both before and after taxation and
extraordinary items) of Travel Investment for the two financial years ended 31 December 2010 are as

follows:

Year ended Year ended
31 December 2009 31 December 2010
RMB’000 RMB’000
Net profits/(losses) before taxation
and extraordinary items (1,463) 23,266
Net profits/(losses) after taxation and
extraordinary items (1,463) 23,266

The unaudited net assets value and total assets value of Travel Investment as at 31 May 2011
(prepared in accordance with accounting principles generally accepted in the PRC) were approximately
RMB136,993,000 and RMB210,910,000 respectively.

— 13—



LETTER FROM THE BOARD

Underwater World

Underwater World is a limited liability company established in the PRC on 28 November 1995 with a
registered capital of RMB96,000,000 (all of which has been paid up) as at the Latest Practicable Date.
The approved business scope of Underwater World includes underwater sightseeing, water sports,
ocean fishing, boat trips, cultural entertainment, coral reefs and biological cultivation, and import and

export trade.

Based on financial information of Underwater World prepared in accordance with accounting
principles generally accepted in the PRC, the audited net profits (both before and after taxation and
extraordinary items) of Underwater World for the two financial years ended 31 December 2010 are as

follows:

Year ended Year ended
31 December 2009 31 December 2010
RMB’000 RMB’000
Net profits/(losses) before taxation and
extraordinary items 11,791 15,367
Net profits/(losses) after taxation and
extraordinary items 9,406 11,949

The unaudited net assets value and total assets value of Underwater World as at 31 May 2011
(prepared in accordance with accounting principles generally accepted in the PRC) were approximately
RMB122,183,000 and RMB 140,083,000 respectively.

Underwater World Hotel

Underwater World Hotel is a limited liability company established in the PRC on 27 January 1997
with a registered capital of RMB8,000,000 (all of which has been paid up) as at the Latest Practicable
Date. The approved business scope of Underwater World Hotel includes accommodation, restaurants,
cultural and recreational services, fitness and other sports facilities services, department stores, arts

and crafts sales, typing and photocopying services and sales of cigarettes and alcohol.
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Based on financial information of Underwater World Hotel prepared in accordance with accounting
principles generally accepted in the PRC, the audited net profits (both before and after taxation and
extraordinary items) of Underwater World Hotel for the two financial years ended 31 December 2010

are as follows:

Year ended Year ended

31 December 2009 31 December 2010

RMB’000 RMB’000

Net profits/(losses) before taxation and extraordinary items 840 379
Net profits/(losses) after taxation and extraordinary items 840 379

The unaudited net assets value and total assets value of Underwater World Hotel as at 31 May 2011
(prepared in accordance with accounting principles generally accepted in the PRC) were approximately
RMB34,145,000 and RMB37,229,000 respectively.

Ocean World

Ocean World is a limited liability company established in the PRC on 23 June 2009 with a registered
capital of RMB500,000 (all of which has been paid up) as at the Latest Practicable Date. The approved
business scope of Ocean World includes underwater sightseeing, water sports, ocean fishing, boat

trips, cultural and recreational services and department store sales.

Based on financial information of Ocean World prepared in accordance with accounting principles
generally accepted in the PRC, the audited net profits/losses (both before and after taxation and
extraordinary items) of Ocean World for the period from 23 June 2009 (date of establishment) to 31

December 2010 are as follows:

From 23 June 2009

(date of
establishment) Year ended
to 31 December 2009 31 December 2010
RMB’000 RMB’000
Net profits/(losses) before taxation and extraordinary items 9) 26
Net profits/(losses) after taxation and extraordinary items 9) 20

The unaudited net assets value and total assets value of Ocean World as at 31 May 2011 (prepared
in accordance with accounting principles generally accepted in the PRC) were approximately
RMB502,000 and RMB828,000 respectively.
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Major assets owned by Travel Investment and its subsidiaries

(1)

(2)

Major facilities

The major facilities owned by Travel Investment and its subsidiaries, including Underwater
World, Underwater World Hotel and Ocean World (collectively the “Travel Investment
Group”) include 2 semi-submersible boats with 60 seats, 4 transport ships with 45 seats, 2
fishing boats with 8 seats, 2 diving platforms, a large-scale entertainment platform, and a total

of 30 small boats, sightseeing boats and motor jets.
Hotel

Underwater World Hotel owns and operates a hotel with the name % ki Ji tH 5y /5>
(unofficial translation as Huandao Underwater World Hotel) (the “Hotel”), which is located
at Yalong Bay Tourism Development Zone (now known as Yalong Bay National Tourism &
Resort Zone), Tiandu Town, Sanya City, Hainan Province, the PRC. The Hotel was completed
in 1997. It is a 3-star resort hotel with about 72% room occupancy rate. The Hotel was built
over a site with an area of approximately 9,982.90 sq.m.. The Hotel comprises 4 blocks of 3
to 4-storey buildings and various ancillary structures. It provides a total of 68 guest rooms and
suites with various hotel facilities including three multi-functional rooms (which can be used as
a restaurant or conference rooms), a bar, shops and car park. The total gross floor area of the

Hotel, excluding the ancillary structures, is approximately 5,216.14 sq.m..

For further details of the Hotel, please refer to the valuation report on the property interests to

be acquired by the Group set out in Appendix V to this circular.
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Marine use rights

The Travel Investment Group has the following marine use rights:

Area Marine use
Registrant ~ Location (hectare) Type of use project Expiry date  Issuing authority
1. Underwater ~ Hainan Sanya 7.618 Tourism and Marine use in 25 December ~ State Oceanic
World Yalong Bay National entertainment  Sanya Coral Reefs 2009 Administration
Tourism & Resort Zone National Reserve (CEdi3:35))
(7 = 5 T A (= S e B K
B % i A AR ) TRt [ 11 )
2. Underwater ~ Hainan Sanya 3.036 Tourism and Marine use for 11 June 2012 Sanya Marine
World Yalong Bay National entertainment  coastal entertainment Fishery Agency
Tourism & Resort Zone (TE 5 1 4%) (Z B E )
(1 P = B 71T 1
I8 % i T f )

The Marine Use Right (details of which are set out in item (1) of the table above) expired on 25
December 2009. Due to inadvertent omission of Underwater World, application for renewal of
the Marine Use Right was only filed by Underwater World on 17 August 2010.

The nature of the marine use rights are rights conferred by the PRC government to the holder
of such rights for exclusive possession, use and entitlement to income of a particular sea area
(including interior waters, the surface, body, seabed and bottom soil of the territorial seas of the
PRC). The marine use rights granted to Underwater World are for tourism and entertainment
purposes, and they are the basis for Underwater World to legally possess, use and engage in

profit-based tourism and entertainment business in the particular sea area.

The application for renewal of the term of the Marine Use Right has to be submitted first to the
Hainan Ocean Department and then approved by the State Oceanic Administration. For renewal
of the Marine Use Right, Underwater World as an applicant shall submit to the State Oceanic
Administration and the Hainan Ocean Department a renewal application report (which shall
include, among others, environmental impact assessment report and the relevant water transport
permits), business licence, credit confirmation and marine use map. Upon successful renewal of

the Marine Use Right, the renewed Marine Use Right shall be valid for a term of 3 to 5 years.
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Management discussion and analysis on Travel Investment and its subsidiaries

Set out in Appendix II to this circular is the accountants’ report on the Travel Investment Group,
namely Travel Investment, Underwater World, Underwater World Hotel and Ocean World for each
of the three years ended 31 December 2010 and the five months ended 31 May 2011. Below is the
management discussion and analysis on the performance of Travel Investment Group during such

periods.

Travel Investment was established in the PRC on 28 June 2007. Underwater World, Underwater World
Hotel and Ocean World are wholly-owned subsidiaries of Travel Investment at the Latest Practicable
Date. During each of the three years ended 31 December 2010, five months ended 31 May 2010 and
five months ended 31 May 2011, Travel Investment Group recorded turnover of approximately RMB
30,527,000, RMB39,079,000, RMB43,431,000, RMB23,911,000 and RMB26,861,000 respectively.

During each of the three years ended 31 December 2010, five months ended 31 May 2010 and five
months ended 31 May 2011, consolidated profit attributable to shareholder of Travel Investment was
approximately RMB6,918,000, RMB11,637,000, RMB14,355,000, RMB9,489,000, RMB11,785,000

respectively.

During the year ended 31 December 2009, CCHG invested RMB86,000,000 in Travel Investment,
which funded Travel Investment Group in the project to acquire new boats and expand facilities.
The completion of the project enabled Travel Investment Group to cope with the growth in tourism

industry in Hainan Province. Therefore, both turnover and profit significantly increased thereafter.

Segment information

Travel Investment Group is mainly engaged in hotel operation and provision of marine entertainment

services.

Hotel operation

Travel Investment Group owns and operates a resort hotel in Sanya City of Hainan Province.
During each of the three years ended 31 December 2010, five months ended 31 May 2010 and five
months ended 31 May 2011, Travel Investment Group recorded steady turnover of approximately
RMB 14,180,000, RMB14,661,000, RMB14,002,000, RMB7,850,000 and RMBS,703,000 respectively

from the provision of hotel and beverages services.
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Provision of marine entertainment services

Travel investment Group also operates marine tourism business in Hainan Province. The turnover from
the provision of marine entertainment services were approximately RMB16,347,000, RMB24,418,000,
RMB29,429,000, RMB16,061,000 and RMB18,158,000 respectively during each of the three years
ended 31 December 2010, five months ended 31 May 2010 and five months ended 31 May 2011. The
significant increase in turnover was mainly contributed by the growth in tourism industry in Hainan
Province together with the improvement in capacity and quality of the business after the capital

injection from CCHG during the year ended 31 December 2009.
Acquisition and disposal of subsidiaries

During the year ended 31 December 2008, iff ¥ % 5 ff fin 2 H 25 A FR /A 7] (unofficial translation
as Hainan Huandao Furuida Industrial Co. Ltd.) was acquired at RMB10,762,000 from fellow
subsidiaries and deregistered. Upon the completion of de-registration, a gain on de-registration of 1 Fg
B AR B 2 B 24 PR F (unofficial translation as Hainan Huandao Furuida Industrial Co. Ltd.) of
approximately RMB120,000 was recognised in profit or loss for the year ended 31 December 2008.

During the year ended 31 December 2009, Travel Investment acquired additional 20% interest in
Underwater World at a consideration of RMB6,100,000 and Underwater World became a wholly-
owned subsidiary of Travel Investment since then. Discount on acquisition of additional interest in a
subsidiary of approximately RMB300,000 was credited to consolidated statement of comprehensive
income, representing the difference in the carrying amount of the non-controlling interests of

RMB6,400,000 and the consideration paid by Travel Investment at the date of acquisition.

During the year ended 31 December 2009, Travel Investment disposed of its entire interest in ¥ 13
55 1 5% B AR 15 A7 BR /A 7 (unofficial translation as Haikou Cuidao Spa Resort Co. Ltd.) to a fellow
subsidiary, at a consideration of RMB36,000,000, which was the carrying amount of investment in 7
122 55 L R B AR A BR A A (unofficial translation as Haikou Cuidao Spa Resort Co. Ltd.) at the

date of disposal. No gain or loss was recognised to profit or loss upon the disposal.
De-registration of a jointly-controlled entity

During the year ended 31 December 2008, Travel Investment Group’s 50% owned jointly controlled
entity, — Hi 57 fE 8 P BB G A RS M A R /A A (unofficial translation as Sanya Yalong Bay
Zhonghuan Coastal Park Management Co. Ltd.) (“Park Management Co”), a PRC company
with paid-in capital of RMB1,000,000 was de-registered with a distribution of RMB500,000. Park
Management Co was engaged in property development before the de-registration. Investment in Park
Management Co was carried at cost less accumulated impairment losses, before the de-registration,
with a carrying amount of RMB500,000. No gain or loss was recognised on de-registration of the

jointly controlled entity.
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Pledge of assets

Travel Investment Group did not have any pledged asset as at 31 December 2008, 31 December 2009,
31 December 2010 and 31 May 2011.

Liquidity, capital resources and gearing ratio

Travel Investment Group had cash and bank balances amounting to approximately RMB10,755,000,
RMB79,967,000, RMB33,774,000 and RMB22,458,000 as at 31 December 2008, 31 December 2009,
31 December 2010 and 31 May 2011 respectively.

Travel Investment Group funded its operation through internal resources and capital injection from
CCHG.

Other than inter-company current accounts, Travel Investment Group did not have any borrowings as
at 31 December 2008, 31 December 2009, 31 December 2010 and 31 May 2011. The gearing ratio is

ZEro.

Foreign exchange risk management

The business activity and operation of Travel Investment Group is in the PRC, with revenue and

expenditure denominated in RMB. It does not have any significant foreign currency exposure.

Employees and remuneration policy

Travel Investment Group employed a total of 262, 246, 277 and 259 employees as at 31 December 2008,
31 December 2009, 31 December 2010 and 31 May 2011 respectively. Employee’s remuneration are

determined in accordance with nature of their duties and remain competitive under current market demand.

The employees of Travel Investment Group are members of a state-managed retirement benefits
scheme operated by the PRC government. Travel Investment Group is required to contribute certain
percentage of its payroll cost to the retirement benefits scheme to fund the benefits. The only
obligation of Travel Investment Group with respect to the retirement benefits scheme is to make the

required contributions.

Capital structure

The paid-in capital of Travel Investment was RMBS50,000,000 as at 31 December 2008 and
RMB136,000,000 as at 31 December 2009, 31 December 2010 and 31 May 2011.
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No financial instruments are used for hedging purposes as at 31 December 2008, 31 December 2009,
31 December 2010 and 31 May 2011 respectively.

Capital commitment and contingent liabilities

As at 31 December 2008 and 31 December 2009, Travel Investment Group did not have any capital
commitment. As at 31 December 2010 and 31 May 2011, Travel Investment Group had capital commitment
contracted but not provided in the financial information of approximately RMB3,165,000 and RMB1,583,000

respectively for the capital expenditure in respect of acquisition of property, plant and equipment.

Travel Investment Group did not have any contingent liability as at 31 December 2008, 31 December
2009, 31 December 2010 and 31 May 2011.

There is no current plan for material investment for Travel Investment Group in the coming year.
Huandao Gold

Huandao Gold was established in the PRC on 13 March 1989 as a state-owned enterprise (4= R f
il & 3£) with a registered capital of RMB5,000,000 (all of which has been paid up) as at the Latest
Practicable Date. The approved business scope of Huandao Gold includes processing, retail, purchasing
consignment of gold and silver jewellery, other jewellery, arts and crafts. Pursuant to a notice of
approval of change dated 18 August 2011 issued by the Industrial and Commercial Administration
Bureau of Hainan Province (/F§3& L17TE M )5) (“Hainan AIC”), Huandao Gold became a
limited liability company. Pursuant to a notice of approval of change dated 8 September 2011 issued
by Hainan AIC, the transfer of the entire interest in Huandao Gold from Huandao Nanfang to Travel

Investment was registered.

Based on financial information of Huandao Gold prepared in accordance with accounting principles
generally accepted in the PRC, the audited net losses (both before and after taxation and extraordinary

items) of Huandao Gold for the two financial years ended 31 December 2010 are as follows:

Year ended Year ended
31 December 2009 31 December 2010
RMB’000 RMB’000
Net profits/(losses) before taxation and
extraordinary items (124) (127)
Net profits/(losses) after taxation and
extraordinary items (124) (127)

The unaudited net assets value and total assets value of Huandao Gold as at 31 May 2011 (prepared
in accordance with accounting principles generally accepted in the PRC) were approximately
RMB1,400,000 and RMB 1,878,000 respectively.

As at the Latest Practicable Date, Huandao Gold operated a gold and jewellery retail shop in a hotel
operated by Taide Hotel located at No.18, Heping Avenue, Haikou City, the PRC.
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Management discussion and analysis on Huandao Gold

Set out in Appendix III to this circular is the accountants’ report on Huandao Gold for each of
the three years ended 31 December 2010 and the five months ended 31 May 2011. Below is the

management discussion and analysis on the performance of Huandao Gold during such periods.

Huandao Gold was established in the PRC on 13 March 1989. It is engaged in sales of goods and
provision of services in relation to consignment sales of goods in gold and silver, other jewellery, arts
and crafts. During each of the three years ended 31 December 2010, five months ended 31 May 2010
and five months ended 31 May 2011, Huandao Gold recorded turnover of approximately RMB42,000,
RMB44,000, RMB51,000, RMB23,000 and RMB19,000 respectively and loss of approximately
RMB126,000, RMB124,000, RMB127,000, RMB55,000 and RMB76,000 respectively. The loss was

mainly attributable to the expenses incurred in its daily operation exceeding gross profit.

Pledge of assets

Huandao Gold did not have any pledged asset as at 31 December 2008, 31 December 2009, 31
December 2010 and 31 May 2011.

Liquidity , capital resources and gearing ratio

Huandao Gold had cash and bank balances amounting to approximately RMB53,000, RMB25,000,
RMB20,000 and RMB41,000 as at 31 December 2008, 31 December 2009, 31 December 2010 and 31
May 2011 respectively.

Huandao Gold funded its operation through internal resources.

Other than inter-company current accounts, Huandao Gold did not have any borrowings as at 31
December 2008, 31 December 2009, 31 December 2010 and 31 May 2011. The gearing ratio is zero.

Foreign exchange risk management

The business activity and operation of Huandao Gold is in the PRC, with revenue and expenditure

denominated in RMB. It does not have any significant foreign currency exposure.
Employees and remuneration policy
Huandao Gold employed a total of 4 employees as at 31 December 2008, 31 December 2009, 31

December 2010 and 31 May 2011. Employee’s remuneration are determined in accordance with nature

of their duties and remain competitive under current market demand.
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The employees of Huandao Gold are members of a state-managed retirement benefits scheme operated
by the PRC government. Huandao Gold is required to contribute certain percentage of its payroll cost
to the retirement benefits scheme to fund the benefits. The only obligation of Huandao Gold with

respect to the retirement benefits scheme is to make the required contributions.
Capital structure

The paid-in capital of Huandao Gold was RMBS5 million as at 31 December 2008, 31 December 2009,
31 December 2010 and 31 May 2011.

No financial instruments are used for hedging purposes as at 31 December 2008, 31 December 2009,
31 December 2010 and 31 May 2011 respectively.

Capital commitment and contingent liabilities

Huandao Gold did not have any capital commitment and contingent liability as at 31 December 2008,
31 December 2009, 31 December 2010 and 31 May 2011.

There is no current plan for material investment for Huandao Gold in the coming year.

REASONS FOR AND BENEFITS OF THE ACQUISITION

The principal activities of the Group are property development, property investment — land resources

development, trading of coal and financial leasing.

Pursuant to the document “Certain Opinion of the State Council of the PRC on Promoting the
Construction and Development of Hainan International Tourism Island” (%5 B B i 1 4 i w1 %
ik A SRR RN T 2R issued in January 2010 by the State Council of the PRC, it has become
a national strategy of the PRC government to develop Hainan Province into an international tourist
attraction. The Directors expect that there will be enormous development opportunities in Hainan
tourism. Under the leadership of Huandao Group and CCHG, the Travel Investment Companies have
operated marine tourism business in Hainan Province for many years with extensive experience,
established brand and network and abundant resources. With the above advantages, the Directors
believe that the Acquisition would provide a new area for growth in the Group’s business and bring
better returns to the Company and the Shareholders. In addition, the cashflow of the Group will not be
adversely affected by issuing the Consideration Shares to CCHK pursuant to the Acquisition.

The Directors believe that the terms of the Acquisition, the Acquisition Agreement and the transactions

contemplated thereunder are fair and reasonable and in the interests of the Shareholders as a whole.
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CHANGES IN SHAREHOLDING STRUCTURE

The following table sets out the shareholding structure of the Company (i) as at the Latest Practicable
Date; (ii) immediately after the issue of the consideration Shares under the Second SP Agreement,
details of which are disclosed in the circular of the Company dated 29 November 2008 (assuming the
consideration payable by the Company under the Second SP Agreement is adjusted to its maximum
extent); (iii) immediately after the issue of the Consideration Shares (assuming there is no adjustment
to the Consideration); (iv) immediately after the issue of the Consideration Shares (assuming the
Consideration is adjusted to its maximum extent (i.e. RMB279,400,000) in accordance with the Filed
and Confirmed Price); and (v) immediately after the issue of (aa) the consideration Shares under the
Second SP Agreement (assuming the consideration under the Second SP Agreement is adjusted to its
maximum extent) and (bb) the Consideration Shares (assuming the Consideration is adjusted to its

maximum extent):

i (i) () (iv) "
Tmmediately after issue of (aa) the
consideration Shares under the
Second SP Agreement (assuming

Immediately after issue of the the consideration is adjusted to

consideration Shares under the
Second SP Agreement (assuming
the consideration under the Second

SP Agreement is adjusted to its

Immediately after issue of the
Consideration Shares under the
Acquisition Agreement

(assuming no adjustment

Immediately after issue of the
Consideration Shares under the
Acquisition Agreement

(assuming the Consideration is

its maximum extent) and (bb) the
Consideration Shares under the
Acquisition Agreement

(assuming the Consideration is

As at the Latest Practicable Date maximum extent) (Note 3) of Consideration) adjusted to its maximum extent) adjusted to its maximum extent)

Shares % Shares % Shares % Shares % Shares %
Substantial Shareholders
World Gain (Note 1) 2,286,343,570 SAT8% 286343570 4086% 2286343570 4137% 2286343570 4673% 286343570 40.85%
CCHK 0 0.00% 705,539,557 14.46% 653,169,039 13.53% 718485943 1469% 1424025500 25.44%
Sub-total 2286,343,570 SAT8% 2991883127 6132%  2,939,512,609 6090% 3004829513 0142%  3,710369,070 06.29%
Directors
Zhang Guotong (Note 2) 365 0.00% 365 0.00% 365 0.00% 365 0.00% 365 0.00%
Public 1,887,090,292 45.00% 1,887,090,292 38.68% 1,887,090,292 39.10% 1,887,090,292 38.58% 1,887,090,292 B%
Total 417343400 10000%  4,878.973,784 10000%  4,2826,603,266 10000%  42891,920,170 10000% 5597459727 100.00%
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Notes:

1. The entire issued share capital of World Gain is beneficially owned by CCHK.

2. Mr. Zhang Guotong is an executive Director.

3. These Shares represent the consideration Shares which may be allotted and issued to CCHK, upon completion

of the Second SP Agreement (as defined in the circular of the Company dated 29 November 2008, and assuming
the consideration to be payable by the Company under the Second SP Agreement is adjusted to its maximum
extent).

The issue of consideration Shares pursuant to the Second SP Agreement and the Consideration Shares

pursuant to the scenarios (i) to (v) set out above will not result in a change in control of the Company.

LISTING RULES IMPLICATIONS

As the applicable percentage ratios for the Acquisition under the Listing Rules are more than 25%
but less than 75%, the transactions contemplated under the Acquisition Agreement constitute a major
acquisition for the Company under Chapter 14 of the Listing Rules. As at the Latest Practicable Date,
World Gain, a wholly-owned subsidiary of CCHK, owns approximately 54.78% of the entire issued
share capital of the Company. Each of World Gain and its associates is therefore a connected person
of the Company under Chapter 14A of the Listing Rules. CCHK, an investment holding company, is
the holding company of World Gain, a controlling Shareholder (as defined in the Listing Rules) of the
Company, and is therefore a connected person of the Company. CCHG beneficially owns the entire
issued share capital of CCHK, and is therefore a connected person of the Company. Accordingly,
the transactions contemplated under the Acquisition Agreement constitute a connected transaction
under Chapter 14A of the Listing Rules which is subject to reporting, announcement and independent

shareholders’ approval requirements.

The Acquisition will be subject to the approval of the Independent Shareholders taken on a poll at the
EGM.

World Gain, the controlling Shareholder which held 2,286,343,570 Shares (representing approximately
54.78% of the entire issued share capital of the Company as at the Latest Practicable Date), and
its associates have a material interest in the Acquisition. World Gain and its associates and any
Shareholders who are involved or interested in the Acquisition (which collectively held 2,286,343,570
Shares (representing approximately 54.78% of the entire issued share capital of the Company as at
the Latest Practicable Date)) are required to abstain from voting on the resolutions to approve the
Acquisition Agreement at the EGM. As no Director has a material interest in the Acquisition, no

director had to abstain from voting on the board resolutions with regards to the Acquisition.
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FINANCIAL EFFECT OF THE ACQUISITION

Upon completion of the Acquisition, each of BVI Company, HK Company and Travel Investments
Companies will become an indirect wholly-owned subsidiary of the Company and thus their assets and
liabilities and their financial results will be consolidated into the accounts of the Group. According
to the unaudited pro forma statement of assets and liabilities of the Enlarged Group as set out in
Appendix IV to this circular, the total assets and liabilities of the Group as at 30 June 2011 were
approximately HK$2,480 million and approximately HK$906 million respectively. Assuming the
Acquisition had been completed on 30 June 2011, the Enlarged Group’s total assets and total liabilities
would increase to approximately HK$2,830 million and approximately HK$952 million respectively.
According to the accountants report of Travel Investment Group and Huandao Gold set out in
Appendices II and III to this circular, for each of the three years ended 31 December 2010 and the
five months ended 31 May 2011, Travel Investment Group and Huandao Gold collectively recorded
revenue of approximately RMB31 million, approximately RMB39 million, approximately RMB43
million and approximately RMB27 million, respectively. Based on the historical earnings of the Travel
Investment Companies, the Directors believe that the Acquisition will bring about positive contribution

on the revenue of the Enlarged Group.

The unaudited pro forma statement of assets and liabilities of the Enlarged Group is for illustrative
purposes only, and because of its hypothetical nature, it may not be indicative of the financial position

of the Enlarged Group as at 30 June 2011 or at any future date.

EGM

The Company will convene the EGM to be held at Plaza 3, Lower Lobby, Novotel Century Hong
Kong, 238 Jaffe Road, Wanchai, Hong Kong, on Tuesday, 18 October 2011 at 10:00 a.m. for the
purpose of considering, and if thought fit, approving the Acquisition, the Acquisition Agreement and
the transactions contemplated thereunder. Pursuant to Rule 13.39(4) of the Listing Rules, the vote
of the Independent Shareholders at the EGM will be taken by poll. A notice of the EGM is set out
on pages 151 to 152 of this circular. The resolution in relation to the Acquisition, the Acquisition
Agreement and the transactions contemplated thereunder will be put to vote by the Independent
Shareholders at the EGM by way of poll.

A form of proxy for use at the EGM is also enclosed. If you are not able to attend the EGM, you are
requested to complete and return the accompanying form of proxy in accordance with the instructions
printed thereon to the Company’s share registrar, Computershare Hong Kong Investor Services
Limited at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong as soon
as possible and in any event not later than 48 hours before the time appointed for holding the EGM
or any adjournment thereof. Completion and return of the form of proxy will not preclude you from

attending and voting in person at the EGM or any adjournment thereof if you so wish.
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World Gain and its associates have a material interest in the Acquisition. World Gain and its associates
and those who are involved or interested in the Acquisition will abstain from voting on the resolution

to approve the Acquisition Agreement at the EGM.

RECOMMENDATION

The Independent Board Committee, comprising all independent non-executive Directors, namely Mr.
Kwong Che Keung, Gordon, Mr. Tsui Yiu Wa, Alec and Mr. Ba Shusong, who have no direct or
indirect interest in the Acquisition, has been formed to advise the Independent Shareholders on the
terms of the Acquisition. Your attention is drawn to the advice of the Independent Board Committee
set out in its letter set out on page 28 of this circular. CIMB has been appointed as the independent
financial adviser to advise the Independent Board Committee on the terms of the Acquisition. Such
appointment has been approved by the Independent Board Committee. Your attention is also drawn to
the letter of advice from CIMB to the Independent Board Committee and the Independent Shareholders

in respect of the Acquisition set out from page 29 to page 48 of this circular.

The Independent Board Committee, having taken into account the advice of CIMB, considers that the
Acquisition, the Acquisition Agreement and the transactions contemplated thereunder are on normal
commercial terms and are fair and reasonable so far as the Independent Shareholders are concerned,
and are in the interests of the Company and the Shareholders as a whole, and that the terms of the
Acquisition Agreement are fair and reasonable. Accordingly, the Independent Board Committee
recommends the Independent Shareholders to vote in favour of the ordinary resolution approving the

Acquisition, the Acquisition Agreement and the transactions contemplated thereunder at the EGM.

The Directors consider that the Acquisition, the Acquisition Agreement and the transactions
contemplated thereunder are on normal commercial terms and are fair and reasonable so far as the
Independent Shareholders are concerned, and are in the interests of the Company and the Shareholders
as a whole. Accordingly, the Directors also recommended the Independent Shareholders to vote in
favour of the resolution at the EGM.

ADDITIONAL INFORMATION

Your attention is drawn to the information set out in the appendices to this circular.

Yours faithfully,
For and on behalf of the Board of
China Chengtong Development Group Limited
Wang Hongxin

Managing Director
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The following is the full text of the letter from the Independent Board Committee prepared for the

purpose of inclusion in this circular:

—
777N\
=
v
CHINA CHENGTONG DEVELOPMENT GROUP LIMITED
FEREZXEEEBR AT

(Incorporated in Hong Kong with limited liability)
(Stock Code: 217)

30 September 2011
To the Independent Shareholders

Dear Sir or Madam

MAJOR ACQUISITION AND CONNECTED TRANSACTION

We refer to the circular issued by the Company to its shareholders and dated 30 September 2011
(“Circular”) of which this letter forms part. Terms defined in the Circular have the same meanings
when used in this letter unless the context otherwise requires.

Under the Listing Rules, the Acquisition, the Acquisition Agreement and the transactions contemplated
thereunder will constitute a major acquisition and connected transaction for the Company and is thus
subject to the approval of the Independent Shareholders at the EGM.

We have been appointed by the Board to consider the Acquisition, the Acquisition Agreement and
the transactions contemplated thereunder and to advise the Independent Shareholders in connection
therewith. CIMB has been appointed as the independent financial adviser to advise us in this respect.

We wish to draw your attention to the letter from the Board and the letter from CIMB as set out in the
Circular. Having considered the principal factors and reasons considered by, and the advice of, CIMB
as set out in its letter of advice, we consider that the terms Acquisition, the Acquisition Agreement and
the transactions contemplated thereunder are on normal commercial terms and are fair and reasonable
so far as the Independent Shareholders are concerned, and are in the interests of the Company and
the Shareholders as a whole; and that the terms of the Acquisition Agreement are fair and reasonable.
Accordingly, we recommend the Independent Shareholders to vote in favour of the ordinary resolution
approving the Acquisition, the Acquisition Agreement and the transactions contemplated thereunder at
the EGM.

Yours faithfully,
For and on behalf of
Independent Board Committee
Mr. Kwong Che Keung, Gordon Mr. Tsui Yiu Wa, Alec Mr. Ba Shusong
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The following is the full text of a letter of advice prepared by CIMB to the Independent Board

Committee and the Independent Shareholders for the purpose of inclusion in this circular:

b3 CIMB

CIMB Securities (HK) Limited

Units 7706-08, Level 77
International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong

30 September 2011

To the Independent Board Committee and the Independent Shareholders of
China Chengtong Development Group Limited

Dear Sirs,
MAJOR ACQUISITION AND CONNECTED TRANSACTION

We refer to our engagement as the independent financial adviser to the Independent Board Committee
and the Independent Shareholders in relation to the Acquisition, details of which are contained in a
circular (the “Circular”) to the Shareholders dated 30 September 2011, of which this letter forms part.
Expressions used in this letter have the same meanings as defined in the Circular unless the context

otherwise requires.

CCHK is an investment holding company and is the holding company of World Gain, a controlling
Shareholder (as defined in the Listing Rules) of the Company, and is therefore a connected person
of the Company. CCHG beneficially owns the entire issued share capital of CCHK, and is therefore
a connected person of the Company. As the applicable percentage ratios for the Acquisition under
the Listing Rules are more than 25% but less than 75%, the transactions contemplated under the
Acquisition Agreement constitute a major acquisition for the Company under Chapter 14 of the
Listing Rules and a connected transaction under Chapter 14A of the Listing Rules which is subject to
reporting, announcement and the approval of Independent Shareholders at the EGM. World Gain and
its associates and those who are involved or interested in the Acquisition are required to abstain from

voting on the resolution to approve the Acquisition Agreement.

An Independent Board Committee comprising Mr. Kwong Che Keung, Gordon, Mr. Tsui Yiu Wa,
Alec, and Mr. Ba Shusong, who have no direct or indirect interest in the Acquisition, has been formed

to advise the Independent Shareholders on the terms of the Acquisition.
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BASIS OF OUR OPINION

In formulating our recommendation, we have relied on the information and facts contained or
referred to in the Circular as well as the representations made or provided by the Directors and senior
management of the Company. The Directors have declared in a responsibility statement set out in
Appendix VI to the Circular that they collectively and individually accept full responsibility for
the accuracy of the information contained and representations made in the Circular. We have also
assumed that the information and the representations made by the Directors as contained or referred
to in the Circular were true and accurate at the time they were made and continue to be so at the date
of the despatch of the Circular. We have no reason to doubt the truth, accuracy and completeness of
the information and representations provided to us by the Directors and senior management of the
Company. We have also been advised by the Directors and believe that no material facts have been

omitted from the Circular.

We consider that we have reviewed sufficient and relevant information and documents and have taken
reasonable steps as required under Rule 13.80 of the Listing Rules including the notes thereto to reach
an informed view, to justify reliance on the accuracy of the information contained in the Circular
and to provide a reasonable basis for our recommendation. We have not, however, conducted an
independent verification of the information nor have we conducted any form of in-depth investigation
into the businesses and affairs or the prospects of the Company, Travel Investment Companies or any

of their respective subsidiaries or associates.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion on the Acquisition, we have considered the following principal factors and

reasons:

1. Background and rationale

Background

The principal activities of the Group are property development, property investment-land
resources development, trading of coal and financial leasing. On 27 July 2011, the Company
entered into the Original Acquisition Agreement with CCHG and CCHK. On 29 August 2011,
the Company, CCHK and CCHG also entered into the Supplemental Agreement to (i) revise the
list of companies to be acquired by excluding one of the Travel Investment Companies, namely
Huandao Travel Agency; (ii) revise the amount of the Consideration to reflect the exclusion
of Huandao Travel Agency from the list of companies to be acquired; and (iii) amend certain
adjustment mechanism of the Consideration. Details of the Acquisition Agreement (i.e. the
Original Acquisition Agreement, as supplemented by the Supplemental Agreement) are set out
in the letter from the board (the “Letter from the Board”) in the Circular.
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Pursuant to the Acquisition Agreement, the Company has agreed to purchase, and CCHK
has agreed to sell, the entire issued share capital of BVI Company at the Consideration of
RMB254,000,000 (equivalent to approximately HK$304,800,000) (subject to adjustment
according to the Filed and Confirmed Price and other relevant adjustments). CCHK and CCHG
have agreed to undertake a series of reorganisation involving BVI Company, HK Company and
the Travel Investment Companies (including Travel Investment, Huandao Gold, Underwater
World, Underwater World Hotel and Ocean World and shall not include Huandao Travel
Agency, collectively the “Target Group”) prior to the completion of the Acquisition Agreement
(the “Pre-completion Reorganisation”). We are advised by the management of the Company
that the exclusion of Huandao Travel Agency from the Acquisition will not have an adverse
effect on the Group’s intention to expand into the tourism industry in Hainan because the
business of Huandao Travel Agency is insignificant as it only had minimal business operation
in the past few years and it incurred net loss after tax of RMB21,000 during the year ended
31 December 2009 and net profit after tax of RMB245,000 for the year ended 31 December
2010 in accordance with the accounting principles generally accepted in the PRC. Information
regarding Huandao Travel Agency, including its historical financial performance, can be found

in the announcement of the Company dated 27 July 2011.

The corporate charts below set out the simplified corporate structure of the Target Group to be
acquired under the Acquisition Agreement (i) as at the date of the Acquisition Agreement; and (ii)
after completion of the Pre-completion Reorganisation but prior to completion of the Acquisition

Agreement.

Corporate structure of the Target Group as at the date of the Acquisition Agreement

CCHG
(PRC)
100% 100%
Huandao Group
(PRC) CCHK
(Hong Kong)
63.24% ‘ 36.76% 100% 54.78%
Travel Investment Huandao Company
(PRC) Nanfang (Hong Kong)
(PRC)
100% 100% 100%
Underwater Underwater Huandao Gold
World ‘World Hotel (PRC)
(PRC) (PRC)
100%
Ocean World
(PRC)

— 31—



LETTER FROM CIMB

Corporate structure of the Target Group after completion of the Pre-completion

Reorganisation but prior to completion of the Acquisition Agreement

CCHG
(PRC)
100%
CCHK
(Hong Kong)
100% 54.78%
BVI Company Company
(British Virgin Islands) (Hong Kong)
100%
HK Company
(Hong Kong)
100%
Travel Investment
(PRC)
100% 100% 100%
Underwater World Underwater Huandao Gold
(PRC) World Hotel (PRC)
(PRC)
100%
Ocean World
(PRC)
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Reasons for and benefits of the Acquisition

As stated in the Letter from the Board, pursuant to the document “Certain Opinion of the State
Council of the PRC on Promoting the Construction and Development of Hainan International
Tourism Island” ([ 755 [ BH % i 4E ifg m B0 P8 i 4 15 A s 32 R 0 45 T & f) issued in January
2010 (the “Opinion relating to Hainan International Tourism Island”) by the State Council
of the PRC, it has become a national strategy of the PRC government to develop Hainan
Province into an international tourist attraction. The Directors expect that there will be enormous
development opportunities in Hainan tourism. Under the leadership of Huandao Group and
CCHG, the Target Group has operated marine tourism business in Hainan Province for many
years with extensive experience, established brand and network and abundant resources. We
noted from the section headed “Information on the Target Group” that Underwater World and
Underwater World Hotel, which contributed over 90% of the turnover to the Target Group,
have been engaged in the hotel operation and provision of marine entertainment services. The
Directors believe that the Acquisition would provide a new area for growth in the Group’s
business and bring better returns to the Company and the Shareholders. In addition, the cashflow
of the Group will not be adversely affected as the Consideration will be satisfied by issuing the
Consideration Shares to CCHK.

We noted from the annual report of the Company for the year ended 31 December 2010 (the
“Annual Report”) that it is the Group’s intention to explore the possible implementation of
injection of further quality assets and related businesses of CCHG. The Group will continue
to carry out financial leasing, trading of coal and property development businesses in a stable
manner, with a view to further shift its resources to businesses where it possesses an advantage
to increase return on assets. As further noted from the Company’s interim report for the six
months ended 30 June 2011, the Company has intention to utilize its ample cash resources in

seizing any possible investment opportunities.
Given the above, we consider that the Acquisition is in line with the Company’s strategy to

acquire quality assets and business of CCHG in order to improve its return to the Shareholders

and hence is in the interests of the Company and the Shareholders as a whole.
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Overview of the tourism industry in the PRC and Hainan

We have reviewed information sourced from Hainan Provincial Bureau of Statistics (the “Hainan
Statistics Bureau”) in respect of the economic development and development of the tourism
industry in Hainan Province and the PRC, where the Target Group operated their tourism

business.

Based on the Hainan Statistics Bureau, the number of visitors who stayed overnight in Hainan
Province was approximately 25.9 million in 2010, representing an increase of approximately
15.0% when compared to 2009. The revenue generated from the tourism industry in Hainan
Province amounted to approximately RMB25.8 billion in 2010, representing an increase of
approximately 21.7% when compared to 2009. These statistics reflect that the tourism industry

in Hainan has a satisfactory growth in 2010.

The fact that the tourism revenue generated from the domestic visitors (which refer to the
visitors from the PRC excluding Hong Kong and Macau) represented approximately 91.5% of
the total tourism revenue of Hainan Province shows the tourism demand in Hainan Province
would largely depend on the financial conditions of the domestic visitors. According to the
information from National Bureau of Statistics of China for the period from 2006 to 2010 (the
“Period”), the gross domestic product (“GDP”) of Hainan Province amounted to approximately
RMB205.2 billion in 2010, representing a compound annual growth rate of approximately 18.2%
over the Period and an increase of approximately 15.8% compared to 2009. In addition, the
annual disposable income per capita of urban households in the PRC amounted to approximately
RMBI19,109 in 2010, representing an increase of approximately 7.8% when compared to
2009. In view of such economic growth in the PRC and Hainan Province, the Directors expect
that the consumption on domestic travel will increase under the rising disposable income of
PRC citizens and growing GDP of Hainan Province. The World Tourism Organisation 2020
market survey predicts that the PRC will be the largest receiving country in the world by 2020
with 130 million arrivals, having recorded an average growth rate between 1995 and 2020 of

approximately 7.8% a year.
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In order to facilitate the development of international tourism island of Hainan Province, the
PRC Government has issued the Opinion relating to Hainan International Tourism Island in
January 2010 which sets out the development strategies, plans and goals. For instance, the State
Council aims to push the level of tourist service facilities, tourism management and service in
Hainan Province to international accepted standards by 2020 and increase the proportion of GDP
generating from the tourism industry relative to the total GDP of Hainan Province to 8% by
2015 and further to 12% by 2020. In addition, a tax rebate program for visitors was launched by
the Hainan provincial government on 20 April 2011 as part of its strategies to develop Hainan
Province into an international tourist and shopping destination. Under the tax rebate program,
visitors are able to purchase tax-free commodities twice a year, which worth up to RMBS5,000
for each purchase, from designated duty-free stores in Hainan Province. Taxes eligible for
rebates include customs duties, import value added taxes and consumer taxes. These tax rebates
can reduce prices by 10% to 35% when combined. Given that the tourism industry development
in Hainan is actively supported by the PRC Government, we believe that the tourism industry in

Hainan has a positive outlook.

Information on the Target Group

As at the Latest Practicable Date, BVI Company and HK Company have been incorporated.
Pursuant to the Acquisition Agreement, CCHK and CCHG have agreed to undertake a series
of reorganisation to transfer the Target Group, comprising of Travel Investment, Huandao
Gold, Underwater World, Underwater World Hotel and Ocean World, to HK Company. Travel
Investment is a limited liability company established in the PRC on 28 June 2007 with a
registered capital of RMB136,000,000 (all of which has been paid up) as at the date hereof.
Travel Investment acts as an investment holding company. As at the Latest Practicable Date,
Travel Investment holds directly the equity interests in Underwater World, Underwater World
Hotel and Huandao Gold and indirectly the equity interest in Ocean World, details of which are

summarised as below:

Company Year established Principal activities

Underwater World 1995 Provision of marine entertainment services
Underwater World Hotel 1997 Hotel operation

Ocean World 2009 Provision of marine entertainment services
Huandao Gold 1989 Sales of goods and provision of services in

relation to consignment sales of goods in
gold and silver, other jewellery, arts and
crafts.
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The financial information of the Travel Investment and its subsidiaries, including Underwater
World, Underwater World Hotel and Ocean World (collectively the “Travel Investment
Group”) and financial information of Huandao Gold as set out in Appendix II and III,

respectively, to the Circular, is summarised as below:

Consolidated

profit/(loss)

Revenue for attributable to

the year ended the Owners of

Net assets value 31 December 2010 the Company

Company as at 31 May 2011 (“FY2010”) for FY2010
RMB’000 RMB’000 RMB’000

Travel Investment Group 153,738 43,431 14,355
Huandao Gold 554 51 (127)
Total 154,292 43,482 14,228

Based on the financial information of the Travel Investment Group and Huandao Gold, the
business of the Target Group was profitable for the two financial years immediately preceding the
Acquisition. The Target Group recorded aggregated profits after tax of approximately RMB11.5
million and approximately RMB14.2 million for the year ended 31 December 2009 and 2010,
respectively. Such profits were the sum of (i) profits after tax of approximately RMB11.6 million
and approximately RMB14.3 million derived by the Travel Investment Group for the year ended
31 December 2009 and 2010, respectively; and (ii) losses after tax of approximately RMB124,000
and approximately RMB127,000 incurred by Huandao Gold for the year ended 31 December 2009
and 2010, respectively. The management of the Company explained that the operating result of the
Target Group improved by approximately 23.5% in FY2010 when compared to the same period in
2009 is mainly attributable to the favourable tourism market in Hainan Province together with the
improvement in capacity and quality of the business after the capital injection from CCHG during
the year ended 31 December 2009 which drives higher demand for the leisure and entertainment

facilities operated by the Target Group in Hainan Province.

As noted from the financial information of Travel Investment Group and Huandao Gold, the
principal assets of the Target Group mainly comprise amounts due from related companies, hotel
buildings and prepaid lease payments. The Target Group’s amounts due from related companies,
which represents the amount due from the CCHG Related Companies (as defined below), was
approximately RMB71.0 million as at 31 May 2011, representing approximately 46.0% of net
assets value of the Target Group (before fair value adjustments as mentioned under section

headed “Consideration”).



LETTER FROM CIMB

The book value of the Target Group’s hotel buildings and prepaid lease payments was
approximately RMB18.1 million as at 31 May 2011. As stated in the valuation report in
accordance with international valuation standards prepared by a qualified independent valuer (the
“Valuer”) set out in Appendix V of the Circular (the “Valuation Report”), the Target Group’s
main properties comprise a 3-star resort hotel, built over a site with an area of approximately
9,982.9 sq.m. with 4 blocks of 3 to 4-storey buildings and various ancillary structures that
provides 68 guest rooms and suites with various hotel facilities including three multi-functional
rooms (which can be used as a restaurant, or conference rooms), a bar, shops and car park and
the land use rights (the “Property”). The market value of the Property in existing state as at 31
July 2011 was approximately RMB110 million.

Major terms of the Acquisition Agreement

(a) Consideration

The Consideration to be payable by the Company pursuant to the Acquisition Agreement
(subject to adjustment) shall be RMB254,000,000 (equivalent to approximately
HK$304,800,000). In arriving at the final Consideration pursuant to the Acquisition
Agreement, the Consideration will be adjusted based on the PRC Valuation and is subject
to any further adjustment made according to the Adjustment Mechanism (as defined
below). The maximum amount of the final Consideration is RMB279,400,000 (equivalent
to approximately HK$335,280,000).

As noted from the Letter from the Board, the Consideration was determined with
reference to the net assets value of the Target Group (on the basis that the Pre-completion
Reorganisation has been completed) as at 31 May 2011, after taking into account the
market value of the Property and the future prospects of the businesses operated by the

Target Group.

The net asset value of the Target Group was approximately RMB154.3 million
(equivalent to approximately HK$185.2 million) (being the aggregate amount of net asset
value of Travel Investment Group of approximately RMB153.7 million (equivalent to
approximately HK$184.5 million) and Huandao Gold of approximately RMBO0.6 million
(equivalent to approximately HK$0.7 million) as at 31 May 2011. It was adjusted by the
following fair value adjustments (the “Fair Value Adjustments”) as illustrated in the
unaudited pro forma financial information of the Enlarged Group as set out in Appendix
IV to the Circular:
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—  The adjustment in relation to the excess of fair values of the hotel buildings
and prepaid lease payments over their carrying amounts as at 31 May 2011 of
approximately RMB6.9 million (equivalent to approximately HK$8.3 million) and
RMBS85.1 million (equivalent to approximately HK$102.1 million), respectively,
with reference to the valuation carried out by an independent qualified professional
valuer and the deferred tax on the fair value adjustment of approximately RMB23.0
million (equivalent to approximately HK$27.6 million). The fair values of hotel
buildings and prepaid lease payments are with reference to the valuation as at 31
July 2011, of which there is no material difference in valuation between 31 May
2011 and 31 July 2011; and

—  The adjustment in relation to the excess of fair value of the inventories held by
Huandao Gold over their carrying amount as at 31 May 2011 of approximately
RMB3.1 million (equivalent to approximately HK$3.7 million) calculated with
reference to the weighted average price of gold announced by the Shanghai Gold
Exchange as at 31 May 2011 and the deferred tax on the fair value adjustment of
approximately RMBO0.8 million (equivalent to approximately HK$0.9 million).

As the Property is the major asset of the Target Group, we consider it is fair and
reasonable to adjust the net assets value of the Target Group by the valuation of the
Property prepared by a qualified valuer in accordance with international valuation
standards. In order to assess the Adjusted NAV and the fairness and reasonableness of
the methodology used in arriving at the market value of the Property as at 31 July 2011,
we have reviewed the Valuation Report and have discussed with the Valuer regarding
the methodology adopted, the basis and assumptions used in arriving at the valuation. As
noted from the Valuation Report, in performing the valuation, the Valuer has adopted the
Direct Comparison Method which is based on comparable sales evidence or offerings as
available in the relevant market. As advised by the Valuer, given the particulars of the
Property held by the Target Group, the above methodologies are commonly adopted for
valuation of properties in Hong Kong and the PRC and are also consistent with normal
market practice. Further details of the basis and assumptions of the valuation are included

in the Valuation Report as contained in Appendix V to the Circular.

In addition, we also consider it is fair and reasonable to adjust the value of gold
inventory, with reference to the open market price of gold, such as the gold price
published on the Shanghai Gold Exchange, to reflect the fair value of the inventories held
by Huandao Gold.

By taking into account the Fair Value Adjustments mentioned above, the adjusted net
asset value of the Target Group would be approximately RMB225.6 million (equivalent to
approximately HK$270.7 million) (the “Adjusted NAV”). Accordingly, the Consideration
of RMB254 million (before adjustment) represents a premium of approximately 12.6% to
the Adjusted NAV of the Target Group.
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In order to assess the fairness and reasonableness of the Consideration, we have
performed price to earning multiple analysis (the “PER”), which is regarded as the most
widely used and accepted method to value a company with recurrent income base, to
compare the PER implied by the Acquisition with the PER of the selected comparables.
After discussed with the Company regarding the PER comparison and based on our
independent research, we have, to our best efforts, identified four companies (listing in
Hong Kong and the PRC) (the “Comparable Companies”) whose principal business is
similar to that of the Target Group. The criteria for selecting the Comparable Companies
are those companies principally engaged in tourism and hotel business with business in

scenic spots operations. Set out below is the information of the Comparable Companies.

Market
Name of Comparable Stock Capitalisation PER
Companies Stock code Exchange (in million) (times)
(Note 1) (Note 1)
Jiuzhou Development 908 Hong Kong HK$615 47.41
Company Limited
China Travel International 308 Hong Kong HK$8,885 58.65
Investment
Hong Kong Limited
Beijing Capital Tourism 600258 Shanghai RMB4,006 26.06
Co., Ltd (equivalent to
approximately
HK$4,807)
China CYTS Tours 600138 Shanghai RMBS3,877 22.85
Holding Co., Ltd. (equivalent to
approximately
HK$7,052)
Minimum 22.85
Maximum 58.65
Average 38.74
The Acquisition RMB254.0 17.9

(Note 2)

Source: Bloomberg
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(b)

Notes:

1. Data regarding the market capitalisations, PERs of the Comparable Companies are sourced from
Bloomberg as at 27 July 2011, being the date on which the Company, CCHK and CCHG entered
into the Original Acquisition Agreement.

2. Calculated based on the Consideration (before adjustment) under the Acquisition Agreement and
the aggregate profit after taxation of the Target Group for the year ended 31 December 2010 of
approximately RMB14.2 million.

As noted from the table above, the PER for the Target Group as implied under the

Acquisition is lower than the average PER of the Comparable Companies.
Adjustment mechanism to the Consideration

As advised by the Company, the adjustment mechanism (the “Adjustment Mechanism”)
to the Consideration is incorporated to the Acquisition Agreement because it is a
requirement under the PRC laws that the price for the transfer of interest in Target
Group shall be filed with and confirmed by the State-owned Assets Supervision and
Administration Commission of the State Council. As at the Latest Practicable Date,
CCHK and CCHG are in the course of preparation of the application to the State-owned

Assets Supervision and Administration Commission of the State Council.
The Adjustment Mechanism is summarised below:

Adjustment Mechanism: Implication to the consideration:

1) if the Filed and Confirmed Price is Under this scenario, the maximum
higher or lower than the Consideration Consideration pursuant to the
by not more than 10%, the Consideration Acquisition Agreement will be
shall be adjusted to an amount which RMB279,400,000 whereas the
equals the Filed and Confirmed Price; minimum Consideration will be

RMB228,600,000. We consider
that such clause is in the interest of
the Company and the Independent
Shareholders as a whole as we noted
from the notice no.27 (' J{>ELE
S A K R Y AT k)
effective from 1 July 2011 issued by
the State-owned Assets Supervision
and Administration Commission of
the State Council, which stipulates
that the consideration of a transaction
should be determined based on the
valuation filed with and confirmed by
the State Council.
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2) if the Filed and Confirmed Price shall be We consider that such clause is in
an amount equal to the Consideration, the interest of the Company and the
the Consideration will not be adjusted; Independent Shareholders as a whole
and as the Consideration is in line with the

Filed and Confirmed Price.
3) if the Filed and Confirmed Price shall We consider that such clause is in

be an amount higher or lower than the
Consideration by more than 10%, the
Company, CCHK and CCHG agreed
that they will negotiate on the revised
Consideration to be payable by the
Company pursuant to the Acquisition
Agreement. The negotiation on the
revised Consideration, if required, will

be based on fresh negotiation among the

the interest of the Company and the
Independent Shareholders as a whole
as the Independent Shareholders
will be given a chance to consider
the revised Consideration at another
general meeting to be convened by
the Company in the event that the
final Consideration pursuant to the

Acquisition Agreement is 10% higher

parties taking into account the Filed and or lower than Consideration.

Confirmed Price

As discussed with the management of the Company, the Directors consider that the
possible depreciation or appreciation in the value of the Property held by the Target
Group during the interim period from the date of the Original Acquisition Agreement
(27 July 2011) to the date of valuation of the PRC Valuation (at a date after CCHG
has transferred Travel Investment to BVI Company pursuant to the reorganisation) (the
“Interim Period”) can be reflected and adjusted through the Adjustment Mechanism if
the change in the value of the Property is not more than 10%. In addition, the Company
will be able to put the whole transaction back to its Independent Shareholders for
consideration and re-approval if the depreciation or appreciation in the value of the

Property is more than 10%.

Given the above, we consider the Adjustment Mechanism complies with the relevant
requirement under the PRC laws and provide adequate protection against the fluctuation
in the value of the Property held by the Target Group during the Interim Period to the
Company and its Shareholders, and therefore we are of the view that the Adjustment

Mechanism is fair and reasonable.

If the final Consideration payable is adjusted to the maximum extent (i.e. RMB279,400,000),
the PER would be 19.7; and if the final Consideration payable is adjusted to the minimum
extent (i.e. RMB228,600,000), the PER would be 16.1. The PERs under these two scenario

are lower than the average PER of the Comparable Companies.
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Our view

Having regard to the above factors, and in particular that i) the Consideration of the
Acquisition is determined with reference to the net assets value of the Target Group as
adjusted by the market value of the Property as at 31 July 2011 and the market value of
the gold inventory held by the Target Group; ii) the PERs implied by the Acquisition
are below the average PER of the Comparable Companies; and iii) the Adjustment
Mechanism is fair and reasonable, we consider that the basis to arrive at the final
Consideration pursuant to the Acquisition Agreement to be fair and reasonable so far as

the Company and the Independent Shareholders are concerned.

5. Other terms of the Acquisition Agreement

1)

2)

Marine Use Right

Pursuant to the Acquisition Agreement, the completion of the Acquisition Agreement is
conditional on the satisfaction of a condition that the certificate for renewal of validity
period of Marine Use Right has been obtained by the relevant companies under the Target
Group. Such condition cannot be waived by parties. If the above condition precedent
set out in the Acquisition Agreement has not been satisfied on or before 30 June 2012
(or such other date as agreed by the parties), the Acquisition Agreement shall cease
and determine and none of the parties shall have any obligations and liabilities under
the Acquisition Agreement, save for any prior breaches of the terms of the Acquisition
Agreement. As at the Latest Practicable Date, the Directors are not aware of any

circumstance that would lead to failure to renew the Marine Use Right.
Undertakings by CCHG
Pursuant to the Acquisition Agreement, CCHG has undertaken, among other matters:

i. to indemnify the Company for any loss and costs incurred in connection with any

breaches or non-compliance of any terms of the Acquisition Agreement by CCHK;

ii. to indemnify the Company in cash for any loss suffered after completion of the
Acquisition Agreement as a result of the failure of any of the Target Group to
obtain and/or renew any approval, licence, permit, right or qualification (including
but not limited to Marine Use Right) necessary, as at or prior to the date of
completion of the Acquisition Agreement, for the operation of the businesses
currently engaged by the Target Group, the amount of indemnity to be assessed
based on the average monthly net profits from the relevant business of the relevant

company during the preceding financial year; and
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3)

iii.  to indemnify the Company for any liabilities, payment obligations, fines or
penalties imposed by any relevant regulatory authorities (regardless of whether
such obligations or penalties are incurred by the business operation of the Target
Group prior to or after the completion of the Acquisition) which might be incurred
as a result of the failure of any of companies under the Target Group to obtain and/
or renew, prior to completion of the Acquisition Agreement, any approval, licence,
permit, right or qualification (including but not limited to Marine Use Right)
necessary, as at or prior to the date of completion of the Acquisition Agreement,

for the operation of the businesses engaged by the Target Group.

Pre-Completion Reorganisation Conditions Precedent

As noted from the Letter from the Board, in the event that any companies under the
Target Group cannot be transferred to BVI Company pursuant to the Pre-completion
Reorganisation, the Consideration shall be adjusted downward by an amount equivalent
to the value of such company(ies) as assessed by a qualified PRC valuer who is approved
by the parties to the Acquisition Agreement and in any event the amount to be deducted
shall not be less than the net assets value of such company(ies) as shown in the unaudited
management accounts of such company(ies) as at 31 May 2011. Given that the possible
downward adjustment to the Consideration would be the higher of the value of such
company(ies) as assessed by a qualified PRC valuer and the net assets value of the
company(ies) as shown in the unaudited management accounts of such company(ies)
as at 31 May 2011, we consider that such adjustment to the Consideration is fair and
reasonable and is in the interest to the Company and Independent Shareholders as a

whole.
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6.

4)

Settlement of the receivables of the Target Group due from CCHG Related Companies

As noted from the Letter from the Board, it is one of the conditions precedents to the
Acquisition Agreement that the receivables of the Target Group due from the CCHG
Related Companies have been settled in full. If such receivables cannot be settled in full
as at the date of completion of the Acquisition Agreement, the Company intends to waive
such condition precedent. In this event, the Consideration will be adjusted downward
by an amount equivalent to such unsettled receivables of the Target Group due from the
CCHG Related Companies as at the date of completion of the Acquisition Agreement and
we consider that such adjustment to the Consideration is fair and reasonable and is in the

interest to the Company and Independent Shareholders as a whole.

Our view

Given that (i) the renewal of Marine Use Right is one of the conditions precedents set out
in the Acquisition Agreement; (ii)) CCHG has undertaken to indemnify the Company, as
details mentioned above, for any loss suffered and/or any liabilities, payment obligations,
fines or penalties imposed by any relevant regulatory authorities as a result of the failure
of any of the Target Group to obtain and/or renew any necessary approval, licence,
permit, right or qualification; and (iii) it is the terms in the Acquisition Agreement that
the Consideration shall be adjusted as appropriate in the event that (a) any companies
under the Target Group cannot be transferred to BVI Company pursuant to the Pre-
completion Reorganisation; or (b) the receivables of the Target Group due from the
CCHG Related Companies cannot be settled in full as at the date of completion of the
Acquisition Agreement, we consider that the terms including the conditions precedents
and the indemnities given by CCHG to the Company are normal commercial terms and

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

Issue price

The issue price of HK$0.47 per Consideration Share (“Issue Price”) represents:

a discount of approximately 2.08% to the closing price of HK$0.48 per Share as quoted
on the Stock Exchange on the Last Trading Day;

a discount of approximately 0.63% over the average closing price of HK$0.473 per Share

as quoted on the Stock Exchange for the last five trading days up to and including the
Last Trading Day;
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— adiscount of approximately 0.63% over the average closing price of HK$0.473 per Share
as quoted on the Stock Exchange for the last 20 trading days up to and including the Last
Trading Day; and

— a premium of approximately 38.2% over the closing price of HK$0.34 per Share as
quoted on the Stock Exchange on the Latest Practicable Date.

We noted that the issue price was arrived at after arm’s length negotiations between the
Company, CCHK and CCHG with reference to the prevailing Share prices prior to the Last
Trading Day of the Company.

Date of Original Acquisition
Agreement

0.554 -

05044\ f

Issue Price

0404 -

0357
034

Closing price (HK$)

0301 -

Source: Bloomberg

The chart above shows the closing price per Share on each trading day during the one
year preceding the Last Trading Day prior to date of the Original Acquisition Agreement
(the “Pre-Announcement Period”) up to and including the Latest Practicable Date (the
“Post-Announcement Period”). During the Pre-Announcement Period, the lowest closing price
was HK$0.40 per Share and the highest closing price was HK$0.56 per Share. The daily average
closing price per Share for the Pre-Announcement Period was HK$0.476. During the Post-
Announcement Period, the lowest closing price was HK$0.31 per Share and the highest closing
price was HK$0.50 per Share, with a daily average closing price of HK$0.41 per Share. As at
the Latest Practicable Date, the Shares closed at HK$0.34.
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In assessing the fairness of the Issue Price, we have, on a best effort basis, also reviewed recent
placing and subscription of shares which were placed to a group of independent investors
and issued under general mandate announced by the companies listed on the Main Board of
the Stock Exchange (excluding those in suspension in trading) from 1 June 2011 up to and
including the Latest Practicable Date (the “Share Placements”). We note that the issue price of
the Share Placements ranged from a discount of 19.00% to a premium of 9.09% to the closing
price of the Share Placements on the last trading date, with an average discount of 6.53% to
the closing price of the Share Placements as at the last trading date (the “Average Discount”).
Therefore, the Issued Price of HK$0.47, representing a discount of approximately 2.08% to the
closing price of HK$0.48 per Share on the Last Trading Day and a discount of approximately
0.63% over the average closing price of HK$0.473 per Share as quoted on the Stock Exchange
for the last five trading days, falls within the range of the Share Placements under review and is

below the Average Discount of 6.53%.

As advised by the Company, the Board has considered other financing methods for satisfaction
of the Consideration under the Acquisition. However, as the issue of Consideration Shares to
settle the Consideration (i) helps the Group to preserve its cash resources that would enable the
Company to reserve the cash readily available for financing its business development and other
investment opportunities in a timely manner when such opportunities arise without immediately
cash outlay or save the Company from any financial burden to raise the adequate funding for the
Acquisition; (ii) does not result in an increase in the financial gearing of the Company; and (iii)
enlarges the capital base of the Company, all of which would improve the Company’s overall
financial position, the Directors consider that payment by way of issue of the Consideration

Shares is the most appropriate method.

Given the above, in particular that (i) the Issue Price was determined with reference to the
prevailing market prices of the Share; (ii) the Issue Price is very close to the average closing
price per Share for the Pre-Announcement Period; and (iii) the discounts of the Issue Price to
the Share price on the Last Trading Day falls within the range of the Share Placements under
review and is below the Average Discount of 6.53%, we consider the Issue Price and the issue
of the Consideration Shares to fully satisfy the Consideration to be fair and reasonable so far as

the Company and the Independent Shareholders are concerned.
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Effect on shareholding interests of the Shareholders

Assuming that the Consideration is the final Consideration payable by the Company under
the Acquisition Agreement, after issue of the Consideration Shares under the Acquisition
Agreement, the shareholding interests of the public Shareholders will be diluted from
approximately 45.22% to 39.10%. Assuming that the final Consideration payable by the Company
under the Acquisition Agreement is adjusted to the maximum extent (i.e. RMB279,400,000
for the Acquisition Agreement) in accordance with the terms thereof, after issue of the
Consideration Shares under the Acquisition Agreement, the shareholding interests of the public
Shareholders will be diluted from approximately 45.22% to 38.58%.

Having considered that (i) the Acquisition would provide a new area for growth in the Group’s
business and bring better returns to the Company and the Shareholders, which are in line with
the stated business strategy of the Group and could strengthen the future earning capacity of the
Group; (ii) the Consideration for the Acquisition is fair and reasonable as elaborated above; and
(iii) the Consideration of the Acquisition to be satisfied by the issue of the Consideration Shares
would enable the Company to reserve the cash readily available for financing its business
development and other investment opportunities in a timely manner when such opportunities
arise without immediately cash outlay or save the Company from any financial burden to raise
the adequate funding for the Acquisition, we concur with the view of the Directors that the issue
of the Consideration Shares would enable the Company to enlarge its capital base and improve
its overall financial position and is the appropriate method to satisfy the Consideration of the
Acquisition. Having considered the above analyses, we consider that the shareholding dilution

effect arising from the issue of the Consideration Shares is acceptable.

Possible financial effects of the Acquisition

Earnings

For the year ended 31 December 2010, the Target Group recorded net profit of approximately
RMB14.2 million. Upon completion of the Acquisition Agreement, each of BVI Company, HK
Company and the Target Group will become wholly owned subsidiaries of the Group and their
results will be consolidated into the consolidated financial statements of the Group.

Net assets value

The Group had net assets value of approximately as at 30 June 2011 was approximately
HK$1,574.3 million.
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Upon completion of the Acquisition Agreement, the unaudited pro forma adjusted net assets
value of the Enlarged Group will increase to approximately HK$1,878.1 million (referencing
to the unaudited pro forma financial information of the Enlarged Group as set out in Appendix
IV of the Circular which assumes that the Acquisition had been completed on 30 June 2011),
representing i) approximately HK$0.39 per Share (based on 4,173,434,227 Shares in issue as
at the Latest Practicable Date and 653,169,039 Consideration Shares (assuming no adjustment
to the consideration payable by the Company under the Acquisition Agreement) being issued
upon completion) and; ii) approximately HK$0.38 per Share (based on 4,173,434,227 Shares
in issue as at the Latest Practicable Date and 718,485,943 Consideration Shares (assuming
the Consideration payable by the Company under the Acquisition Agreement is adjusted to its

maximum extent being issued upon completion).

Working capital

As at 31 May 2011, the Target Group had cash of RMB22.5 million (equivalent to HK$27.0
million) and net current assets of approximately RMBS82.3 million (equivalent to HK$98.8
million). As the Consideration will be funded by way of issue of Consideration Shares, the

Acquisition will not have any adverse impact on the working capital position of the Group.

RECOMMENDATION

Having considered the principal factors and reasons referred to the above, we consider that the
Acquisition Agreement is in the interests of Company and the Independent Shareholders as a whole
and the terms thereof are of normal commercial terms and fair and reasonable so far as Company and
the Independent Shareholders are concerned. Accordingly, we advise the Independent Shareholders
and the Independent Board Committee of Company to recommend the Independent Shareholders of
Company to vote in favour of the ordinary resolutions to be proposed at the EGM of Company to

approve the Acquisition Agreement.

Yours faithfully,
For and on behalf of
CIMB Securities (HK) Limited

Alex Lau Alvin Tsui
Head Vice President
Corporate Finance Corporate Finance
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1. AUDITED CONSOLIDATED FINANCIAL INFORMATION OF THE GROUP

The Company is required to set out in this circular the information for the last three financial
years with respect to the profits and losses, financial record and position, set out as a
comparative table and the latest published audited statement of financial position together with

the notes on the annual accounts for the last financial year for the Group.

Financial information of the Group for each of the three years ended 31 December 2010 are
disclosed in the following documents which have been published on the websites of the Stock

Exchange (http://www.hkex.hk) and the Company (www.irasia.com/listco/hk/chengtong).

—  annual report of the Company for the year ended 31 December 2010 published on 8
March 2011 (pages 25 to 85);

— annual report of the Company for the year ended 31 December 2009 published on 8
March 2010 (pages 23 to 84); and

— annual report of the Company for the year ended 31 December 2008 published on 3 April
2009 (pages 25 to 86).

2. INDEBTEDNESS

As at the close of business on 31 August 2011, being the latest practicable date for the purpose
of ascertaining the indebtedness of the Enlarged Group prior to the printing of this circular, the
Enlarged Group had an aggregate outstanding borrowings of approximately HK$769,280,000

comprising:

(a) outstanding bank loan of approximately RMBS50,000,000 (equivalent to approximately
HK$60,000,000) , which was secured by the land use right of a property held for
development which amounted to approximately RMB89,000,000 (equivalent to
approximately HK$106,800,000);

(b)  unsecured loan of HK$600,000; and

(c)  the Corporate Bond as at 31 August 2011 was approximately RMB590,567,000 (equivalent
to approximately HK$708,680,000).

Save as aforesaid or as otherwise disclosed herein, and apart from intra-group liabilities, the
Enlarged Group did not have outstanding at the close of business on 31 August 2011 any loan
capital issued and outstanding or agreed to be issued, bank overdrafts, loans or other similar
indebtedness, liabilities under acceptances or acceptable credits, debentures, mortgages, charges,

hire purchase commitments, guarantees or other material contingent liabilities.
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3. WORKING CAPITAL

The Directors, after due and careful enquiry, are of the opinion that following the completion
of the Acquisition, after taking into account the financial resources available to the Enlarged
Group, including internally generated funds and the available banking facilities, the Enlarged
Group has sufficient working capital for its present requirements for at least the next 12 months
from the date of this circular, in the absence of unforeseeable circumstances.

4. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors confirmed that save as disclosed in (i)
the announcement of the Company dated 4 January 2011 in relation to the finance lease
arrangement; (ii) the announcement of the Company dated 14 January 2011 in relation to
a lease renewal agreement; (iii) the announcement of the Company dated 11 May 2011 in
relation to issued RMB600,000,000 4.5% bonds due in 2014; (iv) the announcement of the
Company dated 26 July 2011 in relation to the entrusted loan agreement and a loan agreement;
(v) the announcement of the Company dated 12 August 2011 in relation to the entrusted fund
management agreement; and (vi) the interim report of the Group for the six months ended 30
June 2011, the Directors are not aware of any material adverse change in the financial or trading
position of the Group since 31 December 2010, being the latest published audited financial
statements of the Group were made up.

5. FINANCIAL AND TRADING PROSPECTS

Although the Mainland China maintained high GDP growth in the first half of the year ending 31
December 2011, its macro-control over property industry has been tightening. The PRC government
continued its prudent monetary policy, while global inflation keeps rising and the crisis of European
debt and rating of the United States’ sovereign debt persists. Under such circumstances, each of the
Group’s businesses has been affected to various extents. In our opinion, the real estate industry will
still be impacted by the macro control policy in the second half of the year ending 31 December
2011, and customers’ purchasing power will be further weakened as property purchase restrictions
are extended to second tier and third tier cities and the Mainland China commercial banks continue
to tighten mortgage loans. In response, the Group will take proactive property sales strategies, speed
up the collection of accounts receivable from property sales and strictly control cash flows. The
Group will also rationalize the portfolio of its existing land resources, dispose of industrial lands with
rapid value appreciation at appropriate time and select additions to our commercial and residential
land bank in a prudent manner. In addition, the Group will make use of the financing platform of
4 il & FH & A PR/ A (unofficial translation as Chengtong Financial Leasing Company Limited),
a wholly-owned subsidiary of the Company, to earn higher capital gains. Furthermore, the Group
will aggressively develop bulk commodity trade such as trading of coal etc and closely monitor the
opportunities for acquisition of upstream resources. Given the Group’s rational assets and liabilities
structure and ample cash resources, the management is very confident of the successful development
of each business of the Group and its seizing any possible investment opportunities.
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The following is the text of a report on Travel Investment Group, prepared for each of the three years
ended 31 December 2010 and the five months ended 31 May 2011 for the purpose of inclusion in this
circular, received from the independent reporting accountants, Deloitte Touche Tohmatsu. A copy of

the following accountants’ report is available for inspection.

Deloi
e o I tte [} =8 BERS ST Deloitte Touche Tohmatsu

HR BB 35/F One Pacific Place

IE A& ES—E351E 88 Queensway
1' = Hong Kong

30 September 2011
The Directors

China Chengtong Development Group Limited
Dear Sirs,

We set out below our report on the consolidated financial information relating to i & % & 19 I i
% % & A PR /A 7l (Hainan Huandao Hotel Travel Investment Co., Ltd.) (“Travel Investment”) and its
subsidiaries, (i) ¥ g 5 55 S A )5 A BR /A 7] (Hainan Huandao Underwater World Hotel Co.,
Ltd.) (“Underwater World Hotel”); (i) ¥ R 55 BE 8 I JiE {5 ik 42 4 FR A 7] (Hainan Yalong Bay
Underwater World Travel Co., Ltd.) (“Underwater World”) and (iii) P& 7K i 7K ¥ 5 5 i 3 tH L i
WA BR 72> A (Lingshui Clearwater Bay Huandao Ocean World Travel Co., Ltd.) (“Ocean World”),
(hereinafter collectively referred to as “Travel Investment Group”) for each of the three years ended
31 December 2010 and the five months ended 31 May 2011 (the “Relevant Periods™) (the “Travel
Investment Group Financial Information”) for inclusion in the circular issued by China Chengtong
Development Group Limited (the “Company”) dated 30 September 2011 (the “Circular”) in connection

with the proposed acquisition of the entire issued capital of Travel Investment by the Company.

Travel Investment has the following subsidiaries which are established in the People’s of Republic of

China (the “PRC”) during the Relevant Periods and their particulars are as follows:

Attributable equity interest held

As at 31 December As at 31 May

Name of subsidiaries Paid-in capital 2008 2009 2010 2011 Principal activities
Underwater World Hotel (Note 1) RMBS,000,000 80% 100% 100% 100% Hotel operation
Underwater World (Note 1) RMBY6,000,000 100% 100% 100% 100% Provision of marine

entertainment services
Ocean World (Note 1) RMB500,000 100% 100% 100% 100% Provision of marine

entertainment services
BHREBRAEREEARAT  RMB36,000,000 100% NA NA NA  Suspended operations
(Haikou Cuidao Spa in property development

Resort Co. Ltd.) (Note 2)
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Notes:

D Travel Investment holds directly the equity interests in Underwater World and Underwater World Hotel and
indirectly the equity interest in Ocean World.

Q) ORISR EEERRAE (Haikou Cuidao Spa Resort Co. Ltd.) was held directly by Travel Investment
and was disposed of in 2009.

Travel Investment was established in the PRC on 28 June 2007 as a limited liability company. The

principal activity of Travel Investment is investment holding.

Travel Investment Group adopts 31 December as its financial year end date. The PRC statutory
financial statements of the companies comprising Travel Investment Group for each of the three years
ended 31 December 2010, prepared in accordance with the relevant accounting principles and financial
regulations applicable to PRC enterprises, were audited by % #E & 5t i 25 % it A BR AL A Al

(Reanda Certified Public Accountants), certified public accountants registered in the PRC.

For the purpose of the preparation of this report, the directors of Travel Investment have prepared
the management accounts of Travel Investment Group for the Relevant Periods in accordance
with accounting policies set out in note 3 to this report which conform with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) except for the failure to consolidate the financial information of Non-consolidated
Subsidiaries in accordance with Hong Kong Accounting Standard (“HKAS”) 27 “Consolidated and
Separate Financial Statements” (“HKAS 27”) and account for the share of results of operations and
net assets of the jointly controlled entity in accordance with HKAS 31 “Interests in Joint Ventures”
(“HKAS 317) for the year ended 31 December 2008 and 2009, where applicable, (the “Underlying
Management Accounts”). We have carried out independent audit procedures we consider necessary in
respect of the Underlying Management Accounts of Travel Investment Group for the Relevant Periods
in accordance with Hong Kong Standards on Auditing issued by the HKICPA and examined the
Underlying Management Accounts for the Relevant Periods in accordance with the Auditing Guideline

3.340 “Prospectuses and the Reporting Accountant” as recommended by the HKICPA.
The Travel Investment Group Financial Information for the Relevant Periods set out in this report has

been prepared based on the Underlying Management Accounts without making any adjustments for the

purpose of inclusion in the Circular.
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The directors of Travel Investment are responsible for preparing the Underlying Management
Accounts. The directors of the Company are responsible for the contents of the Circular in which
this report is included. It is our responsibility to compile the Travel Investment Group Financial
Information set out in this report from the Underlying Management Accounts, to form an independent
opinion on the Travel Investment Group Financial Information and to report our opinion to you.
However, for the purpose of this report, we were unable to carry out the procedures we considered
necessary on the Travel Investment Group Financial Information for each of the two years ended 31
December 2008 and 2009 to form the basis for an opinion on Travel Investment Group Financial

Information. Details of the limitation in the scope of our work are set out below.

16 7 5 I AR B 72 BT 266 PR A ) (Hainan Huandao Furuida Industrial Co. Ltd.) was acquired by Travel
Investment Group as a wholly-owned subsidiary in 2008 and was deregistered in 2008. ¥ 13 5 i
SRR A BR /S Al (Haikou Cuidao Spa Resort Co. Ltd.) (together with 1 B HtE 2 H ¥ A
FR 7> 7] (Hainan Huandao Furuida Industrial Co. Ltd.), hereinafter referred to individually as “Non-
consolidated Subsidiary” and together as ‘“Non-consolidated Subsidiaries”) was disposed of in 2009.
— R AR RV R VR A S A FR/A A (Sanya Yalong Bay Zhonghuan Coastal Park Management
Co. Ltd.), a jointly controlled entity of Travel Investment Group, was de-registered in 2008. The
relevant financial information of the Non-consolidated Subsidiaries and the jointly controlled entity up
to the respective dates of disposal or de-registration is not available to Travel Investment. Accordingly,
investment in a Non-consolidated Subsidiary is included in consolidated statement of financial position
of Travel Investment Group as at 31 December 2008 at cost, the results of the Non-consolidated
Subsidiaries were not included in the Travel Investment Group Financial Information for each of the
two years ended 31 December 2009, and the results of jointly controlled entity were not included in

the Travel Investment Group Financial Information for the year ended 31 December 2008.

Travel Investment Group accounted for its investments in the Non-consolidated Subsidiaries and the
jointly controlled entity at cost and up to the dates of de-registration in 2008 or disposal in 2009,
where applicable. No relevant financial information about the Non-consolidated Subsidiaries and the
jointly controlled entity has been provided to us by the directors of Travel Investment. There were no
other satisfactory audit procedures that we could adopt to satisfy ourselves that the carrying amounts
of investments in Non-consolidated Subsidiaries and the jointly controlled entity were free from
material misstatement as at 1 January 2008 and up to the dates of de-registration in 2008 and disposal
in 2009. Any adjustments found to be necessary would affect the carrying amounts of the investments
in Non-consolidated Subsidiaries and jointly controlled entity of Travel Investment Group as at 1
January 2008, and 31 December 2008, and the profit for each of the two years ended 31 December
2008 and 2009.
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In our opinion, except for the effects of such adjustments, if any, that might have been determined to
be necessary had we been able to satisfy ourselves as to the matters as explained above, the Travel
Investment Group Financial Information gives, for the purpose of this report, a true and fair view of
the state of affairs of Travel Investment Group as at 31 December 2008, 2009 and 2010 and 31 May

2011 and of Travel Investment Group’s results and cash flows for the Relevant Periods.

Without further qualifying our opinion, we draw attention to note 4 to this report which describes the
uncertainty related to the extension of marine use right period and thus may affect the determination of

the estimated useful lives of Travel Investment Group’s property, plant and equipment.

The comparative consolidated statement of comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows of Travel Investment Group for the five months
ended 31 May 2010 together with the notes thereon (the “May 2010 Financial Information”) have
been extracted from Travel Investment Group’s unaudited financial information for the same period
which was prepared by the directors of Travel Investment Group solely for the purpose of this report.
We have reviewed the May 2010 Financial Information in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information Performed by the Independent
Auditor of the Entity” issued by the HKICPA. Our review of the May 2010 Financial Information
consists of making enquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we could become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion on the May 2010 Financial
Information. Based on our review, nothing has come to our attention that causes us to believe that
the May 2010 Financial Information is not prepared, in all material respects, in accordance with the
accounting policies consistent with those used in the preparation of the Travel Investment Group

Financial Information which confirm with HKFRSs.
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A)

FINANCIAL INFORMATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
Notes RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Turnover 8 30,527 39,079 43,431 23,911 26,861
Cost of sales (15,811) (16,720) (18,240) (8,051) (10,599)
Gross profit 14,716 22,359 25,191 15,860 16,262
Other income 10 3,273 2,811 3,709 1,481 3,240
Selling expenses (2,699) (2,736) (3,022) (1,320) (1,072)
Administrative expenses (6,189) (8,412) (8,099) (4,328) (4,465)
Profit before taxation 9,101 14,022 17,779 11,693 13,965
Income tax expense 11 (1,163) (2,385) (3,424) (2,204) (2,180)
Profit and total other
comprehensive income
for the year/period 12 7,938 11,637 14,355 9,489 11,785
Profit and total other
comprehensive income
for the year/period
attributable to
Owners of the Company 6,918 11,637 14,355 9,489 11,785
Non-controlling interests 1,020 — — — —
7,938 11,637 14,355 9,489 11,785
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at
As at 31 December 31 May
2008 2009 2010 2011

Notes RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets

Property, plant

and equipment 15 28,455 28,169 42,751 57,978
Prepaid lease payments 16 4,141 4,012 3,883 3,829
Investment in

a Non-consolidated

Subsidiary 18 36,000 — — —
Deposits for acquisition

of property, plant

and equipment 19 — — 24,740 10,146

Amounts due from
related companies 22 46,381 57,731 54,009 —
114,977 89,912 125,383 71,953

Current assets

Inventories 20 1,242 1,243 1,306 1,327
Prepaid lease payments 16 129 129 129 129
Trade and
other receivables 21 351 662 1,216 1,106
Amounts due from
related companies 22 — — — 70,965
Bank balances and cash 23 10,755 79,967 33,774 22,458
12,477 82,001 36,425 95,985
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (continued)

Current liabilities

Trade and other payables

Amounts due to
related companies

Tax payables

Net current

(liabilities) assets

Total assets less

current liabilities

Capital and reserves
Paid-in capital

Reserves

Equity attributable to
equity owners
of the Company

Non-controlling interests

Total equity

As at

As at 31 December 31 May

2008 2009 2010 2011

Notes RMB’000 RMB’000 RMB’000 RMB’000
24 5,578 6,058 7,141 7,627
25 59,267 15,449 11,884 5,884
768 393 830 689

65,613 21,900 19,855 14,200

(53,136) 60,101 16,570 81,785

61,841 150,013 141,953 153,738

26 50,000 136,000 136,000 136,000
5,441 14,013 5,953 17,738

55,441 150,013 141,953 153,738

6,400 — — —

61,841 150,013 141,953 153,738
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Attributable to equity owners of the Company

Non-
Paid-in  Statutory Retained controlling
capital reserve profits Sub-total interests Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note)

At 1 January 2008 50,000 — 986 50,986 5,380 56,366
Profit and total comprehensive

income for the year — — 6918 6918 1,020 7,938
Deemed distribution on interest-free

advances due from related companies — — (2,463) (2,463) — (2,463)
Transfer — 408 (408) — — —
At 31 December 2008 50,000 408 5,033 55441 6,400 601,341
Profit and total comprehensive

income for the year — — 11,637 11,637 — 11,637
Increase in paid-in capital 86,000 — — 86,000 — 86,000
Deemed distribution on interest-free

advances due from related companies — — (3,005) (3,005) — (3,065)
Transfer — 751 (751) — — —
Acquisition of additional interest in

a subsidiary (note 10(b)) — — — — (6,400) (6,400)
At 31 December 2009 136,000 1,159 12,854 150,013 — 150,013
Profit and total comprehensive

income for the year — — 14,355 14,355 — 14,355
Deemed distribution on interest-free

advances due from related companies — — (3,138) (3,138) — (3,138)
Transfer — 3,337 (3,337) — — —
Dividend paid (note 14) — — (19,277) (19,277) — (19,277)
At 31 December 2010 136,000 4,496 1,457 141,953 — 141,953
Profit and total comprehensive

income for the period — — 11,785 11,785 — 11,785
At 31 May 2011 136,000 4,496 13,242 153,738 — 153,738
At 1 January 2010 136,000 1,159 12,854 150,013 — 150,013
Profit and total comprehensive

income for the period — — 0,489 9,489 — 9,489
Deemed distribution on interest-free

advances due from related companies — — (4,052) (4,052) — (4,052)
At 31 May 2010 (Unaudited) 136,000 1,159 18,291 155,450 — 155,450
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (continued)

Note: As stipulated by the relevant laws and regulations in the PRC, the companies comprising Travel
Investment Group established in the PRC shall set aside 10% of their net profit to the statutory reserve
before the distribution of the net profit each year/period until the balance reaches 50% of their paid-in
capital. The statutory reserve can only be used upon approval by the board of directors of the respective
companies comprising Travel Investment Group to offset accumulated losses or increase paid-in capital.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
Notes RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)

Operating activities
Profit before taxation 9,101 14,022 17,779 11,693 13,965
Adjustments for:
Depreciation of property,
plant and equipment 5,515 4,151 4,896 1,922 2811
Imputed interest income on
amounts due from related

companies (3,089) (2,463) (3,065) (1,277) (3,138)
Interest income (59) (43) (498) (179) (61)
Gain on de-registration of a

Non-consolidated Subsidiary 10(a) (120) — — — —
Loss on disposal of property,

plant and equipment 440 85 13 — 227
Amortisation of prepaid lease

payments 129 129 129 54 54
Discount on acquisition of

additional interest in a subsidiary ~ 10(b) — (300) — — —

Operating cash flow before movements

in working capital 11,917 15,581 19,254 12,213 13,858
Increase in inventories (73) (D) (63) (96) (21)
Decrease (increase) in trade and

other receivables 403 (311) (554) (997) 110
(Decrease) increase in trade and

other payables (1,290) 480 1,083 568 486

Cash flows generated from
operating activities 10,957 15,749 19,720 11,688 14,433
PRC Enterprise Income Tax paid (1,323) (2,760) (2,987) (1,807) (2,321)

Net cash generated from
operating activities 9,634 12,989 16,733 90,881 12,112
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CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
Notes RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Cash flows from investing activities
Interest received 59 43 498 179 61
Proceeds from disposal of
property, plant and equipment 123 464 643 127 682
Purchase of property,
plant and equipment (5,134) (4,414) (20,134) (2,546) (4,353)
Deposits paid for acquisition of
property, plant and equipment — — (24,740) (17,812) —
Distribution from de-registration of a
jointly controlled entity 17 500 — — — —
Advances due from related companies (5,882) — (30,246) (19,556) (13,818)
Repayments from related companies 1,601 24,048 14,618 — —
Net cash (used in) from investing
activities (8,733) 20,141 (59,361) (39,608) (17,428)
Cash flows from financing activities
Proceeds from capital injection — 86,000 — — —
Advances from related companies 5,881 600 6,000 — —
Repayments to related companies (1,748) (44,418) (9,565) (2,608) (6,000)
Consideration paid for acquisition of
additional interest of a subsidiary 10(b) — (6,100) — — —
Net cash from (used in)
financing activities 4,133 36,082 (3,565) (2,608) (6,000)
Net increase (decrease) in cash and
cash equivalents 5,034 69,212 (46,193) (32,335) (11,316)
Cash and cash equivalents at the
beginning of the year/period 5,721 10,755 79,967 79,967 33774
Cash and cash equivalents at the end
of the year/period,
representing bank balances and cash 10,755 79,967 33,774 47,632 22,458
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NOTES TO FINANCIAL INFORMATION

1.

GENERAL

Travel Investment was established in the PRC on 28 June 2007 as a limited liability company.
Travel Investment acts as an investment holding company. The details of the principal activities
of its subsidiaries consolidated in the Travel Investment Group Financial Information are

disclosed on the introductory section of this report.

On 30 November 2007, BEEH A H¥XBEAMR A H (Huandao Nanfang Industrial
Development Co., Ltd.) (“Huandao Nanfang”) paid up 100% of the registered capital of Travel
Investment of RMB50,000,000. Huandao Nanfang is a wholly-owned subsidiary of ' [2] i %
Ve S B A B/~ 7] (China Chengtong Holdings Group Limited) (“CCHG”). The directors of
Travel Investment regard Huandao Nanfang as its immediate holding company and CCHG as

ultimate holding company for the year ended 31 December 2008.

On 9 December 2009, CCHG paid-up additional registered capital of Travel Investment of
RMB86,000,000 and became a shareholder of Travel Investment, holding 63.24% of paid-
in registered capital of Travel Investment. On 27 July 2010, Huandao Nanfang disposed of its
entire shareholding in Travel Investment to W % 5 (% 8) /A 7] (China Huandao (Group)
Co.) (“Huandao Group”), which is wholly-owned by CCHG. The directors of Travel Investment
regard Huandao Nanfang and Huandao Group as its fellow subsidiaries and CCHG as its
ultimate holding company respectively for the two years ended 31 December 2009 and 2010 and
for the five months ended 31 May 2011.

The Travel Investment Group Financial Information is presented in Renminbi (“RMB”), which

is also functional currency of Travel Investment.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

The HKICPA has issued a number of new and revised Hong Kong Accounting Standards
(“HKAS”s) and HKFRSs, Amendments and Interpretations (“INT”) (hereinafter collectively
referred to as the “new HKFRSs”) which are effective for Travel Investment Group’s financial
period beginning on 1 January 2011. For the purposes of preparing and presenting Travel
Investment Group Financial Information for the Relevant Periods, Travel Investment Group
has adopted all HKFRSs applicable to financial year beginning on 1 January 2011 during the

Relevant Periods except as those specified in note 3 below.

— 61 —



APPENDIX II FINANCIAL INFORMATION OF
TRAVEL INVESTMENT AND ITS SUBSIDIARIES

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

Travel Investment Group has not early applied the following revised standards, amendments or

interpretations that have been issued but are not yet effective.

HKFRS 1 (Amendments) Severe hyperinflation and removal of fixed dates for
first-time adopter!

HKFRS 7 (Amendments) Disclosures - Transfers of financial assets !

HKFRS 9 Financial instruments 2

HKFRS 10 Consolidated financial statements 2

HKFRS 11 Joint arrangements 2

HKFRS 12 Disclosure of interests in other entities 2

HKFRS 13 Fair value measurement 2

HKAS 1 (Amendments) Presentation of items of other comprehensive income*

HKAS 12 (Amendments) Deferred tax: Recovery of underlying assets?

HKAS 19 (Revised 2011) Employee benefits”

HKAS 27 (Revised 2011) Separate financial statements?

HKAS 28 (Revised 2011) Investments in associates and joint ventures?

Effective for annual periods beginning on or after 1 July 2011.
Effective for annual periods beginning on or after 1 January 2013.
Effective for annual periods beginning on or after 1 January 2012.
Effective for annual periods beginning on or after 1 July 2012.

S

The new or revised standards in relation to consolidation, joint arrangements and disclosures,
namely HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (Revised 2011) and HKAS 28 (Revised
2011), were issued by the HKICPA in June 2011 and are effective for annual periods beginning
on or after 1 January 2013. Earlier application is permitted provided that all of these five new or

revised standards are applied early at the same time.

HKFRS 10 replaces the parts of HKAS 27 “Consolidated and separate financial statements”
that deal with consolidated financial statements. Under HKFRS 10, there is only one basis for
consolidation that is control. In addition, HKFRS 10 includes a new definition of control that
contains three elements: (a) power over an investee, (b) exposure, or rights, to variable returns
from its involvement with the investee, and (c) ability to use its power over the investee to
affect the amount of the investor’s returns. Extensive guidance has been added in HKFRS 10 to

deal with complex scenarios. Overall, the application of HKFRS 10 requires a lot of judgment.
The directors of Travel Investment anticipate that the application of these new and revised

standards, amendments or interpretations will have no material impact on the results and

financial position of Travel Investment Group.
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3. SIGNIFICANT ACCOUNTING POLICIES

The Travel Investment Group Financial Information has been prepared under the historical cost
basis in accordance with HKFRSs issued by the HKICPA except for the failure to consolidate
the financial information of the Non-consolidated Subsidiaries in accordance with HKAS 27 for
the year ended 31 December 2008 and 2009 and to account for the share of results of operations
and net assets of jointly controlled entity using equity method in accordance with HKAS 31
for the year ended 31 December 2008 because of no relevant financial information of the Non-
consolidated Subsidiaries and jointly controlled entity has been provided to us by the directors
of Travel Investment. In addition, Travel Investment Group Financial Information includes
applicable disclosures required by the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited and by the Hong Kong Companies Ordinance.

The principal accounting policies are set out below.

Basis of consolidation

The Travel Investment Group Financial Information incorporates the financial statements of
Travel Investment and entities controlled by Travel Investment (its subsidiaries), except for
those of the Non-consolidated subsidiaries. Control is achieved where Travel Investment has the
power to govern the financial and operating policies of an entity so as to obtain benefits from its

activities.

The results of subsidiaries acquired or disposed of during the Relevant Periods are included in
the consolidated statement of comprehensive income from the effective date of acquisition and
up to the effective date of disposal/de-registration, as appropriate, except for those of the Non-

consolidated subsidiaries.

All intra-group transactions, balances, income and expenses are eliminated in full on

consolidation.

Non-controlling interests in subsidiaries are presented separately from Travel Investment

Group’s equity therein.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

Allocation of total comprehensive income to non-controlling interests

Total comprehensive income and expense of a subsidiary is attributed to the owners of
Travel Investment Group and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance. Prior to 1 January 2010, losses applicable to the
non-controlling interests in excess of the non-controlling interests in the subsidiary’s equity
were allocated against interests of Travel Investment Group except to the extent that the non-
controlling interests had a binding obligation and were able to make an additional investment to

cover the losses.

Changes in Travel Investment Group’s ownership interests in existing subsidiaries

Changes in Travel Investment Group’s ownership interests in existing subsidiaries on or after 1

January 2010

Changes in Travel Investment Group’s ownership interests in subsidiaries that do not result
in Travel Investment Group losing control over the subsidiaries are accounted for as equity
transactions. The carrying amounts of Travel Investment Group’s interests and the non-
controlling interests are adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognised directly in equity

and attributed to owners of Travel Investment.

When Travel Investment Group loses control of a subsidiary, the profit or loss on disposal is
calculated as the difference between (i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary and any non-controlling interests.
Where certain assets of the subsidiary are measured at revalued amounts or fair values and
the related cumulative gain or loss has been recognised in other comprehensive income and
accumulated in equity, the amounts previously recognised in other comprehensive income and
accumulated in equity are accounted for as if Travel Investment Group had directly disposed of
the related assets (i.e. reclassified to profit or loss or transferred directly to retained earnings).
The fair value of any investment retained in the former subsidiary at the date when control is
lost is regarded as the fair value on initial recognition for subsequent accounting under HKAS
39 “Financial instruments: Recognition and measurement” or, when applicable, the cost on

initial recognition of an investment in an associate or a jointly controlled entity.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

Changes in Travel Investment Group’s ownership interests in existing subsidiaries prior to 1

January 2010

Increases in interests in existing subsidiaries were treated in the same manner as the acquisition
of subsidiaries, with goodwill or a bargain purchase gain being recognised where appropriate.
For decreases in interests in subsidiaries, regardless of whether the disposals would result
in Travel Investment Group losing control over the subsidiaries, the difference between the
consideration received and the attributable carrying amount of the non-controlling interests was

recognised in profit or loss.

Business combinations

Business combinations that took place on or after 1 January 2010

Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the
sum of the acquisition-date fair values of the assets transferred by Travel Investment Group,
liabilities incurred by Travel Investment Group to the former owners of the acquiree and the
equity interests issued by Travel Investment Group in exchange for control of the acquiree.

Acquisition-related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised

at their fair value at the acquisition date, except that:

. deferred tax assets or liabilities and liabilities or assets related to employee benefit
arrangements are recognised and measured in accordance with HKAS 12 “Income taxes”

and HKAS 19 “Employee benefits” respectively;

. liabilities or equity instruments related to share-based payment transactions of the
acquiree or the replacement of an acquiree’s share-based payment transactions with share-
based payment transactions of Travel Investment Group are measured in accordance with

HKFRS 2 “Share-based payment” at the acquisition date; and
. assets (or disposal groups) that are classified as held for sale in accordance with HKFRS

5 “Non-current assets held for sale and discontinued operations” are measured in

accordance with that Standard.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations (continued)

Goodwill is measured as the excess of the sum of the consideration transferred, the amount
of any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously
held equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. If, after re-assessment, the net of the
acquisition-date amounts of the identifiable assets acquired and liabilities assumed exceeds the
sum of the consideration transferred, the amount of any non-controlling interests in the acquiree
and the fair value of the acquirer’s previously held interest in the acquiree (if any), the excess is

recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to
a proportionate share of the entity’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling interests’ proportionate share of the
recognised amounts of the acquiree’s identifiable net assets. The choice of measurement basis is
made on a transaction-by-transaction basis. Other types of non-controlling interests are measured

at their fair value or another measurement basis required by another Standard.

Business combinations that took place prior to 1 January 2010

Acquisition of businesses was accounted for using the purchase method. The cost of the
acquisition was measured at the aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments issued by Travel Investment
Group in exchange for control of the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that
met the relevant conditions for recognition were generally recognised at their fair value at the

acquisition date.

Goodwill arising on acquisition was recognised as an asset and initially measured at cost,
being the excess of the cost of the acquisition over Travel Investment Group’s interest in the
recognised amounts of the identifiable assets, liabilities and contingent liabilities recognised. If,
after assessment, Travel Investment Group’s interest in the recognised amounts of the acquiree’s
identifiable assets, liabilities and contingent liabilities exceeded the cost of the acquisition, the

excess was recognised immediately in profit or loss.
The non-controlling interest in the acquiree was initially measured at the non-controlling

interest’s proportionate share of the recognised amounts of the assets, liabilities and contingent

liabilities of the acquiree.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in Non-consolidated Subsidiaries

Investments in Non-consolidated subsidiaries represents investments in ¥ 7 5 5 4 Hii 22 B 3¢
A PR/ 7 (Hainan Huandao Furuida Industrial Co. Ltd.) and ¥ 122 55 5% FE R TE A R
/N A (Haikou Cuidao Spa Resort Co. Ltd.), which are included in Travel Investment Group’s

consolidated statement of financial position at costs less any identified impairment losses.
Investment in a jointly controlled entity

Investment in a jointly controlled entity, — Ar AffE ¥ oH B {E A HE AR/ A (Sanya
Yalong Bay Zhonghuan Coastal Park Management Co. Ltd.) was included in Travel Investment
Group’s consolidated statement of financial position at cost less any identified impairment

losses.
Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods sold/services provided in the normal course of business, net of

discounts and returns.

Revenue from hotel accommodation is recognised upon the provision of the accommodation
services. Revenue from food and beverage sales and other ancillary services are recognised upon

the sales of goods and provision of services respectively.

Service income from provision of marine entertainment services is recognised when services are

provided.

Interest income from a financial asset is recognised when it is probable that the economic
benefits will flow to Travel Investment Group and the amount of revenue can be measured
reliably. Interest income from a financial asset is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the expected life of the financial asset to

that asset’s net carrying amount on initial recognition.



APPENDIX II FINANCIAL INFORMATION OF

TRAVEL INVESTMENT AND ITS SUBSIDIARIES

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year/period. Taxable profit differs
from profit as reported in the consolidated statement of comprehensive income because it
excludes items of income or expense that are taxable or deductible in other year/period, and
it further excludes the items of income or expense that are never taxable or deductible. Travel
Investment Group’s liability for current tax is calculated using tax rates that have been enacted

or substantively enacted at the end of the reporting period.

Deferred tax liabilities are recognised for taxable temporary differences associated with
investments in subsidiaries, except where Travel Investment Group is able to control the reversal
of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising from deductible temporary differences
associated with such investments and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against which to utilise the benefits of the

temporary differences and they are expected to reverse in the foreseeable future.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the consolidated statement of financial position and the corresponding tax bases
used in the computation of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and liabilities in a transaction that affects

neither the taxable profit nor the accounting profit.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available

to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset is realised, based on tax rate (and tax laws)

that have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that
would follow from the manner in which Travel Investment Group expects, at the end of the
reporting period, to recover or settle the carrying amount of its assets and liabilities. Deferred
tax is recognised in profit or loss, except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case the deferred tax is also recognised in

other comprehensive income or directly in equity respectively.

Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent accumulated depreciation and

accumulated impairment losses, if any.

Depreciation is provided to write off the cost of property, plant and equipment over their
estimated useful lives and after taking into account of their estimated residual value, using the

straight-line method.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising from the disposal or retirement of an item of property, plant and equipment is determined
as the difference between sales proceeds and the carrying amount of the asset and is recognised

in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment losses on assets

At the end of the reporting period, Travel Investment Group reviews the carrying amounts of its
assets to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its

recoverable amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no impairment loss been recognised for the

asset in prior years. A reversal of an impairment loss is recognised as income immediately.
Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the

weighted average method.
Financial instruments

Financial assets and financial liabilities are recognised on the consolidated statement of financial
position when a Travel Investment Group entity becomes a party to the contractual provisions
of the instrument. Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets or financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of the financial assets or financial

liabilities, as appropriate, on initial recognition.

Financial assets

Travel Investment Group’s financial assets are loans and receivables.
Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset
and of allocating interest income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset, or, where appropriate, a shorter

period to the net carrying amount on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. At the end of the reporting period subsequent to initial
recognition, loans and receivables including trade and other receivables, amounts due from
related companies and bank balances and cash are carried at amortised cost using the effective
interest method, less any identified impairment losses (see accounting policy on impairment of

financial assets below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are impaired where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of loans and receivables, the estimated future

cash flows of the loans and receivables have been affected.

Objective evidence of impairment could include significant financial difficulty of the issuer
or counterparty; or default or delinquency in interest or principal payments; or it becoming

probable that the borrower will enter bankruptcy or financial reorganisation.

An impairment loss is recognised in profit or loss when there is objective evidence that the
asset is impaired, and is measured as the difference between the asset’s carrying amount and the

present value of the estimated future cash flows discounted at the original effective interest rate.

If, in a subsequent period, the amount of impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is reversed does not exceed what the

amortised cost would have been had the impairment not been recognised.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade receivable is considered uncollectible,
it is written off against the allowance account. Subsequent recoveries of amounts previously

written off are credited to profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by Travel Investment Group entities are
classified according to the substance of the contractual arrangements entered into and the
definitions of a financial liability and an equity instrument. An equity instrument is any contract

that evidences a residual interest in the assets after deducting all of its liabilities.
Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial
liability and of allocating interest expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments through the expected life of the

financial liability, or, where appropriate, a shorter period.
Interest expense is recognised on an effective interest basis.
Financial liabilities

Financial liabilities including trade and other payables and amounts due to related companies

are subsequently measured at amortised cost, using the effective interest method.
Equity instruments

Equity instruments issued by Travel Investment are recorded at the proceeds received, net of

direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets expire
or, the financial assets are transferred and Travel Investment Group has transferred substantially
all the risks and rewards of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the sum of the consideration

received and receivable is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expires. The difference between the carrying amount of the financial

liability derecognised and the consideration paid and payable is recognised in profit or loss.

— 7
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leasing

Operating lease payments of land and buildings and marine use rights are recognised as an
expense on a straight-line basis over the lease term, except where another systematic basis is
more representative of the time pattern in which economic benefits from the leased asset are

consumed.

In the event that lease incentives are received to enter into operating leases, such incentives
are recognised as a liability. The aggregate benefit of incentives is recognised as a reduction
of rental expense on a straight-line basis, except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are

consumed.

Leasehold land and building

When a lease includes both land and building elements, Travel Investment Group assesses
the classification of each element as a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and rewards incidental to ownership of each
element have been transferred to Travel Investment Group. Specifically, the minimum lease
payments (including any lump-sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the leasehold interests in the land

element and building element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made reliably, interest in leasehold
land that is accounted for as an operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortised over the lease term on a straight-
line basis. When the lease payments cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease and accounted for as property,
plant and equipment, unless it is clear that both elements are operating leases, in which case the

entire lease is classified as an operating lease.

Retirement benefit schemes

Payments to state-managed retirement benefit schemes are charged as an expense when

employees have rendered service entitling them to the contributions.
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4.

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of Travel Investment Group’s accounting policies, which are described in note
3, the directors of Travel Investment are required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other

factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects

both current and future periods.

The following are key sources of estimation uncertainty at the end of reporting period, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year.

Allowances for doubtful debts

Travel Investment Group makes allowance for trade and other receivables and amounts due
from related companies based on an assessment of the recoverability of each receivable.
Allowance is applied to trade and other receivables and amounts due from related companies
where events or changes in circumstances indicate that the balances may not be collective. The
identification of allowance requires the use of judgment and estimates. When the expectation
on the recoverability of trade and other receivables and amounts due from related companies is
different from the original estimate, such difference will impact the carrying value of trade and
other receivables and amounts due from related companies and doubtful debt expenses in the

periods in which such estimate had been changed.
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4.

KEY SOURCES OF ESTIMATION UNCERTAINTY (continued)

Useful lives of property, plant and equipment

The directors of Travel Investment determine the estimated useful lives and related depreciation
charges for Travel Investment Group’s property, plant and equipment. This estimate is based on
the historical experience of the actual useful lives of property, plant and equipment of similar
nature and functions and on the assumption that the PRC government will continue to renew the
marine use right which was granted to a subsidiary and expired in December 2009 and under
which a significant portion of the Group’s property, plant and equipment are operating in the
respective sea area. The respective subsidiary has been operating within the sea area subject
to the extension of marine use right since the expiry of such marine use right in 2009. Travel
Investment Group has been undergoing negotiation with the PRC government on the extension
since then. The directors of Travel Investment are of the opinion that the relevant subsidiary
does not expect significant difficulties in getting from the PRC government an extension of
the marine use right period of sufficient span to support Travel Investment Group’s marine
entertainment services without incurring significant costs. Accordingly, the property, plant and
equipment are depreciated over their currently estimated useful lives on the assumption that the
marine use right period can be extended successfully and continually. The estimated useful lives
and related depreciation charges may change significantly if application of the extension of the
marine use right is rejected. The directors of Travel Investment will increase the depreciation
charges where useful lives are shorter than the currently estimated lives or it will write-off or

write-down the assets operating in association with the marine use right.

CAPITAL RISK MANAGEMENT

Travel Investment Group manages its capital to ensure that Travel Investment Group will be
able to continue as a going concern while maximising the return to equity owners of Travel

Investment through the optimisation of the equity balance.

The capital structure of Travel Investment Group consists of net debts, representing amounts
due to related companies net of cash and cash equivalents, and equity attributable to owners of

Travel Investment Group, comprising paid-in capital and reserves including retained profits.

The directors of Travel Investment review the capital structure on a regular basis. As part of this
review, the directors of Travel Investment consider the cost of capital and the risks associated
with each class of capital and will balance its overall capital structure through the payment of

dividends and new capital raising.



APPENDIX II FINANCIAL INFORMATION OF

TRAVEL INVESTMENT AND ITS SUBSIDIARIES

6.

FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Financial assets
Loans and receivables
(including cash and cash
equivalents) 57,487 138,305 88,997 94,527

Financial liabilities
Amortised cost 64,420 21,062 18,961 13,258

Financial risk management objectives and policies

Travel Investment Group’s major financial assets and liabilities include trade and other
receivables, amounts due from (to) related companies, bank balances and cash and trade
and other payables. The risks associated with these financial instruments and the policies
on how to mitigate credit risk, foreign currency risk and liquidity risk are set out below.
The directors of Travel Investment manage and monitor these exposures to ensure

appropriate measures are implemented on a timely and effective manner.

Credit risk

Travel Investment Group’s credit risk is primarily attributable to trade and other

receivables, and amounts due from related companies and bank balances.

In order to minimise the credit risk, the directors of Travel Investment have delegated a
team responsible for determination of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to recover overdue debts. In addition,
the directors of Travel Investment review the recoverable amount of each individual trade
debt at the end of the reporting period to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of Travel Investment consider that

Travel Investment Group’s credit risk is significantly reduced.
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6. FINANCIAL INSTRUMENTS (continued)

(b)

(o)

Financial risk management objectives and policies (continued)

The credit risk on liquid funds is limited because the counterparties are banks with high

credit ratings assigned by international credit-rating agencies.

Travel Investment Group has concentration of credit risk on several related parties
as at 31 December 2008, 31 December 2009, 31 December 2010 and 31 May 2011.
The directors of Travel Investment closely monitor the subsequent settlement of the
counterparties. In addition, amount due from the related parties as at 31 May 2011 are
undertaken by the intermediate holding company of the Company, China Chengtong
Hong Kong Company Limited (“CCHK”) for full settlement of these receivables in case
of that the related companies are not able to repay. In this regard the directors of Travel

Investment consider the credit risk is significantly reduced.

Foreign currency risk

Travel Investment Group collects all of its revenue in RMB and incurs all of the
expenditures as well as capital expenditures in RMB. The directors of Travel Investment
consider that Travel Investment Group has no exposures to any foreign currency exchange

risk.

Liquidity risk management

The directors of Travel Investment have built an appropriate liquidity risk management
framework for the management of Travel Investment Group’s short, medium and long-
term funding and liquidity management requirements. Travel Investment Group manages
liquidity risk by maintaining sufficient bank balances and by continuously monitoring

forecast and actual cash flows, and the maturity profile of financial liabilities.

At 31 December 2008, 2009 and 2010 and 31 May 2011, all Travel Investment Group’s
non-derivative financial liabilities are interest-free and their remaining contractual
maturities are on demand. The undiscounted cash flows of financial liabilities are the

same as their carrying amounts.

Fair value

The directors of Travel Investment consider that the carrying amounts of all financial
assets and financial liabilities recorded at amortised cost at the end of the reporting period

approximate their corresponding fair values.
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7. SEGMENT INFORMATION

Travel Investment Group is engaged in two reportable segments being provision of (i) hotel and
beverage services; and (ii) marine entertainment services for tourists. The directors of Travel
Investment being the chief operating decision maker reviewed the overall results of Travel
Investment Group for the purpose of result allocation and performance assessment. Travel
Investment Group principally operates in the PRC (country of domicile) with all of its results
derived from its operation in the PRC. Analysis of Travel Investment Group’s non-current assets

is not presented as they are all located in PRC.

All the segment revenue reported below is from external customers.

The following is an analysis of the Travel Investment Group’s revenue and assets by reportable

segments.

Segment revenue and results

For the year ended 31 December 2008

Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Turnover
Segment turnover 16,347 14,180 30,527
Result
Segment profit 6,145 917 7,062
Unallocated other income 3
Unallocated corporate expenses (1,173)
Imputed interest income on amounts
due from related companies 3,089
Gain on de-registration of
a Non-consolidated Subsidiary 120
Profit before taxation 9,101
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7.

SEGMENT INFORMATION (continued)

Segment revenue and results (continued)

For the year ended 31 December 2009

Turnover
Segment turnover

Result
Segment profit

Unallocated other income

Unallocated corporate expenses

Imputed interest income on amounts
due from related companies

Discount on acquisition of additional
interest in a subsidiary

Profit before taxation

For the year ended 31 December 2010

Turnover
Segment turnover

Result
Segment profit

Unallocated other income

Unallocated corporate expenses

Imputed interest income on amounts
due from related companies

Profit before taxation

Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
24,418 14,661 39,079
11,782 840 12,622
11
(1,374)
2,463
300
14,022
Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
29,429 14,002 43,431
15,235 379 15,614
368
(1,268)
3,065
17,779
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SEGMENT INFORMATION (continued)

Segment revenue and results (continued)

For the five months ended 31 May 2010 (Unaudited)

Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Turnover
Segment turnover 16,061 7,850 23911
Result
Segment profit 9,885 1,460 11,345
Unallocated other income 174
Unallocated corporate expenses (1,103)
Imputed interest income on amounts
due from related companies 1,277
Profit before taxation 11,693
For the five months ended 31 May 2011
Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Turnover
Segment turnover 18,158 8,703 26,861
Result
Segment profit 8,407 2,501 10,908
Unallocated other income 54
Unallocated corporate expenses (135)
Imputed interest income on amounts
due from related companies 3,138
Profit before taxation 13,965
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7.

SEGMENT INFORMATION (continued)

Segment revenue and results (continued)

The accounting policies of the reportable segments are the same as the Travel Investment
Group’s accounting policies described in note 3. Segment profit represents the profit earned
by each segment without allocation of central administration costs and directors’ salaries and
imputed interest income on amount due from related companies. This is the measure reported
to the chief operating decision maker for the purposes of resource allocation and performance

assessment.

Segment assets and liabilities

The following is an analysis of the Travel Investment Group’s assets and liabilities by reportable

segment:

As at 31 December 2008

Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment assets 54,856 34,074 88,930
Unallocated 40,987
Discounted value of amounts due
from related companies (2,463)
Consolidated assets 127,454
Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment liabilities 22,963 3,197 26,160
Unallocated 39,453
Consolidated liabilities 65,613
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7. SEGMENT INFORMATION (continued)

Segment assets and liabilities (continued)

As at 31 December 2009

Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment assets 42,827 28,114 70,941
Unallocated 104,037
Discounted value of due from
related companies (3,065)
Consolidated assets 171,913
Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment liabilities 9,245 2,590 11,835
Unallocated 10,065
Consolidated liabilities 21,900
As at 31 December 2010
Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment assets 58,055 26,896 84,951
Unallocated 79,995
Discounted value of due from
related companies (3,138)
Consolidated assets 161,808
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7. SEGMENT INFORMATION (continued)

Segment assets and liabilities (continued)

As at 31 December 2010 (continued)

Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment liabilities 10,748 2,606 13,354
Unallocated 6,501
Consolidated liabilities 19,855
As at 31 May 2011
Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment assets 67,314 29,127 96,441
Unallocated 71,497
Consolidated assets 167,938
Marine Hotel and
entertainment beverage
services services Total
RMB’000 RMB’000 RMB’000
Segment liabilities 11,299 2,377 13,676
Unallocated 524
Consolidated liabilities 14,200
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7.

SEGMENT INFORMATION (continued)

Segment assets and liabilities (continued)

For the purposes of monitoring segment performances and allocating resources between

segments:
. all assets are allocated to reportable segments other than investment in a Non-consolidated
Subsidiary, certain property, plant and equipment, amounts due from related companies,

bank balances and cash of Travel Investment.

. all liabilities are allocated to reportable segments other than trade and other payables and

amount due to related companies of Travel Investment.

. no assets or liabilities are used jointly by reportable segments.

Other segment information

Amounts included in the measure of segment results or segment assets:

For the year ended 31 December 2008

Marine Hotel and
entertainment beverage
services services Unallocated Total
RMB’000 RMB’000 RMB’000 RMB’000
Additions to non-current assets
excluding financial instruments 4,323 465 346 5,134
Loss on disposal of property,
plant and equipment (420) (20) — (440)
Depreciation of property, plant
and equipment (885) (4,618) (12) (5,515)
Amortisation of prepaid
lease payments — (129) — (129)
Gain on de-registration of
a Non-consolidated
Subsidiary — — 120 120
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7. SEGMENT INFORMATION (continued)

Other segment information (continued)

For the year ended 31 December 2009

Marine Hotel and
entertainment beverage
services services Unallocated Total
RMB’000 RMB’000 RMB’000 RMB’000
Additions to non-current assets
excluding financial instruments 3,266 72 1,076 4,414
Loss on disposal of property, plant
and equipment (44) (41) — (85)
Depreciation of property, plant and
equipment (1,208) (2,816) (127) (4,151)
Amortisation of prepaid
lease payments — (129) — (129)
Discount on acquisition of
additional interest in a subsidiary 300 — — 300

For the year ended 31 December 2010

Marine Hotel and

entertainment beverage
services services Unallocated Total
RMB’000 RMB’000 RMB’000 RMB’000

Additions to non-current assets
excluding financial instruments 44,096 394 384 44,874

Loss on disposal of property,

plant and equipment (13) — — (13)
Depreciation of property, plant

and equipment (1,990) (2,699) (207) (4,896)
Amortisation of prepaid

lease payments — (129) — (129)
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7. SEGMENT INFORMATION (continued)

Other segment information (continued)

For the five months period 31 May 2010 (Unaudited)

Marine Hotel and
entertainment beverage
services services Unallocated Total
RMB’000 RMB’000 RMB’000 RMB’000
Additions to non-current assets
excluding financial instruments 20,343 15 — 20,358

Depreciation of property, plant and
equipment (615) (1,220) (87) (1,922)
Amortisation of prepaid

lease payments — (54) — (54)

For the five months period 31 May 2011

Marine Hotel and
entertainment beverage
services services Unallocated Total
RMB’000 RMB’000 RMB’000 RMB’000
Additions to non-current assets
excluding financial instruments 4,348 5 — 4,353
Loss on disposal of property, plant
and equipment (227) — — (227)
Depreciation of property, plant
and equipment (1,938) (801) (72) (2,811)
Amortisation of prepaid
lease payments — (54) — (54)
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8.

TURNOVER

Travel Investment Group is mainly engaged in the hotel operation and provision of marine

entertainment services in the Hainan province of the PRC.

Year ended 31 December

Five months
ended 31 May

2008 2009 2010 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Marine entertainment
services income 16,236 24,206 29,174 15,913 18,031
Hotel services income 6,096 6,615 6,622 4,115 4,360
Beverage services income 5,913 5,692 4,999 2,686 3,252
Sales of goods 273 319 401 178 222
Other ancillary income 2,009 2,247 2,235 1,019 996
30,527 39,079 43,431 23,911 26,861

DIRECTORS’ REMUNERATION AND EMPLOYEES’ EMOLUMENTS

Directors’ remuneration

For the year ended 31 December 2008

The remuneration paid or payable to the 5 directors of Travel Investment was as follows:

AR

5 G

RMB’000 RMB’000

WA AR ETHK Total
RMB’000 RMB’000 RMB’000 RMB’000

Fees — — — — —
Salaries — — 661 — 661
Allowance — — 4 — 4
Pension — — — — —
Total emoluments — — 665 — 665
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9.

DIRECTORS’ REMUNERATION AND EMPLOYEES’ EMOLUMENTS (continued)

Directors’ remuneration (continued)

For the year ended 31 December 2009

The remuneration paid or payable to the 5 directors of Travel Investment was as follows:

RAM O WBEL VREUN RAR HETH Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Fees — — — — — —
Salaries — — — 266 — 266
Allowance — — — 4 — 4
Pension — — — — — —
Total emoluments — — — 270 — 270
For the year ended 31 December 2010
The remuneration paid or payable to the 8 directors of Travel Investment was as follows:
A BEDL O OWMM RAR BT BXE ABYF 2 Total
RMB'000 RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB’000
Fees — — — — — — — — —
Salaries — — — — — — 215 — 215
Allowance — — — 4 — — 4 — 8
Pension — — — 20 — — 23 — 43
Total emoluments — — — 24 — — 242 — 266
For the five months ended 31 May 2010 (Unaudited)
The remuneration paid or payable to the 8 directors of Travel Investment was as follows:
RAR O BEL O OWAR RAR ETH BXE  AHY 2 Total
RMB’000 RMB’000 RMB'000 RMB000 RMB’000 RMB'000 RMB000 RMB’000 RMB’000
Fees — — — — — — — — —
Salaries — — — — — — 140 — 140
Allowance — — — 2 — — 2 — 4
Pension — — — 8 — — 9 — 17
Total emoluments — — — 10 — — 151 — 161
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9. DIRECTORS’ REMUNERATION AND EMPLOYEES’ EMOLUMENTS (continued)

Directors’ remuneration (continued)

For the five months ended 31 May 2011

The remuneration paid or payable to the 5 directors of Travel Investment was as follows:

Fees
Salaries
Allowance
Pension

Total emoluments

wHE O BRE  &HYT = RAR Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’ 000

— — 95 — — 95
_ — 1 — — 1
— — 96 — — 96

During the Relevant Periods, no remuneration was paid by Travel Investment Group to the

directors of Travel Investment as an inducement to join or upon joining Travel Investment

Group or as compensation for loss of office. None of the directors of Travel Investment has

waived any remuneration during the Relevant Periods.

Employees’ emoluments

The five highest paid individuals included one director of Travel Investment for each of the
three years ended 31 December 2008, 2009 and 2010 and the five months ended 31 May 2010
and 2011. The emoluments of the remaining four individuals for each of the three years ended
31 December 2008, 2009 and 2010 and the five months ended 31 May 2010 and 2011, which
were individually less than HK$1,000,000, were as follows:

Salaries and other benefits
Contributions to retirement

benefit scheme

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
378 543 765 334 227
29 33 47 21 24
407 576 812 355 251

During the Relevant Periods, no emoluments were paid by Travel Investment to the five highest

paid individuals as an inducement to join or upon joining Travel Investment.
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10. OTHER INCOME

Gain on de-registration of
a Non-consolidated
Subsidiary (Note (a))

Imputed interest income
on amounts due
from related companies

Bank interest income

Discount on acquisition
of additional interest
in a subsidiary (Note (b))

Others

Notes:

Five months

Year ended 31 December ended 31 May

2008 2009 2010 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

120 — — — —

3,089 2,463 3,065 1,277 3,138

59 43 498 179 61

— 300 — — —

5 5 146 25 41

3,273 2,811 3,709 1,481 3,240

(a) During the year ended 31 December 2008, a Non-consolidated subsidiary 75 % 5 RmEEH E AR
/3] (Hainan Huandao Furuida Industrial Co. Ltd.) was deregistered. Upon the completion of the de-

registration, a gain on de-registration of a Non-consolidated Subsidiary of approximately RMB120,000

was recognised in profit or loss.

(b) Travel Investment Group acquired additional 20% equity interest in Underwater World in 2009 at a
consideration of RMB6,100,000 and Underwater World became a wholly-owned subsidiary since then.
Discount on acquisition of additional interest in a subsidiary of approximately RMB300,000 was credited
to consolidated statement of comprehensive income, representing the difference in the carrying amount
of the non-controlling interests of RMB6,400,000 and the consideration of paid by Travel Investment

Group at the date of acquisition.

11. INCOME TAX EXPENSE

Current tax - PRC

Enterprise Income Tax

Five months

Year ended 31 December ended 31 May

2008 2009 2010 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

1,163 2,385 3,424 2,204 2,180
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11.

INCOME TAX EXPENSE (continued)

On 16 March 2007, the PRC promulgated the Law of the PRC on Enterprise Income Tax (the
“New Law”) by Order No. 63 of the President of the PRC. On 6 December 2007, the State
Council of the PRC issued Implementation Regulation of the New Law. Under the New Law

and Implementation Regulation, the Enterprise Income Tax rate of two subsidiaries of Travel

Investment Group which were entitled to preferential tax rates in prior years was increased from

18% to 25% gradually by 2012. Other entities of Travel Investment Group are subject to 25%

under the New Law and Implementation of regulation of the New Law.

Statement of reconciliation of taxation is as follows:

Year ended 31 December

Five months
ended 31 May

2008 2009 2010 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Profit before taxation 9,101 14,022 17,779 11,693 13,965
Tax at EIT rate of
(2008: 18%, 2009: 20%,
2010: 22% and 2011: 24%) 1,638 2,804 3,911 2,572 3,352
Tax effect of expenses
not deductible
for tax purpose 58 67 130 23 140
Tax effect of income not taxable
for tax purpose (556) (555) (699) (281) (754)
Tax effect of utilisation of tax
losses previously not recognised (209) (229) (113) (321) (599)
Tax effect of tax losses
not recognised 69 149 136 144 34
Effects of different tax
rates of subsidiaries 163 149 59 67 7
Income tax expense 1,163 2,385 3,424 2,204 2,180
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11. INCOME TAX EXPENSE (continued)

Tax losses to be expired in:

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

— 2012 4,144 3,004 2,489 —
— 2013 385 385 385 385
— 2014 — 739 739 739
— 2015 — — 621 621
— 2016 — — — 136

4,529 4,128 4,234 1,881

The Travel Investment Group has unused tax losses of approximately RMB4,529,000,
RMB4,128,000, RMB4,234,000 as at 31 December 2008, 2009 and 2010 respectively and
RMB1,881,000 as at 31 May 2011 available for offset against future profits. No deferred tax asset

has been recognised for the Relevant Periods due to the unpredictability of future profit streams.

12. PROFIT FOR THE YEAR/PERIOD

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Profit for the year/period has been
arrived at after charging:
Directors’ emoluments (note 9) 065 270 266 47 96
Staff’s retirement benefit scheme
contributions 30 249 279 94 158
Other staff costs 5,449 7,980 8,522 3,816 4,379
Total staff costs 6,144 8,499 9,067 3,957 4,633
Depreciation on property,
plant and equipment 5,515 4,151 4,896 1,922 2,811
Amortisation of prepaid lease payments 129 129 129 54 54
Loss on disposal of property,
plant and equipment 440 85 13 — 227

— 9
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12. PROFIT FOR THE YEAR/PERIOD (continued)

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Operating lease rentals in respect of
— land and buildings 595 569 595 175 193
— marine use rights 159 238 196 82 103
754 807 791 257 296
and after crediting:
Bank interest income 59 43 498 179 61
Imputed interest income on amounts
due from related companies 3,089 2,463 3,065 1,277 3,138
Total interest income 3,148 2,506 3,563 1,456 3,199
Discount on acquisition of additional
interest in a subsidiary — 300 — — —

13. EARNINGS PER SHARE

No earnings per share information is presented as its inclusion, for the purpose of this report, is

not considered meaningful.

14. DIVIDEND

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Dividend declared and paid
during the year/period — — 19,277 — —

Travel Investment declared and paid a final dividend of RMB19,277,000 for 2009 during the
year ended 31 December 2010.
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15. PROPERTY, PLANT AND EQUIPMENT

Furniture,
fixtures Vehicles Water
Hotel and and facility
buildings equipment vessels equipment Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

COST

At 1 January 2008 25,478 10,714 13,788 905 50,885
Additions 80 401 4,640 13 5,134
Disposals — (55) (3,139) (299) (3,493)
At 31 December 2008 25,558 11,060 15,289 619 52,526
Additions 270 92 2,941 1,111 4,414
Disposals — (738) (891) (322) (1,951)
At 31 December 2009 25,828 10,414 17,339 1,408 54,989
Additions — 43 2,461 17,630 20,134
Disposals — 274) (678) — (952)
At 31 December 2010 25,828 10,183 19,122 19,038 74,171
Additions — 787 17,061 1,099 18,947
Disposals — — (8,820) — (8,820)
At 31 May 2011 25,828 10,970 27,363 20,137 84,298
ACCUMULATED

DEPRECIATION

At 1 January 2008 5,431 4,985 10,661 409 21,486
Provided for the year 1,989 752 2,670 104 5,515
Eliminated on disposals — (54) (2,762) (114) (2,930)
At 31 December 2008 7,420 5,683 10,569 399 24,071
Provided for the year 1,995 763 1,267 126 4,151
Eliminated on disposals — (310) (802) (290) (1,402)
At 31 December 2009 9,415 6,136 11,034 235 26,820
Provided for the year 1,920 737 1,627 612 4,896
Eliminated on disposals — 4) (292) — (296)
At 31 December 2010 11,335 6,869 12,369 847 31,420
Provided for the period 401 375 1,195 840 2,811
Eliminated on disposals — — (7,911) — (7,911)
At 31 May 2011 11,736 7,244 5,653 1,687 26,320
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15.

PROPERTY, PLANT AND EQUIPMENT (continued)

Furniture,
fixtures  Vehicles Water
Hotel and and facility
buildings equipment vessels equipment Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

CARRYING VALUES

At 31 December 2008 18,138 5,377 4,720 220 28,455
At 31 December 2009 16,413 4,278 6,305 1,173 28,169
At 31 December 2010 14,493 3,314 6,753 18,191 42,751
At 31 May 2011 14,092 3,726 21,710 18,450 57,978

Depreciation is provided to write off the cost of items of property, plant and equipment over
their estimated useful lives and after taking into account of their estimated residual values, using

the straight-line method, at the following rates per annum:

Hotel buildings 10%
Furniture, fixtures and equipment 10%-20%
Vehicles and vessels 10%-20%
Water facility equipment 6.67%-20%
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16.

PREPAID LEASE PAYMENTS

As at
As at 31 December 31 May
2008 2009 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000
Total prepaid lease payments:
Medium-term leasehold land in PRC 4,270 4,141 4,012 3,958
Less: Amount to be amortised within
one year classified under
current assets (129) (129) (129) (129)
4,141 4,012 3,883 3,829
Movements of prepaid lease payments are as follows:
As at
As at 31 December 31 May
2008 2009 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000
CARRYING VALUE
At 1 January 4,399 4,270 4,141 4,012
Expense for the year/period (129) (129) (129) (54)
At 31 December 4,270 4,141 4,012 3,958

The lease term over which the prepaid lease payments are amortised is 45 years.
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17.

18.

INVESTMENT IN A JOINTLY CONTROLLED ENTITY

During the year ended 31 December 2008, Travel Investment Group’s 50% owned jointly
controlled entity, — Afan EHE T RIE I A FEE M AR AF (Sanya Yalong Bay Zhonghuan
Coastal Park Management Co. Ltd.), a PRC company with paid-in capital of RMB1,000,000
was de-registered with a distribution of RMB500,000. = 5 i HE i 55 18 g N [ 45 P A
FRZ>H] (Sanya Yalong Bay Zhonghuan Coastal Park Management Co. Ltd.) was engaged in
property development before the de-registration. Investment in — Af Af §g ¥ H 5 V& g A [/ 4
HA PR F] (Sanya Yalong Bay Zhonghuan Coastal Park Management Co. Ltd.) was carried at
cost less accumulated impairment losses, before the de-registration, with a carrying amount of
RMB500,000. No gain or loss was recognised on de-registration of the jointly controlled entity.

For the year ended 31 December 2008, Travel Investment Group has not accounted for its share
of results of operation and net assets of its jointly controlled entity using the equity method
up to the date of de-registration in accordance with HKAS 31 because the relevant financial
information of the jointly controlled entity is not available to Travel Investment Group.

INVESTMENT IN A NON-CONSOLIDATED SUBSIDIARY

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Non-consolidated Subsidiary
— at cost 36,000 — — —

Details of Non-consolidated Subsidiary as at 31 December 2008 and 2009 are as follows:

Proportion of paid-in

Place of Paid-in capital held by Travel
Name of subsidiary registration capital Investment Group Principal activities
RMB 2008 2009
N3 SRR |RIEE  PRC 36,000,000 100% N/A Suspended operation
AR H in property development

(Haikou Cuidao Spa
Resort Co. Ltd.)

In addition, ¥/ F S E £ H %A R/A A (Hainan Huandao Furuida Industrial Co. Ltd.)
was acquired by Travel Investment Group as a wholly-owned subsidiary in 2008 and was
deregistered in 2008. Upon the completion of the de-registration, a gain on de-registration of a
Non-consolidated Subsidiary of approximately RMB120,000 was recognised in profit or loss.

The financial information of the Non-consolidated Subsidiary was not consolidated in
accordance with HKAS 27 for the year ended 31 December 2008 and 2009 due to non-

availability of its relevant financial information.
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18.

19.

20.

21.

INVESTMENT IN A NON-CONSOLIDATED SUBSIDIARY (continued)

During the year ended 31 December 2009, Travel Investment Group disposed of its entire
interest in VA 1 22 &5 il 5% BB 5 A PR A 7] (Haikou Cuidao Spa Resort Co. Ltd.) to a fellow
subsidiary, Huandao Nanfang at a consideration of RMB36,000,000, which was the carrying
amount of investment in ¥ 738 I 1 5% B R 15 A FR A A (Haikou Cuidao Spa Resort Co.

Ltd.) at the date of disposal. No gain or loss was recognised to profit or loss upon the disposal.
DEPOSITS FOR ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT

The balances represented the deposits for acquisition of vehicles and vessels and water facility
equipment. During the period ended 31 May 2011, approximately RMB14,594,000 has been

transferred to property, plant and equipment.

INVENTORIES
As at
As at 31 December 31 May
2008 2009 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000
Finished goods 1,242 1,243 1,306 1,327

TRADE AND OTHER RECEIVABLES

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables 128 253 244 289
Less: Allowance for doubtful debts (39) (39) (39) (39)

89 214 205 250
Other receivables 262 448 1,011 856
Total trade and other receivables 351 662 1,216 1,106

The Travel Investment Group’s provision of hotel rooms, beverages and marine entertainment
services are generally on a cash basis. Few customers are also granted with a credit period of 60

days.
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21.

TRADE AND OTHER RECEIVABLES (continued)

The following is an aged analysis of trade receivables based on the invoice date, net of

allowance for doubtful debts:

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

0 to 60 days 89 214 205 250

Before accepting any new customer, Travel Investment Group will assess the potential
customer’s credit quality and defines credit limits by customer. Limits attributed to customers

are reviewed annually.

In determining the recoverability of the trade receivables, Travel Investment Group considers
any change in the credit quality of the trade receivables from the date credit was initially
granted up to the reporting date. The directors of Travel Investment believe that there is no

further provision required in excess of the allowance for doubtful debts.

As at 31 December 2008, 2009 and 2010 and 31 May 2011, trade receivables of approximately
RMBE89,000, RMB214,000, RMB205,000 and RMB250,000 respectively were neither past due

nor impaired.

As at 31 December 2008, 2009 and 2010 and 31 May 2011, no trade receivables was past due
but not provided.

Movement in the allowance for doubtful debts

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Balance at beginning of
the year/period 39 39 39 39

Other receivables

Other receivables comprise prepayments and deposits paid to suppliers and they are unsecured,
interest-free and recoverable within one year. All balances are neither past due nor impaired as
at 31 December 2008, 2009 and 2010 and 31 May 2011.
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22,

23.

AMOUNTS DUE FROM RELATED COMPANIES

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Amounts due from
fellow subsidiaries 5,311 57,731 54,009 70,965
Amount due from immediate

holding company 41,070 — — —
46,381 57,731 54,009 70,965

Less: Amounts to be settled within
twelve months — — — (70,965)
46,381 57,731 54,009 —

Amounts due from fellow subsidiaries and immediate holding company are non-trade nature.
The balances are interest-free, repayable on demand and unsecured. The balances as at 31 May
2011 are undertaken by CCHK for full settlement of these receivables in case of that the related
companies are not able to repay. In the opinion of directors of Travel Investment, the amounts

are repayable within the next twelve months.

BANK BALANCES AND CASH

Bank balances and cash comprise short-term bank deposits at prevailing market rates.
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24,

25.

TRADE AND OTHER PAYABLES

As at 31 December 2008, 2009 and 2010 and 31 May 2011, included in trade and other payables
are trade payables of approximately RMB5,578,000, RMB6,058,000 and RMB7,141,000 and
RMB7,627,000 respectively. The following is an aged analysis of trade payables based on the

invoice date:

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

0-60 days 815 914 824 1,671
61-180 days 27 75 2,702 307
181-365 days 39 547 1,770 2,872
Over 365 days 4,697 4,522 1,845 2,771

5,578 6,058 7,141 7,627

The credit period on purchases of goods is 60 days. Travel Investment Group has financial risk

management policies in place to ensure that all payables within the credit timeframe.

AMOUNTS DUE TO RELATED COMPANIES

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Amounts due to fellow subsidiaries 58,495 15,449 11,884 5,884

Amount due to immediate
holding company 772 — — —
59,267 15,449 11,884 5,884

Amounts due to fellow subsidiaries and immediate holding company are non-trade nature and

are interest-free, repayable on demand and unsecured.
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26.

27.

28.

PAID-IN CAPITAL

Travel Investment was established on 28 June 2007 with a registered capital of RMB50,000,000.
On 9 December 2009, additional capital injection of RMB86,000,000 were made by CCHG.
There was no movement in paid-in capital during the year ended 31 December 2010 and the
five months ended 31 May 2011.

OPERATING LEASE COMMITMENTS

At the end of each reporting period, Travel Investment Group had commitments for future
minimum lease payments under non-cancellable operating leases for rented premises which fall

due as follows:

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Travel Investment Group as lessee

Within one year 565 560 393 399
In the second to fifth years inclusive 1,700 1,503 1,472 1,460
Over five years 1,530 1,170 810 660

3,795 3,233 2,675 2,519

Leases are mainly negotiated and fixed for a lease term of two to six years during the Relevant

Periods.

CAPITAL COMMITMENTS

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Capital expenditure in respect of
acquisition of property, plant and
equipment contracted for but not
provided in the Travel Investment
Group Financial Information — — 3,165 1,583
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29.

30.

31.

RETIREMENT BENEFITS SCHEMES

The PRC employees of Travel Investment Group are members of a state-managed retirement
benefit scheme operated by the local government. Travel Investment Group is required to
contribute a certain percentage of their payroll costs to the retirement benefit scheme to fund the
benefits. The only obligation of Travel Investment Group with respect to the retirement benefit

scheme is to make the specified contributions.

During each of the years ended 31 December 2008, 2009 and 2010 and the five months ended
31 May 2010 and 2011, Travel Investment Group made total contributions to the retirement
benefit schemes approximately of RMB30,000, RMB249,000, RMB279,000, RMB94,000
(unaudited) and RMB158,000 respectively.

MAJOR NON-CASH TRANSACTIONS

(1) During the year ended 31 December 2008, ¥ rd % W FiE H 2 A PR/ (Hainan
Huandao Furuida Industrial Co. Ltd.) was acquired at RMB10,762,000 from fellow
subsidiaries and deregistered. Upon the completion of de-registration, a gain on de-
registration of a Non-consolidated Subsidiary of approximately RMB120,000 was recognised
in profit or loss for the year ended 31 December 2008. Distributions from the de-registration
of RMB10,882,000 were settled through current accounts with the fellow subsidiaries.

(2) During the year ended 31 December 2009, Travel Investment disposed of its entire
interest in A I 22 B i % FEBGE I A PR A ] (Haikou Cuidao Spa Resort Co. Ltd.) to
a fellow subsidiary at a consideration of RMB36,000,000, which was settled through the
current account with a fellow subsidiary.

(3) Dividend paid to the equity owners of Travel Investment was settled through the current

account with a fellow subsidiary during the year ended 31 December 2010.
RELATED PARTY TRANSACTIONS

In addition to the amounts due from (to) related companies disclosed in notes 22 and 25, Travel

Investment Group had entered into related party transactions disclosed in note 30.
Transactions and balances with other government-related entities

Travel Investment Group itself is part of a larger group of companies controlled by CCHG
(CCHG and its subsidiaries are referred to as the “CCHG Group”) which is a stated-owned
enterprise under the direct supervision of the State Council of the PRC. The directors of
Travel Investment consider that Travel Investment is ultimately controlled by the government
of PRC and the Travel Investment Group operates in an economic environment currently
predenominated by entities controlled, jointly controlled or significantly influenced by the PRC

government (“government-related entities”).
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31.

(B)

©

RELATED PARTY TRANSACTIONS (continued)
Transactions and balances with other government-related entities (continued)

Apart from transactions with CCHG Group, the Travel Investment Group has deposits
placements with certain banks and financial institutions which are government-related entities in
its ordinary course of business. In view of the nature of those banking transactions, the directors

of Travel Investment are of the opinion that separate disclosure would not be meaningful.

Compensation of key management personnel

Remuneration paid for key management personnel represent those for the directors of Travel

Investment as disclosed in note 9.

SUBSEQUENT EVENTS

The Company entered into an agreement dated 27 July 2011 and a supplemental agreement
dated 29 August 2011 with CCHK and CCHG. CCHK and CCHG will undertake a series of
reorganisations. Pursuant to the reorganisation, Huandao Nanfang transferred its entire interest
in S 41T (Hainan Huandao Gold Co.) (“Huandao Gold”) to Travel Investment.
Upon completion of the transfer, Huandao Gold became a wholly-owned subsidiary of Travel

Investment.

Pursuant to these agreements, the Company has conditionally agreed to acquire the entire issued
capital of Travel Investment and Huandao Gold. The major terms of acquisition agreement
are set out in the Company’s announcements dated 27 July 2011 and 29 August 2011. Upon
completion of the acquisition, Travel Investment Group will become subsidiaries of the

Company.
SUBSEQUENT FINANCIAL STATEMENTS
No audited financial statements have been prepared by Travel Investment Group, in respect of
any period subsequent to 31 May 2011.
Yours faithfully,
Deloitte Touche Tohmatsu

Certified Public Accountants
Hong Kong
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The following is the text of a report on Huandao Gold, prepared for each of the three years ended 31
December 2010 and the five months ended 31 May 2011 for the purpose of inclusion in this circular,
received from the independent reporting accountants, Deloitte Touche Tohmatsu. A copy of the

following accountants’ report is available for inspection.

Deloi
e o I tte [} =8 BERS ST Deloitte Touche Tohmatsu

HR BB 35/F One Pacific Place

IE A& ES—E351E 88 Queensway
1' = Hong Kong

30 September 2011

The Directors

China Chengtong Development Group Limited
Dear Sirs,

We set out below our report on the financial information relating to ¥ f % 5 417 (Hainan Huandao
Gold Co.) (“Huandao Gold”) for each of the three years ended 31 December 2010 and the five
months ended 31 May 2011 (the “Relevant Periods”) (the “Huandao Gold Financial Information™) for
inclusion in the circular issued by China Chengtong Development Group Limited (the “Company”)
dated 30 September 2011 (the “Circular”) in connection with the proposed acquisition of the entire
issued capital of VR T R ST E R A E A PR A A (Hainan Huandao Hotel Travel Investment Co.,
Ltd.) (“Travel Investment”) by the Company. Upon completion of a series of reorganisations, Huandao

Gold will become a wholly-owned subsidiary of Travel Investment.

Huandao Gold was established in the People’s Republic of China (the “PRC”) on 13 March 1989 as a
state-owned enterprise. It is principally engaged in sales of goods and provision of services in relation

to consignment sales of goods in gold and silver, other jewellery, arts and crafts.

Huandao Gold adopts 31 December as the financial year end date. The PRC statutory financial
statements of Huandao Gold for each of the three years ended 31 December 2010 were audited by #
T RE G TR 3% T A BR 3511 /A 7] (Reanda Certified Public Accountants), certified public accountants
registered in the PRC. The PRC statutory financial statements for the each of the three years ended
31 December 2010 were prepared in accordance with the relevant accounting principles and financial

regulations applicable to PRC enterprises.
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For the purpose of the preparation of this report, the management of Huandao Gold has prepared the
management accounts for the Relevant Periods in accordance with accounting policies set out in note 3
to this report which conform with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) (the “Underlying Management Accounts”).
We have carried out independent audit procedures we consider necessary in respect of the Underlying
Management Accounts of Huandao Gold for the Relevant Periods in accordance with Hong Kong
Standards on Auditing issued by the HKICPA and examined the Underlying Management Accounts for
the Relevant Periods in accordance with the Auditing Guideline 3.340 “Prospectuses and the Reporting
Accountant” as recommended by the HKICPA.

The Huandao Gold Financial Information for the Relevant Periods set out in this report has been
prepared based on the Underlying Management Accounts without making any adjustments for the

purpose of inclusion in the Circular.

The management of Huandao Gold is responsible for preparing the Underlying Management Accounts.
The directors of the Company are responsible for the contents of the Circular in which this report is
included. It is our responsibility to compile the Huandao Gold Financial Information set out in this
report from the Underlying Management Accounts, to form an independent opinion on the Huandao

Gold Financial Information and to report our opinion to you.

In our opinion, the Huandao Gold Financial Information together with the notes thereon gives, for the
purpose of this report, a true and fair view of the state of affairs of Huandao Gold as at 31 December
2008, 2009 and 2010 and 31 May 2011, and of its losses and cash flows for the Relevant Periods.

The comparative statement of comprehensive income, statement of changes in equity and statement of
cash flows of Huandao Gold for the five months ended 31 May 2010 together with the notes thereon
(the “May 2010 Financial Information”) have been extracted from Huandao Gold’s unaudited financial
information for the same period which was prepared by the management of Huandao Gold solely
for the purpose of this report. We have reviewed the May 2010 Financial Information in accordance
with Hong Kong Standard on Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the HKICPA. Our review of the May
2010 Financial Information consists of making enquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we could become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion on the
May 2010 Financial Information. Based on our review, nothing has come to our attention that causes
us to believe that the May 2010 Financial Information is not prepared, in all material respects, in
accordance with the accounting policies consistent with those used in the preparation of the Huandao
Gold Financial Information which confirm with HKFRSs.
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(A) FINANCIAL INFORMATION

STATEMENTS OF COMPREHENSIVE INCOME

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
Notes RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Turnover 7 42 44 51 23 19
Cost of sales 5) 3) (1) (1 (1)
Gross profit 37 41 50 22 18
Other income 1 1 1 — —
Selling expenses (67) (72) (66) — (15)
Administrative expenses 97) (94) (112) 77) (79)
Loss and total
comprehensive
expenses for the year/
period 9 (126) (124) (127) (55) (76)

— 107 —



APPENDIX III FINANCIAL INFORMATION OF HUANDAO GOLD

STATEMENTS OF FINANCIAL POSITION

As at
As at 31 December 31 May
2008 2009 2010 2011

Notes RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets
Property, plant and equipment 10 1 1 1 3

Interest in an associate 11 — — — _

Current assets

Inventories 12 1,002 1,000 999 998
Other receivables 13 1 1 — —
Bank balances and cash 14 53 25 20 41

1,056 1,026 1,019 1,039

Current liabilities

Trade and other payables 15 6 8 7 12
Amounts due to related companies 16 170 262 383 476
176 270 390 488

Net current assets 880 756 629 551
881 757 630 554

Capital and reserves

Paid-in capital 17 5,000 5,000 5,000 5,000
Accumulated losses (4,119) (4,243) (4,370) (4,446)
Total equity 881 757 630 554
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STATEMENTS OF CHANGES IN EQUITY

Paid-in Accumulated
capital losses Total
RMB’000 RMB’000 RMB’000

At 1 January 2008 5,000 (3,993) 1,007
Loss and total comprehensive

expense for the year — (126) (126)
At 31 December 2008 5,000 (4,119) 881
Loss and total comprehensive

expense for the year — (124) (124)
At 31 December 2009 5,000 (4,243) 757
Loss and total comprehensive

expense for the year — (127) (127)
At 31 December 2010 5,000 (4,370) 630
Loss and total comprehensive

expense for the period — (76) (76)
At 31 May 2011 5,000 (4,446) 554
At 1 January 2010 5,000 (4,243) 757
Loss and total comprehensive

expense for the period — (55) (55)
At 31 May 2010 (Unaudited) 5,000 (4,298) 702
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STATEMENT OF CASH FLOWS

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Operating activities
Loss for the year/period (126) (124) (127) (55) (76)
Adjustments for:
Depreciation of property,
plant and equipment — — — — 1
Interest income ) (1 1) — —

Operating cash flow before

movements in working capital (127) (125) (128) (55) (75)
Decrease in inventories 6 2 | 1 1
Decrease in other receivables 2 — 1 — —
Increase (decrease) in trade and

other payables 2 2 ) 31 5
Increase (decrease) in amount due

to a related company 60 25 (79) (18) 2
Net cash used in operating activities (57) (96) (206) 41) (67)

Investing activities
Purchase of property, plant and
equipment — — — — (3)
Interest received 1 1 1 — —

Net cash from (used in)
investing activities 1 1 1 — 3)

Cash from a financing activity
Advances from related companies 100 67 200 32 91

Net increase (decrease) in cash and

cash equivalents 44 (28) 5) ) 21
Cash and cash equivalents at the
beginning of the year/period 9 53 25 25 20

Cash and cash equivalents at the end
of the year/period, representing bank
balances and cash 53 25 20 16 41
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NOTES TO FINANCIAL INFORMATION
1. GENERAL

Huandao Gold was established in the PRC on 13 March 1989 as a state-owned enterprise.
It is principally engaged in sales of goods and provision of services in relation to
consignment sales of goods in gold and silver, other jewellery, arts and crafts. Its
immediate holding company, % K5 Fg 77 B 3£ %% J& 5 fR /A A (Huandao Nanfang Industrial
Development Co., Ltd.) (“Huandao Nanfang”), is a company established in the PRC
and is wholly-owned by "% 5 (% @)/AF (China Huandao (Group) Co.). The
ultimate holding company of Huandao Gold is China Chengtong Holdings Group Limited
(“CCHG”).

The Huandao Gold Financial Information is presented in Renminbi (“RMB”), which is

also functional currency of Huandao Gold.

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

The HKICPA has issued a number of new and revised Hong Kong Accounting Standards
(“HKAS”s) and HKFRSs, Amendments and Interpretations (“INT”) (hereinafter
collectively referred to as the “new HKFRSs”) which are effective for Huandao Gold’s
financial period beginning on 1 January 2011. For the purposes of preparing and
presenting the Huandao Gold Financial Information for the Relevant Periods, Huandao
Gold has adopted all HKFRSs applicable to financial year beginning on 1 January 2011

during the Relevant Periods.
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (continued)

Huandao Gold has not early applied the following revised standards, amendments or

interpretations that have been issued but are not yet effective.

HKFRS 1 (Amendments) Severe hyperinflation and removal of fixed dates
for first-time adopters’

HKFRS 7 (Amendments) Disclosures - Transfers of financial assets'

HKFRS 9 Financial instruments?

HKFRS 10 Consolidated financial statements?

HKFRS 11 Joint arrangements?

HKFRS 12 Disclosure of interests in other entities?

HKFRS 13 Fair value measurement?

HKAS 1 (Amendments) Presentation of items of other comprehensive
income*

HKAS 12 (Amendments) Deferred tax: Recovery of underlying assets?

HKAS 19 (Revised 2011) Employee benefits>

HKAS 27 (Revised 2011) Separate financial statements?

HKAS 28 (Revised 2011) Investments in associates and joint ventures?

Effective for annual periods beginning on or after 1 July 2011.
Effective for annual periods beginning on or after 1 January 2013.
Effective for annual periods beginning on or after 1 January 2012.

AW =

Effective for annual periods beginning on or after 1 July 2012.

The management of Huandao Gold anticipates that the application of these new and
revised standards, amendments or interpretations will have no material impact on the

results and financial position of Huandao Gold.

3. SIGNIFICANT ACCOUNTING POLICIES
The Huandao Gold Financial Information has been prepared under the historical cost
basis in accordance with HKFRSs issued by HKICPA and includes applicable disclosures
required by the Rules Governing the Listing of Securities on The Stock Exchange of

Hong Kong Limited and by the Hong Kong Companies Ordinance.

The principal accounting policies are set out below.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and
represents amounts receivable for service provided/goods sold in the normal course of

business, net of discounts and returns.

Revenue from sale of goods is recognised when goods are delivered and title has passed.

Service income is recognised when services are provided, which generally coincides with

the time when consigned goods are delivered and title has passed.

Interest income from a financial asset is recognised when it is probable that the economic
benefits will flow to Huandao Gold and the amount of revenue can be measured reliably.
Interest income from a financial asset is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts through the expected life of the

financial asset to that asset’s net carrying amount on initial recognition.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year/period. Taxable profit
differs from profit as reported in the statement of comprehensive income because it
excludes items of income or expense that are taxable or deductible in other year/period,
and it further excludes the items of income and expense that are never taxable and
deductible. Huandao Gold’s liability for current tax is calculated using tax rates that have

been enacted or substantively enacted at the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts of
assets and liabilities in the statement of financial position and the corresponding tax bases
used in the computation of taxable profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it is probable that taxable profits will

be available against which deductible temporary differences can be utilised.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

The carrying amount of deferred tax assets is reviewed at the end of the reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profits will

be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year/period in which the liability is settled or the asset is realised, based on tax rate (and
tax laws) that have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that
would follow from the manner in which Huandao Gold expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and liabilities. Deferred
tax is recognised in profit or loss, except when it relates to items that are recognised in
other comprehensive income or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in equity respectively.

Interest in an associate

An associate is an entity over which the investor has significant influence and that is
neither a subsidiary nor an interest in a joint venture. Significant influence is the power
to participate in the financial and operating policy decisions of the investee but is not

control or joint control over those policies.

The results and assets and liabilities of an associate are incorporated in the Huandao
Gold Financial Information using the equity method of accounting. Under the equity
method, investment in an associate is initially recognised in the statement of financial
position at cost and adjusted thereafter to recognise Huandao Gold’s share of the profit or
loss and other comprehensive income of the associates. When Huandao Gold’s share of
losses of an associate equals or exceeds its interest in that associate (which includes any
long-term interests that, in substance, form part of the Huandao Gold’s net investment
in the associate), Huandao Gold discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that Huandao Gold has incurred legal

or constructive obligations or made payments on behalf of that associate.

Any excess of the cost of acquisition over Huandao Gold’s share of the net fair value of
the identifiable assets, liabilities and contingent liabilities of an associate recognised at
the date of acquisition is recognised as goodwill, which is included within the carrying

amount of the investment.

Any excess of Huandao Gold’s share of the net fair value of the identifiable assets,
liabilities and contingent liabilities over the cost of acquisition, after reassessment, is

recognised immediately in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Interest in an associate (continued)

The requirements of HKAS 39 “Financial Instruments: Recognition and Measurement” are
applied to determine whether it is necessary to recognise any impairment loss with respect
to Huandao Gold’s investment in an associate. When necessary, the entire carrying
amount of the investment (including goodwill) is tested for impairment in accordance
with HKAS 36 “Impairment of assets” as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs to sell) with its carrying amount.
Any impairment loss recognised forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in accordance with HKAS 36 to the

extent that the recoverable amount of the investment subsequently increases.

When Huandao Gold transacts with its associate, profits and losses resulting from the
transactions with the associate are recognised in the Huandao Gold Financial Information

only to the extent of interests in the associate that are not related to Huandao Gold.

Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent accumulated depreciation

and accumulated impairment losses, if any.

Depreciation is provided to write off the cost of property, plant and equipment over their
estimated useful lives and after taking into account of their estimated residual value, using

the straight-line method.

An item of property, plant and equipment is derecognised upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset. Any
gain or loss arising from the disposal or retirement of an item of property, plant and
equipment is determined as the difference between sales proceeds and the carrying

amount of the asset and is recognised in profit or loss.

Impairment losses on assets

At the end of the reporting period, Huandao Gold reviews the carrying amounts of its
assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss, if any. If the
recoverable amount of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. An impairment loss is

recognised as an expense immediately.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment losses on assets (continued)

Where an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years. A reversal of an

impairment loss is recognised as income immediately.
Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated

using the first-in, first-out method.
Financial instruments

Financial assets and financial liabilities are recognised on the statements of financial
position when Huandao Gold becomes a party to the contractual provisions of the
instrument. Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets or financial liabilities are fair
value through profit or loss) are added to or deducted from the fair value of the financial

assets or financial liabilities, as appropriate, on initial recognition.
Financial assets

Huandao Gold’s financial assets are loans and receivables.
Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial
asset and of allocating interest income over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash receipts (including all fees
paid or received that form an integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life of the financial asset, or,

where appropriate, a shorter period to the net carrying amount on initial recognition.
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At the end of the reporting period
subsequent to initial recognition, loans and receivables including other receivables, bank
balances and cash are carried at amortised cost using the effective interest method, less

any identified impairment losses.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)

Impairment of loans and receivables

Loans and receivables are assessed for indicators of impairment at the end of each
reporting period. Loans and receivables are impaired where there is objective evidence
that, as a result of one or more events that occurred after the initial recognition of loans
and receivables, the estimated future cash flows of the loans and receivables have been
affected.

Objective evidence of impairment could include significant financial difficulty of the
issuer or counterparty; or default or delinquency in interest or principal payments; or it

becoming probable that the borrower will enter bankruptcy or financial reorganisation.

An impairment loss is recognised in profit or loss when there is objective evidence that
the asset is impaired, and is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows discounted at the original

effective interest rate.

If, in a subsequent period, the amount of impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment losses was recognised,
the previously recognised impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset at the date the impairment is reversed does not

exceed what the amortised cost would have been had the impairment not been recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by Huandao Gold are classified
according to the substance of the contractual arrangements entered into and the definitions
of a financial liability and an equity instrument. An equity instrument is any contract that

evidences a residual interest in the assets after deducting all of its liabilities.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial
liability and of allocating interest expense over the relevant period. The effective interest

rate is the rate that exactly discounts estimated future cash payments through the expected

life of the financial liability, or, where appropriate, a shorter period.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities and equity instruments (continued)

Financial liabilities

Financial liabilities including trade and other payables and amounts due to related companies

are subsequently measured at amortised cost, using the effective interest method.

Equity instruments

Equity instruments issued by Huandao Gold are recorded at the proceeds received, net of

direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the
assets expire or, the financial assets are transferred and Huandao Gold has transferred
substantially all the risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the asset’s carrying amount and

the sum of the consideration received and receivable is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expires. The difference between the carrying amount of the financial

liability derecognised and the consideration paid and payable is recognised in profit or loss.

Leasing

Operating lease payments are recognised as an expense on a straight-line basis over the
lease term, except where another systematic basis is more representative of the time

pattern in which economic benefits from the leased asset are consumed.

In the event that lease incentives are received to enter into operating leases, such
incentives are recognised as a liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis, except where another systematic
basis is more representative of the time pattern in which economic benefits from the

leased asset are consumed.
Retirement benefit schemes
Payments to state-managed retirement benefit schemes are charged as an expense when

employees have rendered service entitling them to the contributions.
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4. CAPITAL RISK MANAGEMENT

Huandao Gold manages its capital to ensure that Huandao Gold will be able to continue
as a going concern while maximising the return to equity owners through the optimisation

of the debt and equity balance.

The capital structure of Huandao Gold consists of net debts, which represent amounts
due to related companies net of the cash and cash equivalents, and equity attributable to

owners of Huandao Gold.

The management of Huandao Gold reviews the capital structure on a regular basis. As
part of this review, the management considers the cost of capital and the risks associated
with each class of capital and will balance its overall capital structure through the

payment of dividends and new capital raising.
5. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Financial assets
Loans and receivables (including
cash and cash equivalents) 54 26 20 41

Financial liabilities
Amortised cost 176 270 390 488

(b) Financial risk management objectives and policies

Huandao Gold’s major financial assets and liabilities include other receivables,
bank balances and cash, trade and other payables and amounts due to related
companies. The risks associated with these financial instruments and the policies
on how to mitigate credit risk, foreign currency risk and liquidity risks are set
out below. The management manages and monitors these exposures to ensure

appropriate measures are implemented on a timely and effective manner.
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5.

FINANCIAL INSTRUMENTS (continued)

(b)

(o

Financial risk management objectives and policies (continued)

Credit risk

The credit risk on liquid funds is limited because the counterparties are banks with

high credit ratings assigned by international credit-rating agencies.

Foreign currency risk

Huandao Gold collects all of its revenue in RMB and incurs all of the expenditures
as well as capital expenditures in RMB. The management considered that Huandao

Gold has no exposures to any foreign currency exchange risk.

Liquidity risk management

The management of Huandao Gold has built an appropriate liquidity risk
management framework for the management of Huandao Gold’s short, medium
and long-term funding and liquidity management requirements. Huandao Gold
manages liquidity risk by maintaining sufficient bank balances and by continuously
monitoring forecast and actual cash flows, and the maturity profile of financial

liabilities.

At 31 December 2008, 2009 and 2010 and 31 May 2011, all Huandao Gold’s non-
derivative financial liabilities are interest-free and their remaining contractual
maturities are on demand. The undiscounted cash flows of financial liabilities are

the same as their carrying amounts.

Fair value

The management of Huandao Gold considers that the carrying amounts of all
financial assets and financial liabilities recorded at amortised cost at the end of the

reporting period approximate their corresponding fair values.
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6. SEGMENT INFORMATION

Huandao Gold is engaged in single reportable segment being sales of goods and provision
of services in relation to consignment sales of goods in gold and silver, other jewellery,
arts and crafts in the PRC and the sales are made to retail customers. The management
of Huandao Gold being the chief operating decision maker reviewed the overall results of
Huandao Gold for the purpose of result allocation and performance assessment. Huandao
Gold principally operates in the PRC (country of domicile) with all of its results derived
from its operation in the PRC. Analysis of Huandao Gold’s non-current assets is not

presented as they are all located in the PRC.

7. TURNOVER
An analysis of the Huandao Gold’s revenue for the Relevant Periods is as follows:

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)
Sales of owned goods 17 8 3 2 2
Commission income on

consignment sale 25 36 48 21 17
42 44 51 23 19
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8. TAXATION

No provision for taxation is made as Huandao Gold had no assessable profit during
the Relevant Periods. The tax rate of Huandao Gold is 25% under the Law of PRC on
Enterprise Income Tax (the “EIT Law”) and Implementation of regulation of the EIT Law.

Statement of reconciliation of taxation is as follows:

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)

Loss for the year/period (126) (124) (127) (55) (76)
Tax at Enterprise Income

Tax rate of 25% (32) (31) (32) (14) (19)
Tax effect of tax loss not

recognised 32 31 32 14 19

Taxation for the year/period — — — — —

As at

As at 31 December 31 May

2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Tax losses to be expired in

— 2012 74 74 74 74
— 2013 126 126 126 126
— 2014 — 124 124 124
— 2015 — — 127 127
— 2016 — — — 76

200 324 451 527

Huandao Gold has unused tax losses of approximately RMB200,000, RMB324,000,
RMB451,000 and RMB527,000 as at 31 December 2008, 2009 and 2010 and 31 May
2011 respectively available for offset against future profits. No deferred tax asset has

been recognised due to the unpredictability of future profits streams.
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9. LOSS FOR THE YEAR/PERIOD

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Loss for the year/period
has been arrived at
after charging:
Staff costs (Note) 72 71 85 39 50

Operating lease rentals

in respect of land and

buildings 60 60 60 25 25
Cost of inventories

recognised as expenses 5 3 1 1 1
Depreciation of property,

plant and equipment — — — — 1

and after crediting:

Interest income 1 1 1 — —

Note: Huandao Gold has not set up the board of directors. The staff costs represent the emoluments
paid to all four staff of Huandao Gold and also the four highest paid individuals during the
Relevant Periods.
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10. PROPERTY, PLANT AND EQUIPMENT

Furniture,

fixtures and

equipment
RMB’000
COST
At 1 January 2008, 31 December 2008, 2009 and 2010
Additions 3
At 31 May 2011 5
ACCUMULATED DEPRECIATION
At 1 January 2008, 31 December 2008, 2009 and 2010 1
Provided for the period 1
At 31 May 2011 2
CARRYING VALUES
At 31 December 2008 1
At 31 December 2009 1
At 31 December 2010 1
At 31 May 2011 3

Depreciation is provided to write off the cost of items of property, plant and equipment
over their estimated useful lives and after taking into account of their estimated residual

values, using the straight-line method, at the 10% per annum.
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11.

INTEREST IN AN ASSOCIATE

As at 31 December

2008

RMB’000

Unlisted shares, at cost 2,000
Share of post-acquisition and

other comprehensive income (2,000)

2009 2010

RMB’000  RMB’000

2,000 2,000
(2,000) (2,000)

As at
31 May
2011
RMB’000

2,000

(2,000)

Details of the associate at 31 December 2008, 2009 and 2010 and 31 May 2011 are as

follows:
Place of
Name of associate registration
TR REFEREARA A
(Beijing Huandao Xintong
Technology Co., Ltd.) PRC

Paid-in
capital
RMB

10,000,000

Proportion of
paid-in

capital held by
Huandao Gold

20%

Principal

activity

Inactive

Huandao Gold had discontinued recognition of its share of losses of the associate

since 2007. The amounts of unrecognised share of losses of the associate based on the

unaudited management accounts of the associate for the year ended 31 December 2008

and cumulatively at that date were considered insignificant.

The total assets and total

liabilities at 31 December 2008 were approximately RMB23,356,000 respectively. The

associate had started de-registration process in 2009 and the relevant financial information

was not available for the year ended 31 December 2010 and the five months ended 31

May 2011.
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12. INVENTORIES

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Finished goods 1,002 1,000 999 998

13. OTHER RECEIVABLES

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Other receivables 1 1 — —

Other receivables comprise advance to staff and are unsecured, interest free and
recoverable within one year. All balances are neither past due nor impaired as at 31
December 2008, 2009 and 2010 and 31 May 2011.

14. BANK BALANCES AND CASH
Bank balances and cash comprise short-term bank deposits at prevailing market rates.

15. TRADE AND OTHER PAYABLES
The credit period on purchases of goods is 30 days. As at 31 December 2008, 2009 and

2010 and 31 May 2011, all trade and other payables were within an age of 30 days based

on the invoice dates.
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16.

17.

18.

AMOUNTS DUE TO RELATED COMPANIES

As at
As at 31 December 31 May
2008 2009 2010 2011

RMB’000 RMB’000 RMB’000 RMB’000

Amounts due to intermediate holding

companies 110 177 377 468
Amount due to a fellow subsidiary 60 85 6 8
170 262 383 476

Amounts due to intermediate holding companies represent the payments made by them
on behalf of Huandao Gold. The balances are interest-free, unsecured and repayable on

demand.

Amount due to a fellow subsidiary is rental payable, which is interest-free, unsecured and

repayable on demand.

PAID-IN CAPITAL

Huandao Gold was established on 13 March 1989 with a registered and paid-in capital of
RMB5,000,000.

RETIREMENT BENEFITS SCHEMES

The employees of Huandao Gold are members of a state-managed retirement benefit
schemes operated by the local government. Huandao Gold is required to contribute a
certain percentage of their payroll costs to the retirement benefit schemes to fund the
benefits. The only obligation of Huandao Gold with respect to the retirement benefit

schemes is to make the specified contributions.

During each of the years ended 31 December 2008, 2009 and 2010 and the five months
ended 31 May 2010 and 2011, Huandao Gold made total contributions to the retirement
benefit schemes of approximately RMB10,000, RMB10,000, RMB10,000, RMB4,000
(unaudited) and RMB4,000 respectively.
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19.

20.

OPERATING LEASE COMMITMENTS

As at 31 December 2008, 2009 and 2010 and 31 May 2011, Huandao Gold had no
commitments for future minimum lease payments under non-cancellable operating leases
for rental premises.

RELATED PARTY TRANSACTIONS

In addition to the amounts due to related companies disclosed in note 16, Huandao Gold

had entered into the following related party transactions:

Five months

Year ended 31 December ended 31 May
2008 2009 2010 2010 2011
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Rental expenses
paid/payable to a
fellow subsidiary 60 60 60 25 25

Transactions and balances with other government-related entities

Huandao Gold itself is part of a larger group of companies controlled by CCHG (CCHG
and its subsidiaries are referred to as the “CCHG Group”) which is a stated-owned
enterprise under the direct supervision of the State Council of the PRC. The management
of Huandao Gold considers that Huandao Gold is ultimately controlled by the government
of PRC and the Huandao Gold operates in an economic environment currently
predenominated by entities controlled, jointly controlled or significantly influenced by the

PRC government (“government-related entities”).

Apart from transactions with CCHG Group, the Huandao Gold has deposits placements
with certain banks and financial institutions which are government-related entities in
its ordinary course of business. In view of the nature of those banking transactions, the
management of Huandao Gold is of the opinion that separate disclosure would not be

meaningful.
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(B)

©

20. RELATED PARTY TRANSACTIONS (continued)

Compensation of key management personnel

The remuneration of key management of Huandao Gold during the year ended 31
December 2008, 2009 and 2010 and the five months ended 31 May 2011 were borne by

the intermediate holding companies.

SUBSEQUENT EVENTS

The Company entered into an agreement dated 27 July 2011 and a supplemental agreement
dated 29 August 2011 with CCHG and the intermediate holding company of the Company,
China Chengtong Hong Kong Company Limited (“CCHK”). CCHK and CCHG will undertake
a series of reorganisations. Pursuant to the reorganisation, Huandao Nanfang transferred its
entire interest in Huandao Gold to a fellow subsidiary, Travel Investment. Upon completion of

the transfer, Huandao Gold became a wholly-owned subsidiary of Travel Investment.
Pursuant to these agreements, the Company has conditionally agreed to acquire the entire issued
capital of Huandao Gold and Travel Investment. The major terms of acquisition agreement

are set out in the Company’s announcements dated 27 July 2011 and 29 August 2011. Upon

completion of the acquisition, Huandao Gold will become a subsidiary of the Company.

SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by Huandao Gold, in respect of any period
subsequent to 31 May 2011.

Yours faithfully,
Deloitte Touche Tohmatsu

Certified Public Accountants
Hong Kong
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The following is the text of a report, prepared for the purpose of inclusion in this circular, received
from Deloitte Touche Tohmatsu, Certified Public Accountants, Hong Kong. A copy of the following

accountants’ report is available for inspection.

Deloi
e o I tte [ J EE - BERS T Deloitte Touche Tohmatsu

R SEE8 35/F One Pacific Place

/E R &5 —E3548 88 Queensway
1' o Hong Kong

30 September 2011

ACCOUNTANTS’ REPORT ON UNAUDITED PRO FORMA FINANCIAL INFORMATION

OF THE ENLARGED GROUP TO THE BOARD OF DIRECTORS OF CHINA CHENGTONG
DEVELOPMENT GROUP LIMITED

We report on the unaudited pro forma financial information (the “Unaudited Pro Forma Financial
Information”) of China Chengtong Development Group Limited (the “Company”) and its
subsidiaries(hereinafter collectively referred to as the “Group”), and i F§ 5 &5V J5 ik 4% % & A [R
/N H] (Hainan Huandao Hotel Travel Investment Co., Ltd.) (“Travel Investment”) and its subsidiaries
(hereinafter collectively referred to as the “Travel Investment Group™”) and i F§ % 5 £ 17 (Hainan
Huandao Gold Co.) (“Huandao Gold”) (the “Target Companies”) (together with the Group hereinafter
collectively referred to as the “Enlarged Group”) set out in Appendix IV to the circular dated 30
September 2011 (the “Circular”), which has been prepared by the directors of the Company for
illustrative purposes only, to provide information about how the proposed acquisition of the entire
issued capital of Travel Investment and Huandao Gold (the “Acquisition”) might have affected the
financial information presented. The basis of preparation of the Unaudited Pro Forma Financial

Information is set out on pages 132 to 133 to the Circular.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS OF THE COMPANY AND
REPORTING ACCOUNTANTS

It is the responsibility solely of the directors of the Company to prepare the Unaudited Pro Forma
Financial Information in accordance with paragraph 29 of Chapter 4 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and with reference
to Accounting Guideline 7 “Preparation of Pro Forma Financial Information for Inclusion in Investment
Circulars” issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”).

It is our responsibility to form an opinion, as required by paragraph 29(7) of Chapter 4 of the Listing
Rules, on the unaudited pro forma financial information and to report our opinion to you. We do not
accept any responsibility for any reports previously given by us on any financial information used in
the compilation of the unaudited pro forma financial information beyond that owed to those to whom

those reports were addressed by us at the dates of their issue.
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BASIS OF OPINION

We conducted our engagement in accordance with Hong Kong Standard on Investment Circular
Reporting Engagements 300 “Accountants’ Reports on Pro Forma Financial Information in Investment
Circulars” issued by the HKICPA. Our work consisted primarily of comparing the unadjusted
financial information with source documents, considering the evidence supporting the adjustments
and discussing the unaudited pro forma financial information with the directors of the Company. This

engagement did not involve independent examination of any of the underlying financial information.

We planned and performed our work so as to obtain the information and explanations we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Unaudited Pro Forma Financial Information has been properly compiled by the directors of the
Company on the basis stated, that such basis is consistent with the accounting policies of the Group
and that the adjustments are appropriate for the purpose of the Unaudited Pro Forma Financial

Information as disclosed pursuant to paragraph 29(1) of Chapter 4 of the Listing Rules.
The Unaudited Pro Forma Financial Information is for illustrative purpose only, based on the
judgments and assumptions of the directors of the Company, and, because of its hypothetical nature,

does not provide any assurance or indication that any event will take place in future and may not be

indicative of the financial position of the Enlarged Group as at 30 June 2011 or any future date.

OPINION

In our opinion:

(a)  the Unaudited Pro Forma Financial Information has been properly compiled by the directors of

the Company on the basis stated;

(b)  such basis is consistent with the accounting policies of the Group; and

(c) the adjustments are appropriate for the purposes of the Unaudited Pro Forma Financial

Information as disclosed pursuant to paragraph 29(1) of Chapter 4 of the Listing Rules.
Deloitte Touche Tohmatsu

Certified Public Accountants
Hong Kong
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@

(ii)

Defined Terms

Unless otherwise defined, capitalised terms and technical terms used herein shall have the

same meaning when used in this Circular.

Basis of preparation of the unaudited pro forma statement of assets and liabilities of
the Enlarged Group

The unaudited pro forma statement of assets and liabilities(the “Unaudited Pro Forma
Financial Information”) of the Enlarged Group is prepared to illustrate the effect of the

Acquisition on the assets and liabilities of the Enlarged Group as at 30 June 2011.

For the purpose of the Unaudited Pro Forma Financial Information, RMB amounts have
been translated into HK$ amounts at an exchange rate of RMB1.00 = HK$1.20 on 31

May 2011 for the unaudited pro forma statement of assets and liabilities.

The Unaudited Pro Forma Financial Information is prepared based on:

(a)  the unaudited condensed consolidated statement of financial position of the Group
as at 30 June 2011 as extracted from the interim report of the Company issued on
29 August 2011;

(b) the audited statement of financial position of Travel Investment Group and
Huandao Gold as at 31 May 2011 as extracted from the accountants’ reports as set

out in Appendices II and III to this Circular respectively; and

(c)  after taking into account the unaudited pro forma adjustments as described in the
notes thereto to demonstrate how the Acquisition might have affected the historical
financial information in respect of the Group as if the proposed acquisition had

been completed on 30 June 2011.
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(i)

(iii)

Basis of preparation of the unaudited pro forma statement of assets and liabilities of

the Enlarged Group (continued)

In preparing the Unaudited Pro Forma Financial Information, the financial position of
Huandao International Limited and China Huandao Group Hong Kong Limited, the
intermediate and immediate holding companies of the Target Companies respectively are
not included, as Huandao International Limited and China Huandao Group Hong Kong
Limited that were incorporated on 12 August 2011 and 23 August 2011 respectively, in
the opinion of the directors of the Company, have no significant impact on the financial
position of the Enlarged Group. Huandao International Limited and China Huandao
Group Hong Kong Limited are investment holding companies and have no other material

operations.

The unaudited pro forma statements of assets and liabilities of the Enlarged Group should
be read in conjunction with the financial information contained in this Circular and the
accountants’ reports on financial information of Travel Investment Group and Huandao

Gold as set out in Appendices II and III to this Circular respectively.
The unaudited pro forma statement of assets and liabilities of the Enlarged Group is for
illustrative purposes only, and because of its hypothetical nature, it may not be indicative

of the financial position of the Enlarged Group as at 30 June 2011 or at any future date.

Unaudited Pro Forma Statement of Assets and Liabilities of the Enlarged Group

Travel Travel Pro forma
The Investment Investment  Huandao  Huandao Enlarged
Group Group Group Gold Gold Pro forma adjustments Group

HKS$'000  RMB'000  HKS$'000  RMB'000  HKS'000  HKS$'000  HK$'000  HK$'000  HKS$'000  HKS'000
Note(1) Note(2) Note(3) Note(2) Note(3) ~ Note(4)(8) ~ Note(5)(8) Note(6) Note(7)

Non-current assets

Property, plant and equipment 8,560 51978 69574 3 4 - 8,290 - - 86,428
Prepaid lease payments — 3829 4595 - — - 98,724 — — 103,319
Investment properties 228,000 - - - - - - - - 228,000
Deposits for acquisition of
property, plant and equipment - 10,146 12,175 - - - — — - 12,175
Goodwill — — — - - - — — 36,286 36,286
Restricted bank balance 4,200 - - - - - — - - 4,200
Receivable under finance
lease arrangement 17,569 — — — — — — — — 17,569
258329 71,953 86,344 3 4 - 107,014 — 36,286 487971
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(iii) Unaudited Pro Forma Statement of Assets and Liabilities of the Enlarged Group
(continued)
Travel Travel Pro forma
The Investment Investment  Huandao  Huandao Enlarged
Group Group Group Gold Gold Pro forma adjustments Group
HK$'000  RMB'000  HK$'000  RMB'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Note(1) Note(2) Note(3) Note(2) Note(3) ~ Note(4)(8)  Note(5)(8) Note(6) Note(7)
Current assets
Inventories — 1327 1,592 998 1,198 3,730 — — — 6,520
Properties held for sale 42,557 - - — - - — — — 42,557
Properties held for development 296,196 - - — - - — — — 296,196
Properties under development 337,033 — - - - - — — — 337,033
Amount due from a non-controlling
shareholder of a subsidiary 18,262 — - - - - — — — 18,262
Amounts due from related companies — 70,965 85,158 — - - — — — 85,158
Trade and other receivables 33,560 1,106 1,327 — - - — — — 34,887
Receivable under finance
lease arrangement 16,186 - — - - - — — — 16,186
Prepaid lease payments - 129 155 - - - 3326 - — 3481
Tax recoverable 1,223 — - — - - — — — 1,223
Held-for-trading securities 2738 — - - - - — — — 2,738
Short-term investments 172,800 — — — - - — — — 172,800
Bank balances and cash 1,301,129 22458 26,950 41 4 — — (3,200) — 139
2001684 95,985 115,182 1,039 1,246 3,730 3326 (3,200) — 234198
Current liabilities
Trade and other payables 56,234 7621 9,152 12 14 - - — — 65,400
Deposits received on sale of properties 78,004 - - - - - — — — 78,004
Amounts due to related companies 403 5,884 7,061 476 571 - - — — 8,035
Taxation payable - 689 827 - - - - — — 827
Secured bank loans 60,000 — - - — - - — — 60,000
Unsecured other loans 600 - - - - - - — - 600
195,241 14,200 17,040 488 585 — - — — 212,366
Net current assets 2,026,443 81,785 98,142 551 661 3,730 3326 (3,200) — 2129102
Total assets less current liabilities 284712 153,738 184,486 554 665 3,730 110,340 (3,200) 36,280 2,617,079

Non-current liabilities

Deferred tax liabilities 2445 - - - - 933 27,585 — — 30963
Corporate bonds 707,990 — — — — — — — — 707,990
710435 - - - - 933 27,585 — - 738,953

Net assets 1,574337 153,738 184,486 554 663 2,197 82,755 (3,200) 36280 1,878,126
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(iii)

Unaudited Pro Forma Statement of Assets and Liabilities of the Enlarged Group

(continued)

Notes:

1. Figures are extracted from the unaudited condensed consolidated statement of financial position
of the Group as at 30 June 2011 as extracted from the interim report of the Company issued on
29 August 2011.

2. Figures are extracted from the accountants’ reports of financial information of Travel Investment
Group and Huandao Gold as set out in Appendices II and III to this Circular respectively.

3. Figures are extracted from the accountants’ reports of financial information of Travel Investment
Group and Huandao Gold as set out in Appendices II and III to the Circular respectively and
translated into HK$ at the exchange rate stated in (A)(ii) above.

4. The adjustment includes the excess (approximately HK$3,730,000) of fair value of the inventories
held by Huandao Gold over their carrying amount as at 31 May 2011. The valuation of inventories
was calculated with reference to the weighted average price of gold announced by the Shanghai
Gold Exchange as at 31 May 2011. Deferred tax on the fair value adjustment, calculated at the
income tax rate of 25%, amounts to approximately HK$933,000.

5. The adjustments represent the excess (approximately HK$8,290,000 and HK$102,050,000) of
fair values of the hotel buildings and prepaid lease payments over their carrying amounts as at 31
May 2011 respectively. The fair values of hotel buildings and prepaid lease payments are with
reference to the valuation as at 31 July 2011, of which there is no material difference in valuation
between 31 May 2011 and 31 July 2011. The valuation of these assets as at 31 July 2011, which
is based on direct comparison method, is carried out by B.I. Appraisal Limited, an independent
qualified professional valuer not connected to the Enlarged Group as set out in Appendix V of
this circular. Deferred tax on the fair value adjustment, calculated at the income tax rate of 25%,
amounts to approximately HK$27,585,000.

6. The adjustment reflects the estimated legal and professional fees of HK$3,200,000 directly
attributable to the Acquisition.

7. Ordinary shares of the Company will be issued as the consideration for the Acquisition. In
accordance with the agreement and supplemental agreement entered into by the Company
for the Acquisition dated 27 July 2011 and 29 August 2011 respectively, the consideration
for the Acquisition was determined to be RMB254,000,000 (equivalent to approximately
HK$306,989,000 based on the exchange rate of RMB1.00 = HK$1.21 on 26 July 2011), which
is determined with reference to the carrying amounts of the net assets of the Target Companies
as at 31 May 2011 and the fair value of the hotel buildings and prepaid lease payments held by
the Target Companies as at 31 May 2011 and the future prospects of the businesses operated by
the Target Companies. The consideration for the Acquisition will be adjusted in accordance with
the filed and confirmed price of net assets of the Target Companies approved by the State-owned
Assets Supervision and Administration Commission of the State Council (“Filed and Confirmed
Amount”) and the mechanism of the adjustment to the consideration of the Acquisition as
disclosed in announcements of the Company published on 27 July 2011 and 29 August 2011
(“Mechanism of the Adjustment”). The Filed and Confirmed Amount is based on valuation of net
assets of the Target Companies which will be prepared in accordance with the requirements of
Stateowned Assets Supervision and Administration Commission of the State Council and will be
carried out by an independent qualified professional valuer not connected to the Enlarged Group.
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(iii) Unaudited Pro Forma Statement of Assets and Liabilities of the Enlarged Group

(continued)

7. (continued)

For the purpose of this Unaudited Pro Forma Financial Information, it is assumed that the
market price of ordinary shares of the Company to be issued is HK$0.47 per share (which is at
a discount of approximately 2.08% to the closing price of the shares of the Company as quoted
on The Stock Exchange of Hong Kong Limited on 26 July 2011). Accordingly, 653,169,039
ordinary shares of the Company will be issued.

Goodwill of HK$36,286,000 recognised represents the excess of the consideration amounting to
HK$306,989,000 over (i) the carrying amounts of the identifiable assets and liabilities of Target
Companies amounting to HK$185,151,000 as at 31 May 2011 and (ii) fair value adjustments as
stated in notes 4 and 5 totalling HK$85,552,000.

Based on the Mechanism of the Adjustment, the consideration of the Acquisition may be
adjusted to an amount higher or lower than RMB254,000,000 but not more than 10% without
the requirement of approval of another Independent Shareholders’ meeting. Assuming that
the consideration of Acquisition is an amount higher than RMB254,000,000 by 10%, i.e.
RMB279,400,000 (equivalent to approximately HK$337,688,000 based on the exchange
rate of RMB1.00 = HK$1.21 on 26 July 2011) and the number of shares to be issued will
be 718,485,943 shares. The resulting amount of goodwill for the acquisition of the Target
Companies is HK$66,985,000.

For the purpose of this Unaudited Pro Forma Financial Information, apart from the assets subject
to the fair value adjustments stated in the notes 4 and 5 above, the fair values of the remaining
identifiable assets and liabilities of Target Companies are assumed to be equal to their respective
carrying amounts as at 31 May 2011. Specifically, in the absence of a formal valuation, the
directors of the Company have not made any fair value adjustment to the property, plant and
equipment other than the hotel buildings stated in note 5 above, of which the fair value may be
significantly different from their carrying amounts as at 31 May 2011. The Company is in the
process of identifying and determining the fair values of the identifiable assets and liabilities of
Target Companies. Besides, the number of the ordinary shares of the Company to be issued as
the consideration for the Acquisition may vary dependent on the Filed and Confirmed Amount.
In addition, the fair value of the ordinary shares of the Company at the date of completion may
be substantially different from market price of ordinary shares of the Company on the current pro
forma basis (i.e. HK$0.47). In view of the above, the actual fair value of the consideration and
the fair values of identifiable assets and liabilities of Target Companies and in turn, the resulting
amount of goodwill may be different from those presented in this Unaudited Pro Forma Financial
Information.

The directors of the Company have assessed whether the goodwill calculated on the current pro
forma basis may be impaired as at 30 June 2011, in accordance with Hong Kong Accounting
Standard 36 “Impairment of Assets”. According to the result of the assessment, there is no
indication of impairment as the recoverable amount of the cash generating units which contain
the goodwill, estimated based on value in use, using discounted cash flow method is higher than
the estimated fair value of net assets acquired. As a result, there is no impairment in respect of
the goodwill.

8. The deferred taxation adjustments in the Unaudited Pro Forma Statement of Assets and Liabilities

of the Enlarged Group are based on temporary differences between estimated fair values and
estimated tax bases of assets and liabilities acquired.

— 136 —



APPENDIX V VALUATION REPORT ON THE PROPERTY
INTERESTS TO BE ACQUIRED BY THE GROUP

The following is the text of the letter and valuation certificate received from B.I. Appraisals Limited,
an independent property valuer, prepared for the purpose of inclusion in this circular in connection

with their valuation of the property interests to be acquired by the Group.

B.1. Appraisals Limited
R A B FRFE B R A F

i i
R Registered Professional Surveyors, Valuers & Property Consultants

Unit 1301, 13/F, Tung Wai Commercial Building,
Nos.109-111 Gloucester Road, Wan Chai, Hong Kong
Tel: (852) 2127 7762 Fax: (852) 2137 9876

Email: info@biappraisals.com.hk

Website: www.bigroupchina.com

30 September 2011

The Directors

China Chengtong Development Group Limited
Suite 6406, 64th Floor, Central Plaza

18 Harbour Road

Wanchai

Hong Kong

Dear Sirs,

Re: BEEH KA )E (unofficial translation as Huandao Underwater World Hotel), Yalong
Bay Tourism Development Zone (now known as Yalong Bay National Tourism & Resort
Zone), Tiandu Town, Sanya City, Hainan Province, the People’s Republic of China (the
6‘PRC”)

In accordance with the instructions from China Chengtong Development Group Limited (hereinafter
referred to as the “Company”) for us to value the captioned property (hereinafter referred to as the
“Property”), we confirm that we have conducted site visit, made relevant enquiries and obtained such
further information as we consider necessary for the purpose of providing you with our opinion of

value of the Property as at 31 July 2011 (hereinafter referred to as the “Date of Valuation”).

It is our understanding that this valuation document is to be used for disclosure purpose in relation to

the proposed acquisition involving the Property.
This letter, forming part of our valuation report, identifies the property being valued, explains the basis

and methodology of our valuation, and lists out the assumptions and the title investigation we have

made in the course of our valuation, as well as the limiting conditions.
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INSTRUCTIONS

Pursuant to the specific instructions from the Company, we are required to provide, apart from our
opinion of value of the Property as of the Date of Valuation, an apportionment of the reported value
between the land element and the improvements separately. In addition, we are required also to

provide an opinion of value of the Property as of 31 May 2011 for reference purpose.

BASIS OF VALUATION

Our valuation of the Property is our opinion of its market value which we would define as intended to
mean “the estimated amount for which a property should exchange on the date of valuation between
a willing buyer and a willing seller in an arm’s-length transaction after proper marketing wherein the

parties had each acted knowledgeably, prudently and without compulsion.”

Our valuation has been carried out in accordance with The HKIS Valuation Standards on Properties (1st
Edition 2005) issued by the Hong Kong Institute of Surveyors and under generally accepted valuation
procedures and practices, which are in compliance with the requirements set out in Chapter 5 and
Practice Note 12 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited.

VALUATION ASSUMPTIONS

Our valuation is made on the assumption that the Property would be sold in the open market in existing
state and without the benefit of deferred term contracts, lease backs, joint ventures, management
agreements, or any similar arrangements, which could serve to affect its value. In addition, no account
has been taken of any option or right of pre-emption concerning or effecting a sale of the Property and

no forced sale situation in any manner is assumed in our valuation.

No allowance has been made in our valuation for any charges, mortgages or amounts owing on the
property valued nor for any expenses or taxation which may be incurred in effecting a sale. Unless
otherwise stated, it is assumed that the Property is free from encumbrances, restrictions and outgoings
of an onerous nature that could affect its value.

Apart from the above, we have also made the following assumptions:

a) The Property is finished and maintained in reasonable condition commensurate with its age and

use and is in its original layout without any unauthorized alteration.

b) The Property has been constructed, occupied and used in full compliance with, and without

contravention of all ordinances and regulations, except only where otherwise stated.
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c) All consents, approvals, required licences, permits, certificates and authorizations have been
obtained, except only where otherwise stated, for the use of the Property upon which our

valuation is based.

VALUATION METHODOLOGY

We have focused our valuation of the Property by using the Direct Comparison Method, assuming that
the Property is capable of being sold with the benefit of immediate vacant possession, and by making

reference to comparable sales evidence or offerings as available in the relevant market.

In arriving at the apportionment of the reported value between the land element and the improvements
as of the Date of Valuation for the Property, we have assessed the value of the land of the Property for
existing use as of the Date of Valuation and deducted this from the valuation of the whole property to

arrive at the figure for the improvements.

TITLE INVESTIGATION

We have been provided by the Company with copies of documents relating to the title to the Property.
We have not examined the original documents to verify ownership and to ascertain the existence of
any amendments that may not appear on the copies handed to us. All documents and leases have been

used for reference only.

In the course of our valuation, we have relied on the advice given by the Company and the legal
opinion dated 20 September 2011 prepared by Jia Yuan Law Firm, the Company’s legal advisor on
PRC law (hereinafter referred to as the “PRC Legal Advisor”), regarding the title to and the interest in
the Property. We assume no responsibility for matters legal in nature nor do we render any opinion as

to the title to the Property that is assumed to be good and marketable.

LIMITING CONDITIONS

We have inspected the exterior, and where possible, the interior of the Property. However, no structural
survey has been made nor have any tests been carried out on any of the building services provided in
the Property. We are, therefore, not able to report that the Property is free from rot, infestation or any

other structural defects. Yet, in the course of our inspection, we did not note any serious defects.

We have not conducted any on-site measurement to verify the correctness of the site and floor
areas of the Property but have assumed that the areas shown on the documents furnished to us
are correct. Dimensions, measurements and areas included in the valuation certificate attached are
based on information contained in the documents provided to us by the Company and are therefore

approximations only.
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Moreover, we have not carried out any site investigations to determine or otherwise the suitability of
the ground conditions, the presence or otherwise of contamination and the provision of or otherwise
suitability for services etc. for any future development. Our valuation is prepared on the assumption
that these aspects are satisfactory and that no extraordinary expenses or delays will be incurred in the

event of any development.

We have relied to a considerable extent on the information provided by the Company and the advice
given to us on such matters as planning approvals, statutory notices, easements, tenure, particulars
of occupancy, site and floor areas and all other relevant matters in the identification of the Property.
We have not seen original planning consents and have assumed that the Property has been erected,

occupied and used in accordance with such consents.

We have had no reason to doubt the truth and accuracy of the information provided to us by the
Company. We were also advised by the Company that no material facts have been omitted from the
information provided. We consider that we have been provided with sufficient information to reach an

informed view, and have no reason to suspect that any material information has been withheld.

CURRENCY

Unless otherwise stated, all monetary amounts stated in this report are in Renminbi (RMB).

REMARKS

We hereby confirm that we have neither present nor prospective interests in the Company, the Property

and its owner or the value reported herein.

Our Valuation Certificate is hereby enclosed for your attention.

Yours faithfully,
For and on behalf of
B.I. APPRAISALS LIMITED

William C. K. Sham MRICS, MHKIS, MCIREA
Registered Professional Surveyor (G.P.)
China Real Estate Appraiser

Executive Director

Note: Mr. William C. K. Sham is a qualified valuer on the approved List of Property Valuers for Undertaking
Valuation for Incorporation or Reference in Listing Particulars and Circulars and Valuations in Connection
with Takeovers and Mergers published by the Hong Kong Institute of Surveyors. Mr. Sham has over 30 years’
experience in the valuation of properties in Hong Kong and has over 15 years’ experience in the valuation of
properties in the People’s Republic of China and the Asia Pacific regions.
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VALUATION CERTIFICATE
Market value in
Particulars of existing state as at
Property Description and tenure occupancy 31 July 2011

Huandao Underwater
World Hotel,

Yalong Bay Tourism
Development Zone (now
known as Yalong Bay
National Tourism &
Resort Zone), Tiandu
Town, Sanya City,
Hainan Province, the
PRC

The Property is a 3-star
resort hotel built over
a site with an area of
approximately 9,982.90
sq.m. (107,456 sq.ft.).

The subject development,
completed in about 1997,
comprises 4 blocks of 3

to 4-storey buildings and
various ancillary structures.
It provides a total of 68
guest rooms and suites
with various hotel facilities
including three multi-
functional rooms (which

can be used as a restaurant

or conference rooms), a bar,

shops and car park.

The total gross floor area
of the Property, excluding
the ancillary structures, is
approximately 5,216.14
sq.m. (56,147 sq.ft.).

The land use rights of the
Property have been granted

for terms due to expire on 1

February 2045 for tourism

uses.
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translation as
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RMB110,000,000
(See Notes 3 and
4 below)



APPENDIX V VALUATION REPORT ON THE PROPERTY

INTERESTS TO BE ACQUIRED BY THE GROUP

Notes:

ey

@)

(3)

4)

(5)

(6)

Pursuant to four sets of Certificate of Land and Building Ownership all dated 14 April 1999 issued by Sanya
Municipal People’s Government, the ownership of the land together with the four buildings erected thereon is
vested in 1 74 5 HE 1 Vi K T AL ik 4 A5 BR 23 ® (unofficial translation as Hainan Yalong Bay Underwater World
Travel Co., Ltd.). The land use rights have been granted for terms due to expire on 1 February 2045 for tourism
uses. Details of the said certificates are summarized as follows:

Gross
Certificate No. Block No. of Storey Floor Area Land Area
(sq.m.) (sq.m.)
=15 (1999)F 505295
(San Du Fang (1999) Zi No. 0529) A 3 836.64 1,601.20
=15 (1999)F %0530%9%
(San Du Fang (1999) Zi No. 0530) Composite 3 2,109.02 4,036.34
= T (1999)F 5053155
(San Du Fang (1999) Zi No. 0531) C 4 1,135.24 2,172.68
=17 (1999)F 55053245
(San Du Fang (1999) Zi No. 0532) B 4 1,135.24 2,172.68

We have been advised that both Hainan Yalong Bay Underwater World Travel Co., Ltd. and Hainan Huandao
Underwater World Hotel Co., Ltd. are wholly-owned subsidiaries of 7 5 5P ) filk % 4% & A FR A 7 (unofficial
translation as Hainan Huandao Hotel Travel Investment Co., Ltd.).

The apportionment of the value attributable to the land element and the improvements of the Property would be
approximately RMB89,000,000 and RMB21,000,000 respectively.

The market value of the Property in existing state as of 31 May 2011 was reasonably stated at RMB110,000,000.
The opinion of the PRC Legal Advisor is summarized as follows:

a) Hainan Yalong Bay Underwater World Travel Co., Ltd. is in possession of the proper legal title to the
land use rights of the Property.

b) Hainan Yalong Bay Underwater World Travel Co., Ltd. is in possession of the proper legal title to the
buildings of the Property and is entitled to transfer, lease, mortgage and dispose of by other way the
Property.

The status of the title and grant of major approvals and licences in accordance with the information provided by
the Company and the aforesaid legal opinion are as follows:

Certificate of Land and Building Ownership Obtained
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1. RESPONSIBILITY STATEMENT

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

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

2. SHARE CAPITAL

The authorised and issued share capital of the Company as at the Latest Practicable Date was as

follows:
Authorised share capital: HKS$
6,000,000,000 Shares 600,000,000.00

Issued and fully paid share capital or credited as fully paid:
4,173,434,227 Shares of HK$0.10 each in issue as at

the Latest Practicable Date 417,343,422.70
705,539,557 Shares of HK$0.10 each to be issued upon completion of

the Second SP Agreement (assuming the consideration is adjusted

to its maximum extent) 70,553,955.70
653,169,039 Shares of HK$0.10 each to be issued upon completion

of the Acquisition Agreement (assuming no adjustment

to the Consideration) 65,316,903.90
718,485,943 Shares of HK$0.10 each to be issued upon completion of

the Acquisition Agreement (assuming the Consideration is adjusted

to its maximum extent) 71,848,594.30

All the issued shares in the capital of the Company rank pari passu with each other in all
respects including the rights as to voting, dividends and return of capital. As at the Latest
Practicable Date, the Company had issued RMB600,000,000 4.5% bonds due in 2014. For

further information, please refer to the announcement of the Company dated 11 May 2011.
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3. DIRECTORS’ INTERESTS

(a)

(b)

(@)

(d)

As at the Latest Practicable Date, the interests and short positions of each Director in
the shares or underlying shares of the Company and its associated corporations (within
the meaning of Part XV of the SFO) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions in which he was deemed or taken to have under such
provisions of the SFO), or which were required, pursuant to section 352 of the SFO, to
be entered in the register maintained by the Company referred to therein, or which were
required, pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers contained in the Listing Rules, to be notified to the Company and the Stock

Exchange were as follows:

Approximate
percentage of

Name of Shareholder Nature of interest Number of Shares interest

Zhang Guotong Beneficial owner 365 0.000009%

Save as disclosed in sub-paragraph (a) above, as at the Latest Practicable Date, none of
the Directors nor chief executive of the Company had any interest and short positions
in the shares, underlying shares and debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including the interests and short positions in which they were deemed
or taken to have under such provisions of the SFO), or which are required, pursuant
to section 352 of the SFO, to be entered in the register maintained by the Company
referred to therein, or which were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers contained in the Listing Rules, to be notified

to the Company and the Stock Exchange.

As at the Latest Practicable Date, none of the Directors had any interest, direct or
indirect, in any asset which have since 31 December 2010, being the date to which the
latest published audited financial statements of the Group were made up, been acquired
or disposed of by or leased to any member of the Enlarged Group or are proposed to be

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

As at the Latest Practicable Date, none of the Directors were materially interested in any
subsisting contract or arrangement entered into by any member of the Enlarged Group
since 31 December 2010, being the date to which the latest published audited financial
statements of the Group were made up, and which was significant in relation to the

business of the Enlarged Group.
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4.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

(a)

(b)

As at the Latest Practicable Date, so far as is known to the Directors, the following
persons, other than a director or chief executive of the Company, had an interest or short
position in the shares and underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or were directly or indirectly, interested in 10% or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances at general meetings

of the Company:

Approximate
percentage of
Name of Shareholder Nature of interest Number of Shares interest
World Gain Beneficial owner (Note 2) 2,286,343,570 (L) 54.78%
CCHK Controlled corporation (Note 2) 2,286,343,570 (L) 54.78%
Beneficial owner 1,424,025,500 (L) 34.12%
(Note 3)
CCHG Controlled corporation (Note 2) 3,710,369,070 (L) 88.90%
Notes:
1. The letter “L” represents the entity’s interest in the Shares.
2. The entire issued share capital of World Gain is beneficially owned by CCHK, the entire issued

share capital of which is beneficially owned by CCHG. Both CCHK and CCHG are deemed to
be interested in all the Shares held by World Gain by virtue of the SFO, whereas CCHG is also
deemed to be interested in the Shares in which CCHK is interested or deemed to be interested by
virtue of the SFO.

3. Among these Shares (i) 705,539,557 Shares represent the consideration Shares which may be
allotted and issued to CCHK upon completion of the Second SP Agreement (assuming the
consideration to be payable by the Company under the Second SP Agreement is adjusted to its
maximum extent); and (ii) 718,485,943 Shares represent the Consideration Shares which may
be allotted and issued to CCHK upon completion of the Acquisition Agreement (assuming the
Consideration to be payable by the Company under the Acquisition Agreement is adjusted to its
maximum extent).

Save as disclosed in sub-paragraph (a) above, so far as is known to the Directors, there is
no other person who had an interest or short position in the shares and underlying shares
of the Company which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors has a service contract with the Company which is not determinable by the

Company within one year without payment of compensation other than statutory compensation.
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6.

LITIGATION

In September 2010, # % B 2 & A MR /A A (unofficial translation being Chengtong
Industrial Investment Limited) (“CT Industrial”), a PRC subsidiary of the Company, has
commenced litigation in the PRC as plaintiff against a tenant, requesting for termination of
the lease agreement for reason of breach of such tenancy agreement by, among other matters,
the unauthorized sub-lease of the leased property, construction of an unauthorized structure
(“Structure”) and transfer of the Structure to a third party, by the tenant. On 7 September 2011,
the court granted judgement in favour of CT Industrial and ruled that termination of the tenancy
agreement, as requested by CT Industrial, was allowed, the Structure shall then belong to CT
Industrial, and CT Industrial shall pay to the third party a sum of approximately RMB5,028,000

for acquiring the Structure.

Save as disclosed above, as at the Latest Practicable Date, no member of the Enlarged Group
was engaged in any litigation or arbitration of material importance and there was no litigation
or claim of material importance known to the Directors to be pending or threatened against any

member of the Enlarged Group.

MATERIAL CONTRACTS

The following contracts (not being contracts in the ordinary course of business of the Company)
have been entered into by members of the Enlarged Group within two years immediately

preceding the date of this circular which are or may be material:

(a)  a third supplemental agreement dated 30 October 2009 entered into among the Company,
CCHG and CCHK extending the long stop date of the Second SP Agreement;

(b) a reorganisation agreement dated 18 February 2010 entered into among HEHEH
FRE 1L/ A (Zhongshi Investment Company Limited) (“Zhongshi”), a wholly-owned
subsidiary of the Company, Jtitiit#l 2 M & AR /A A (Beijing Century Zun Bo
Investment Company Limited) (the “JV Partner”), & BB & #h A PR/~ 7] (Zhucheng
Phoenix Landmark Company Limited) (“Phoenix Landmark”), 7372 & A R
A] (Zhucheng Prosperity Landmark Company Limited) (“Prosperity Landmark™) and
FEE HE B WA FRA 7] (Zhucheng Dragon Landmark Company Limited) (“Dragon
Landmark”), whereby the parties had conditionally agreed to restructure the shareholding
structure and certain debts of each of Phoenix Landmark, Prosperity Landmark and
Dragon Landmark;

(c)  a forth supplemental agreement dated 30 April 2010 entered into between the Company,
CCHG and CCHK further extending the long stop date of the Second SP Agreement;
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(d)

(e)

()

(2)

(h)

)

G

the share transfer agreement dated 28 June 2010 entered into between Huandao Nanfang
as vendor and Huandao Group as purchaser, pursuant to which Huandao Nanfang agreed
to sell, and Huandao Group agreed to purchase, the 36.76% equity interests in Travel
Investment at a total consideration of RMB50,000,000;

a sale and purchase agreement dated 12 August 2010 entered into among Zhongshi as
vendor, 1% A5 & ZEA B2 F] (unofficial English translation as Luoyang Zhonghezhiye
Company Limited) (“Luoyang Zhonghezhiye”) as purchaser and 7 5 RS # %4 i
A BR/AHE] (unofficial translation as Luoyang Southern City CMST Logistic Limited)
(“Luoyang Logistic”), pursuant to which Luoyang Zhonghezhiye agreed to purchase, and
Zhongshi agreed to sell, the enter equity interest in Luoyang Logistic and the loan owed
by Luoyang Logistic to Zhongshi for a total consideration of RMB61,850,000;

a fifth supplemental agreement dated 29 October 2010 entered into between the Company,
CCHG and CCHK further extending the long stop date of the Second SP Agreement;

a sale and purchase agreement dated 14 December 2010 entered into between Shine
Ocean Limited, a wholly-owned subsidiary of the Company, as vendor and Hongkong
Flying Swallow Group Co. Ltd (“Hongkong Flying Swallow”) as purchaser in relation
to the sale and purchase of the entire issued share capital of China Chengtong Properties
Group Limited at the consideration of HK$40,910,000;

a sale and purchase agreement dated 14 December 2010 entered into between Ocean-Land
(China Investments) Limited, a wholly-owned subsidiary of the Company, as vendor and
Hongkong Flying Swallow as purchaser in relation to the sale and purchase of the entire
issued share capital of Talent Dragon Limited at the consideration of HK$95,250,000;

a subscription agreement dated 11 May 2011 entered into among the Company,
Agricultural Bank of China Limited Hong Kong Branch, ABCI Capital Limited, The
Bank of East Asia, Limited, Wing Lung Bank Limited and China Merchants Securities
(HK) Co., Ltd. (together, the “Managers”), pursuant to which the Managers agreed to
subscribe and pay for or procure subscriptions and payment for the RMB600,000,000
4.5% bonds due in 2014 (the “Bonds”) issued by the Company; and the Bonds were to be
issued at 100% of the aggregate principal amount, i.e. RMB600,000,000;

an entrusted loan agreement dated 26 July 2011 entered into among CT Industrial, a
wholly-owned subsidiary of the Company, as the lender, #' B4 i A FR 2\ 7] (unofficial
English translation being China Logistics Limited) (“CLC”) as the borrower and
Agricultural Bank of China Limited ("B /& 24347 34 FR A 7)), Beijing Xi Cheng
branch (“ABC”) as the lending agent, pursuant to which CT Industrial instructed
ABC to act as a lending agent to, inter alia, release a loan in the principal amount of
RMB35,000,000, which will be funded by the Group, to CLC;

147 —



APPENDIX VI GENERAL INFORMATION

(k)

@

(m)

(n)

a loan agreement dated 26 July 2011 entered into between the Company and CCHK,
pursuant to which the Company provides a short-term loan in the principal amount of
HK$35,000,000 to CCHK;

the Original Acquisition Agreement;

an entrusted fund management agreement dated 12 August 2011 entered into among &%
HEH B A B/ A (unofficial English translation as Chengtong Financial Leasing
Company Limited) (“Chengtong Financial Leasing”), an wholly-owned subsidiary of
the Company, as the principal and beneficiary, Anxin Trust & Investment Co., Ltd. as
the trustee (“Trust Company”), and R 1 /] R & # AR /AF] (unofficial English
translation as Kun Shan Li Tian Investment Development Co., Ltd.) as the borrower
(“Borrower”), pursuant to which Chengtong Financial Leasing will entrust a fund in the

amount of RMBS50 million to the Trust Company for on-lending to the Borrower; and

the Supplemental Agreement.

8. QUALIFICATIONS OF EXPERTS

The following are the qualifications of the experts who has given opinion or, advice contained

in this circular:

Name Qualification

B.I. Appraisals Limited registered professional surveyors

CIMB a corporation licensed to carry on type 1 (dealings in securities),
type 4 (advising on securities) and type 6 (advising on corporate
finance) regulated activities under the SFO

Deloitte Touche Tohmatsu certified public accountants

As at the Latest Practicable Date:

(a)

(b)

none of B.I. Appraisals Limited, CIMB and Deloitte Touche Tohmatsu was beneficially
interested in the share capital of any member of the Group nor did it have any right
(whether legally enforceable or not) to subscribe for or to nominate persons to subscribe

for securities in any member of the Group;

none of, B.I. Appraisals Limited, CIMB and Deloitte Touche Tohmatsu had any direct or
indirect interest in any assets which have, since 31 December 2010, being the date to which
the latest published audited financial statements of the Group were made up, been acquired
or disposed of by or leased to any member of the Enlarged Group or are proposed to be

acquired or disposed of by or leased to any member of the Enlarged Group; and
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10.

11.

(c) none of B.I. Appraisals Limited, CIMB and Deloitte Touche Tohmatsu were materially
interested in any subsisting contract or arrangement entered into by any member of the
Enlarged Group since 31 December 2010, being the date to which the latest published
audited financial statements of the Group were made up, and which was significant in

relation to the business of the Enlarged Group.

CONSENTS

B.I. Appraisals Limited, CIMB and Deloitte Touche Tohmatsu have given and have not
withdrawn their written consents as to the issue of this circular with the inclusion herein of their
respective opinions or letters and/or reference to their names, opinions or letters in the form and

context in which they respectively appear.

COMPETING BUSINESS

As at the Latest Practicable Date, none of the Directors nor his associates was interested in any
business apart from the business of the Enlarged Group, which competes or is likely to compete,

either directly or indirectly, with that of the Enlarged Group.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the offices of the
Company in Hong Kong at Suite 6406, 64th Floor, Central Plaza, 18 Harbour Road, Wanchai,
Hong Kong during normal business hours from 30 September 2011 up to and including 14
October 2011 and at the EGM:

(1)  the memorandum and articles of association of the Company;

(2)  the annual reports of the Group for the two financial years ended 31 December 2010;

(3) the accountants’ report of Travel Investment and its subsidiaries prepared by Deloitte
Touche Tohmatsu for each of the three years ended 31 December 2010 and the five
months ended 31 May 2011 as set out in Appendix II to this circular;

(4)  the accountants’ report of Huandao Gold prepared by Deloitte Touche Tohmatsu for each

of the three years ended 31 December 2010 and the five months ended 31 May 2011 as

set out in Appendix III to this circular;
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12.

(5) the report issued by Deloitte Touche Tohmatsu in connection with the unaudited pro
forma statement of assets and liabilities of the Enlarged Group as set out in Appendix IV
to this circular;

(6)  the property valuation report issued by B.I. Appraisals Limited in relation to the property
interests to be acquired by the Group as set out in Appendix V to this circular;

(7)  copies of material contracts referred to in the paragraph headed ‘“Material contracts” in
this appendix;

(8)  the written consents of B.I. Appraisals Limited, CIMB and Deloitte Touche Tohmatsu
referred to in the paragraph headed “Consents” in this appendix;

(9) the Second SP Agreement;

(10) the circular of the Company dated 21 January 2011; and

(11) this circular.

MISCELLANEOUS

(1)  The registered and head office of the Company is located at Suite 6406, 64th Floor,
Central Plaza, 18 Harbour Road, Wanchai, Hong Kong.

(2)  The share registrar and transfer office of the Company is Computershare Hong Kong
Investor Services Limited at 46th Floor, Hopewell Centre, 183 Queen’s Road East, Wan
Chai, Hong Kong.

(3) The company secretary of the Company is Mr. Hui Lap Tak, a practicing solicitor

in Hong Kong and an associate member of the Institute of Chartered Secretaries and
Administrators, an associate member of the Hong Kong Institute of Chartered Secretaries

and an ordinary member of the Hong Kong Securities Institute.
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\//\EJCT\\)\)
v
CHINA CHENGTONG DEVELOPMENT GROUP LIMITED
HEHBEREREEARAT

(Incorporated in Hong Kong with limited liability)
(Stock Code: 217)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (“Meeting”) of China
Chengtong Development Group Limited (“Company”) will be held at Plaza 3, Lower Lobby, Novotel
Century Hong Kong, 238 Jaffe Road, Wanchai, Hong Kong, on Tuesday, 18 October 2011 at 10:00

a.m., for the purpose of considering and, if thought fit, passing the following resolution which will be

proposed as an Ordinary Resolution of the Company:

ORDINARY RESOLUTION

“THAT

(@)

(b)

©

the sale and purchase agreement dated 27 July 2011 and entered into between China Chengtong
Hong Kong Company Limited (“CCHK”) as vendor, the Company as purchaser, and China
Chengtong Holdings Group Limited (“CCHG”) as vendor’s warrantor, as supplemented by the
supplemental agreement dated 29 August 2011 and entered into between the Company, CCHK
and CCHG (“Acquisition Agreement”) in relation to the acquisition by the Company of the
entire issued share capital of a company incorporated in the British Virgin Islands pursuant to
the Acquisition Agreement (copy of which has been produced to the meeting marked “A” and
initialed by the chairman of the meeting for the purpose of identification) and all transactions

contemplated thereby be and are hereby approved;

the issue of the Consideration Shares (as defined in the circular of the Company dated 30
September 2011 (“Circular”) (a copy of which has been produced to the meeting marked “B”
and initialed by the chairman of the meeting for the purpose of identification)) as set out in the

Circular on and subject to the terms of the Acquisition Agreement, be and is hereby approved;
the directors of the Company (“Directors”) be and are hereby authorised, for and on behalf of

the Company, to take all steps necessary or expedient in their opinion to implement and/or give

effect to the terms of the Acquisition Agreement; and
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(d)

the Directors be and are hereby authorised, for and on behalf of the Company, to execute all
such other documents, instruments and agreements and to do all such acts or things deemed by
them to be incidental to, ancillary to or in connection with the matters contemplated under the
Acquisition Agreement and to agree to any amendment to any of the terms of the Acquisition
Agreement which in the opinion of the Directors is not of a material nature and is in the

interests of the Company.”

By order of the board of Directors
China Chengtong Development Group Limited
Wang Hongxin

Managing Director

Hong Kong, 30 September 2011

Registered office:
Suite 6406, 64th Floor
Central Plaza

18 Harbour Road
Wanchai

Hong Kong

Notes:

1.

A member of the Company entitled to attend and vote at the Meeting is entitled to appoint a proxy or proxies to
attend and vote in his stead. If more than one proxy is so appointed, the appointment shall specify the number
and class of shares in respect of which each such proxy is appointed. A proxy need not be a member of the
Company. In case of a joint holding, the form of proxy may be signed by any joint holder, but if more than one
joint holder is present at the Meeting, whether in person or by proxy, that one of the joint holders whose name
stands first on the register of members in respect of the relevant joint holding shall alone be entitled to vote in
respect thereof.

To be valid, the form of proxy together with any power of attorney or other authority, if any, under which
it is signed or a notarially certified copy of that power of attorney or authority must be deposited with the
Company’s share registrar of the Company, Computershare Hong Kong Investor Services Limited at 17M
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong no later than 48 hours before the time
appointed for holding the Meeting or any adjournment thereof.

Completion and return of the accompanying form of proxy will not preclude members of the Company from
attending and voting in person at the Meeting or any adjournment thereof should they so wish.

Delivery of a form of proxy should not preclude a shareholder from attending and voting in person at the
Meeting or any adjournment thereof and in such event, the form of proxy shall be deemed to be revoked.

Voting by poll

The above resolution will be voted by way of poll as required by the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

As at the date of this notice, the executive Directors are Mr. Zhang Guotong, Mr. Yuan Shaoli,

Mr. Wang Hongxin and Mr. Wang Tianlin; and the independent non-executive Directors are
Mr. Kwong Che Keung, Gordon, Mr. Tsui Yiu Wa, Alec and Mr. Ba Shusong.
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