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DEFINITIONS

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

the following meanings:

“Acquired Group”

“Acquisition”

“acting in concert”

“Anglo Chinese”

“Announcement”

“associate(s)”

“Beijing Tianranju”

“Board”

“Bondholder(s)”

“Bond Issue Date”

“Bond Maturity Date”

“Business Day”

Tianranju, Tianhe and their respective subsidiaries

the acquisition by the Company of the Sale Shares
pursuant to the terms of the S&P and Subscription
Agreement

has the meaning ascribed to it under the Takeovers
Code

Anglo Chinese Corporate Finance, Limited, a licensed
corporation to carry out Types 1, 4, 6 and 9 regulated
activities under the SFO, being the independent
financial adviser to the Independent Board Committee
and the Independent Shareholders in relation to the
Acquisition, the Subscription, the issue of the
Convertible Bonds, the allotment and issue of the
Consideration Shares and the Conversion Shares, the
Whitewash Waiver, the Loan Agreement, the Entrusted
Loan Agreement and the Master Lease Agreement

the announcement made by the Company dated 6
September 2012

has the meaning ascribed to it under the Listing Rules

A RAAERHHLABRA T (Beijing Tianranju Technology
Co., Ltd*), a company established in the PRC and is
wholly owned by Hubei Tianranju

the board of Directors

holder(s) of the Convertible Bonds, including all the
subsequent transferee(s) of the Convertible Bonds

the date on which the Convertible Bonds are issued,
being the Completion Date

the date falling on the fifth anniversary of the Bond
Issue Date

means any day (other than a Saturday, Sunday, a public
holiday or a day on which typhoon signal no. 8 or
above or a “black” rainstorm warning is hoisted in
Hong Kong) on which banks in Hong Kong are open
for business
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“Company”

“Completion”

“Completion Date”

“connected person”

“Consideration Convertible
Bonds”

“Consideration Shares”

“Conversion Date”

“Conversion Period”

“Conversion Shares”

“Convertible Bonds”

“Director(s)”

EC-Founder (Holdings) Company Limited (J51FE#f5

(PEf) FiFR A ®]*), a company incorporated in Bermuda
with limited liability, the shares of which are listed on
the Main Board of the Stock Exchange

completion of the Acquisition and the Subscription in
accordance with the terms of the S&P and Subscription
Agreement

the date of Completion, being the third business day
following the fulfillment (or waiver thereof) of the
conditions precedent or such other date as the parties to
the S&P and Subscription Agreement may agree in
writing

has the meaning ascribed to it under the Listing Rules

convertible bonds with terms identical to Subscription
Convertible Bonds in the aggregate principal amount of
HK$310 million to be issued on the Completion Date
in partial satisfaction of the consideration for the
Acquisition

527,906,976 new Shares to be issued to the Vendor at
the issue price of HK$0.43 on the Completion Date in
partial satisfaction of the consideration for the
Acquisition

a day when the conversion rights attaching to the
Convertible Bonds are exercised which, unless
otherwise provided in the terms and conditions of the
Convertible Bonds, shall be deemed to be the second
business day immediately following the date of service
of the relevant notice of conversion together with the
relevant Convertible Bond certificate

the period commencing from the business day
immediately after two months of the Bond Issue Date
and ending on the Bond Maturity Date, both dates
inclusive

new Shares to be allotted and issued upon any
conversion of the Convertible Bonds

the Consideration Convertible Bonds and the
Subscription Convertible Bonds

the directors of the Company
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“Enlarged Group”

“Entrusted Loan”

“Entrusted Loan Agreement”

“Executive”

“Ezhou Jinfeng”

“Founder Finance”

“Founder International Building”

“GFA”
“Group”

“Hubei Tianranju”

“Hubei Tianranju Group”

the Group as enlarged by the Acquisition

the entrusted loan with principal amount of
RMB250,000,000 provided by PKU Resource (through
Founder Finance) to Kunshan Hi-Tech under the Loan
Agreement and the Entrusted Loan Agreement

the entrusted loan agreement dated 5 July 2012 entered
into between Founder Finance and Kunshan Hi-Tech in
respect of the Entrusted Loan

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

SR G M i BB IR /AF]  (Ezhou Jinfeng Property
Development Co., Limited*), a company established in
the PRC and is owned as to 95% by Tianhe Property

e R I IEE B BB A BRA R (PKU Founder Group Finance
Co., Ltd.*), a company established in the PRC and a
subsidiary of Peking Founder

Founder International Building (J71EEIFEKNE), situated
at No 52, North Fourth Ring Road West, Haidian
District, Beijing, the PRC  (dtxt i e b ro B vo i
52%%)

gross floor area

the Company and its subsidiaries

WAL KR E 3 B AR A W (Hubei  Tianranju
Business =~ Management  Limited*), a  company
established in the PRC and is wholly-owned by
Tianranju

Hubei Tianranju and its subsidiaries
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“Independent Board Committee”

“Independent Shareholders”

“Kunshan Hi-Tech”

“Latest Practicable Date”

“Land Use Rights”

“Last Trading Day”

“LCH”

“Listing Rules”

“Loan Agreement”

an independent committee of the Board comprising Mr
Li Fat Chung, Ms Wong Lam Kit Yee and Ms Cao
Qian, the independent non-executive Directors,
established for the purpose of advising the Independent
Shareholders on the Acquisition, the Subscription, the
issue of the Convertible Bonds, the allotment and issue
of the Consideration Shares and the Conversion Shares,
the Whitewash Waiver, the Loan Agreement, the
Entrusted Loan Agreement and the Master Lease
Agreement

the Shareholders other than the Vendor, parties acting
in concert with it and those who are involved in or
interested in the relevant resolutions to be approved at
the SGM

B v B3 7 2l A1 2 A 3B R AT PR W] (Kunshan Hi-Tech
Electronic Arts Creative Industry Development Co., Ltd.*),
a company established in the PRC and is owned by Hubei
Tianranju as to 51%

13 November 2012, being the latest practicable date
prior to the despatch of this circular for the purpose of
ascertaining certain information contained herein

the land use rights over two parcels of land with a total
area of 288,518 square meters owned by Kunshan
Hi-Tech, both of which are situated at the south of
Yingbin Road and the west of Hongqi Road, Bacheng
Town, Kunshan city, Jiangsu province, the PRC

23 August 2012, being the last day on which the Shares
were traded on the Stock Exchange pending the release
of the Announcement

LCH (Asia-Pacific) Surveyors Limited, the independent
property valuer

the Rules Governing the Listing of Securities on the
Stock Exchange

the loan agreement dated 6 May 2012 entered into
between Kunshan Hi-Tech and PKU Resource, pursuant
to which PKU Resource would, subject to certain
conditions, entrust Founder Finance to provide a
one-year term loan in the sum of RMB250,000,000 to
Kunshan Hi-Tech
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“Master Lease Agreement”

“Peking Founder”

“Peking Founder Group”

“PKU Resource”

“PRC” or “China”

“S&P and Subscription
Agreement”

“Sale Shares”

“SFC”

“SFO”

“SGM”

“Share(s)”

“Shareholder(s)”

a master lease agreement dated 28 August 2012 entered
into between the Company and Peking Founder in
relation to the lease of certain commercial premises in
Founder International Building

AR EEBARAR  (Peking  University  Founder
Group Co., Ltd.*), a company established in the PRC
with limited liability

Peking Founder, its subsidiaries and any company
owned as to 30% or more by Peking Founder

R EWHEEBMAMR AR (Peking University Resource
Group Co., Ltd.*), a company established in the PRC
with limited liability and a subsidiary of Jt k& E&&E4
FRAT (Peking University Asset Management Company
Limited*), the holding company of Peking Founder

the People’s Republic of China

the sale and purchase and subscription agreement dated
23 August 2012 and entered into among the Company
and the Vendor in relation to the Acquisition and the
Subscription

means the 19,822,000 shares in Tianranju representing
the entire issued shares in Tianranju and 10,000 shares
in Tianhe representing the entire issued shares in
Tianhe, all of which are legally and beneficially owned
by the Vendor as at the Latest Practicable Date

Securities and Futures Commission

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

the special general meeting of the Company to be held
on 5 December 2012 to approve, among other things,
the Acquisition, the Subscription, the issue of the
Convertible Bonds and the allotment and issue of the
Consideration Shares and the Conversion Shares, the
Whitewash Waiver, the Loan Agreement, the Entrusted
Loan Agreement and the Master Lease Agreement

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

holder(s) of Share(s)
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“Share Option Scheme”

“Stock Exchange”

“Subscription”

“Subscription Convertible Bonds”

“Takeovers Code”

“Tianhe”

“Tianhe Group”

“Tianhe Property”

“Tianhe Property Group”

“Tianranju”

“Tianranju Group”

“Whitewash Waiver”

*  For identification purpose only

the share option scheme of the Company adopted on 24
May 2002

The Stock Exchange of Hong Kong Limited

the subscription by the Vendor of the Subscription
Convertible Bonds pursuant to the terms of the S&P
and Subscription Agreement

convertible bonds with terms identical to Consideration
Convertible Bonds in aggregate principal amount of
HK$62 million to be issued by the Company to the
Vendor on the Completion Date at a consideration of
HK$62 million

the Hong Kong Code on Takeovers and Mergers

Hong Kong Tianhe Holdings Limited, a company
incorporated in Hong Kong which is wholly-owned by
the Vendor as at the Latest Practicable Date

Tianhe and its subsidiaries

REHEsE AR /A R  (Tianhe Property Development
Limited*), a company established in the PRC and is
owned as to 90% by Tianhe

Tianhe Property and Ezhou Jinfeng

Hong Kong Tianranju Holdings Limited, a company
incorporated in Hong Kong which is wholly-owned by
the Vendor as at the Latest Practicable Date

Tianranju and its subsidiaries

a waiver from the Executive pursuant to Note 1 on
Dispensations from Rule 26 of the Takeovers Code to
waive the obligation of the Vendor to make a
mandatory offer for all the Shares not already owned or
agreed to be acquired by the Vendor and parties acting
in concert with it under Rule 26 of the Takeovers Code
as a result of the issue of the Consideration Shares



DEFINITIONS

“Vendor”

“RMB”

“HK$”

Founder Information (Hong Kong) Limited, a company
incorporated in Hong Kong with limited liability, which
is owned as to 96.92% by Peking Founder as at the
Latest Practicable Date and the controlling Shareholder

means Renminbi, the lawful currency of the PRC

means Hong Kong dollars, the lawful currency of Hong
Kong



LETTER FROM THE BOARD

ﬂ EC-FOUNDER (HOLDINGS) COMPANY LIMITED

RIERG(ER)BIRZE]

(Incorporated in Bermuda with limited liability)
(Stock Code: 00618)

Executive Directors: Registered Office:
Mr Zhang Zhao Dong (Chairman) Canon’s Court
Mr Chen Cheng (President) 22 Victoria Street
Mr Xia Yang Jun Hamilton HM12
Mr Xie Ke Hai Bermuda

Mr Zheng Fu Shuang
Principal Place of Business

Independent non-executive Directors in Hong Kong:

Mr Li Fat Chung Unit 1408

Ms Wong Lam Kit Yee 14th Floor

Ms Cao Qian Cable TV Tower
9 Hoi Shing Road
Tsuen Wan
New Territories
Hong Kong

16 November 2012

Dear Sir or Madam,

(1) VERY SUBSTANTIAL ACQUISITION AND CONNECTED TRANSACTIONS:
ACQUISITION OF TIANRANJU AND TIANHE AND ISSUE OF
CONSIDERATION SHARES AND CONVERTIBLE BONDS
(2) WHITEWASH WAIVER
(3) CONTINUING CONNECTED TRANSACTIONS:

LOAN AGREEMENT AND ENTRUSTED LOAN AGREEMENT
(4) CONTINUING CONNECTED TRANSACTIONS:

MASTER LEASE AGREEMENT

1. INTRODUCTION

Reference is made to the Announcement in relation to the Acquisition, the Subscription,
the issue of the Convertible Bonds, the allotment and issue of the Consideration Shares and
the Conversion Shares, the Whitewash Waiver, the transactions contemplated under the Loan
Agreement, the Entrusted Loan Agreement and the Master Lease Agreement.

The purpose of this circular is (i) to provide you with, amongst other things, further
information relating to the Acquisition, the Subscription, the issue of the Convertible Bonds,
the allotment and issue of the Consideration Shares and the Conversion Shares, the
Whitewash Waiver, the transactions contemplated under the Loan Agreement, the Entrusted

*  For identification purpose only
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Loan Agreement and the Master Lease Agreement; (ii) to set out the recommendation of the
Independent Board Committee to the Independent Shareholders; (iii) to give you a notice of
the SGM to approve the Acquisition, the Subscription, the issue of the Convertible Bonds,
the allotment and issue of the Consideration Shares and the Conversion Shares, the
Whitewash Waiver, the transactions contemplated under the Loan Agreement, the Entrusted
Loan Agreement and the Master Lease Agreement; and (iv) to provide you with other
information as required under the Listing Rules and the Takeovers Code.

2.  VERY SUBSTANTIAL ACQUISITION AND CONNECTED TRANSACTIONS:
ACQUISITION OF TIANRANJU AND TIANHE AND ISSUE OF
CONSIDERATION SHARES AND CONVERTIBLE BONDS

After trading hours on 23 August 2012, the Company and the Vendor entered into the
S&P and Subscription Agreement, pursuant to which the Company has conditionally agreed
to (i) purchase the Sale Shares from the Vendor for a total consideration of HK$537 million,
which will be satisfied by the issue of the Consideration Shares and the Consideration
Convertible Bonds; and (ii) issue the Subscription Convertible Bonds to the Vendor at the
consideration of HK$62 million.

The S&P and Subscription Agreement
Date

23 August 2012

Parties
Purchaser : The Company
Vendor :  Founder Information (Hong Kong) Limited

Assets to be acquired

The Sale Shares represent (i) 100% of the issued shares in Tianranju; and (ii)
100% of the issued shares in Tianhe. As at the Latest Practicable Date, all the legal and
beneficial interest of the Sale Shares are owned by the Vendor. Tianranju was
incorporated by the Vendor on 7 October 2010, with an initial capital of HK$10,000. In
December 2011, the Vendor injected additional capital of HK$19,812,000 to Tianranju.
Tianhe was incorporated by the Vendor on 6 October 2010, with an initial capital of
HK$10,000. On 18 September 2012, the Vendor injected additional capital of
HK$100,341,000 to Tianhe.

Tianranju is directly interested in 100% of the equity interests in Hubei Tianranju
and indirectly interested in (i) 51% of the equity interests in Kunshan Hi-Tech; and (ii)
100% of the equity interests in Beijing Tianranju. Tianhe owns 90% of the equity
interests in Tianhe Property which in turn owns 95% of the equity interests in Ezhou
Jinfeng.
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Set out below is the chart showing the shareholding structure of the Company and

the Acquired Group prior to the Completion:

Peking Founder

| 96.92%
Vendor
32.84% 100% | 100% ‘Wuhan Zheng Xin
State-owned
Company Tianranju Tianhe Assets Maﬁagement
Limited
(Note)
Kunshan 100% | 90%
Industrial Assets 0,
M t Limited  Tianrani . 10%
anagement Hubei Tianranju Tianhe Property
(Note) ‘Wuhan Ao Sheng
Real Estate
19% | 51% 100% 95% Development Limited
(Note)
30%
Kunshan Hi-Tech Beijing Tianranju Ezhou Jinfeng —l
5%

Note: Each of these entities and their respective ultimate beneficial owners are third parties independent of
the Company and its connected persons. Further, each of these entities does not hold any Shares or
other relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code) of the Company.

Set out below is the chart showing the shareholding structure of the Company

upon Completion:

Peking Founder
| 96.92%
Vendor
| 54.54%
Company
| 100% | 100% Wuhan Zheng Xin
State-owned
Tianranju Tianhe Assets Management
Limited
(Note)
Kunshan | 100% | 90%
Industrial Assets 10%
Management Limited Hubei Tianranju Tianhe Property -
(Note) Wuhan Ao Sheng
| Real Estate
19% | | 519% 100% 95% Development Limited
(Note)
30%
Kunshan Hi-Tech Beijing Tianranju Ezhou Jinfeng

5%

Note: Each of these entities and their respective ultimate beneficial owners are third parties independent of
the Company and its connected persons. Further, each of these entities does not hold any Shares or
other relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code) of the Company.

The Acquisition will not result in a change of control of the Company.

—10 =
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Consideration

The total consideration for the Acquisition is HK$537 million, which will be
satisfied by the issue of the Consideration Shares as to HKS$227 million and
Consideration Convertible Bonds as to HK$310 million. The consideration was
determined among the parties after arm’s length negotiations and taking into
consideration, among other things, the consolidated net assets values of the Acquired
Group after adjusting for the valuation of the properties owned by the Acquired Group
and the proposed capital injection of RMBS82 million by the Vendor into Tianhe before
the Completion Date. For the valuation of the properties owned by the Acquired Group
as at 31 August 2012, please refer to Appendix V to this circular.

Out of the total consideration of HK$537 million for the Acquisition,
approximately HK$215 million and HK$322 million were attributable to Tianranju and
Tianhe respectively. The Directors (including the independent non-executive Directors)
are of the view that the consideration for the Acquisition is fair and reasonable and in
the interests of the Company and the Shareholders as a whole.

Conditions precedent
Completion shall be conditional upon the fulfilment of the following conditions:

(a) the passing by the Independent Shareholders of all necessary resolutions at
the SGM approving the S&P and Subscription Agreement, the transactions
contemplated under the S&P and Subscription Agreement, the Whitewash
Waiver, the Loan Agreement and the Entrusted Loan Agreement;

(b) the Listing Committee of the Stock Exchange having granted the listing of,
and permission to deal in, the Consideration Shares and the Conversion
Shares;

(c) the Executive having granted the Whitewash Waiver;

(d) all other requisite consents, authorisations and approvals (or, as the case may
be, the relevant waiver) in connection with the entering into and
performance of the terms of the S&P and Subscription Agreement having
been obtained by the Vendor, Tianranju and Tianhe;

(e) the Vendor injecting a sum of RMB82,000,000 to Tianhe as capital;

(f) (i) the charge dated 28 January 2011 entered into by Tianhe Property in
favour of Shengjing Bank Co. Ltd (Beijing Branch) (Contract No.:
1010119111000001) and (ii) the charge dated 28 January 2011 entered into
by Ezhou Jinfeng in favour of Shengjing Bank Co. Ltd. (Beijing Branch)
(Contract No.: 1010119111000002) having been released;

—11 =
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(g) the warranties in the S&P and Subscription Agreement remaining true,
accurate and complete in all respects and not misleading in any respect as at
Completion;

(h) the Company being satisfied that there has been no material adverse change
as at Completion;

(i) no breach of obligations and undertakings given by the Vendor hereunder to
be performed before Completion having occurred; and

(j) the Company being satisfied with its due diligence on the Acquired Group.

The Company may in its absolute discretion waive any of the above conditions
precedent or any part of a condition precedent (other than the conditions precedent
labelled (a), (b), (c), (e) and (f) above) at any time by notice in writing to the Vendor.
Such waiver is without prejudice to the Vendor’s obligations to satisfy, as soon as
possible after Completion, any waived conditions precedent (or part of any condition
precedent), whereas the conditions precedent labeled (a), (b), (c), (e) and (f) above are
not waiveable by any party and therefore if any of the conditions labelled (a), (b), (c),
(e) and (f) cannot be fulfilled on or before 31 January 2013 (or such other date as the
parties to the S&P and Subscription Agreement may agree in writing), the Acquisition
shall lapse. The Company will only exercise its right to waive such condition (other
than (a), (b), (c), (e) and (f)) if it is fair and reasonable and in the interests of the
Company and the Shareholders. The Company currently has no intention to waive any
of such conditions. As at the Latest Practicable Date, conditions (e) and (f) have been
fulfilled.

The Vendor shall use its best endeavours to procure the fulfilment of the aforesaid
conditions precedent (except the conditions precedent labelled (a) and (b) above which
shall be fulfilled by the Company) on or before 31 January 2013 (or such other date as
the parties to the S&P and Subscription Agreement may agree in writing). As soon as
any condition precedent (other than the conditions precedent labelled (g), (h), (i) and
() to be fulfilled or waived before Completion) have been fully satisfied (or waived),
as the case may be, the Vendor shall give written notice of the same to the Company.

In the event that not all of the conditions precedent are fulfilled, or waived, as the
case may be, by the Company pursuant to the terms of the S&P and Subscription
Agreement by 31 January 2013 (or such other date as the parties to the S&P and
Subscription Agreement may agree in writing), then the Company shall not be bound to
proceed with the Acquisition and the Subscription and the Company shall be entitled to
terminate the S&P and Subscription Agreement by notice in writing to the Vendor.
Upon termination, the parties to the S&P and Subscription Agreement shall be released
and discharged from their respective obligations under the S&P and Subscription
Agreement, except as otherwise provided in the S&P and Subscription Agreement, any
cause of action accrued or any liability arising before or in relation to such termination
shall continue notwithstanding such termination.

—12 —
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Completion

Completion shall take place on the Completion Date, being the third Business Day
following the fulfilment (or waiver thereof) of the conditions precedent or such other
date as the parties to the S&P and Subscription Agreement may agree in writing.

Except for the charge over the Land Use Rights used to secure the entrusted loan
under the Loan Agreement and the Entrusted Loan Agreement described below, the
Directors expect that all assets and shares of the Acquired Group will be free from all
encumbrances at Completion.

Consideration Shares

Upon Completion, the Company shall issue 527,906,976 new Shares to the Vendor
at the issue price of HK$0.43 per Share in partial settlement of the consideration for
the Acquisition. The Consideration Shares represent approximately 47.73% of the
issued share capital of the Company as at the Latest Practicable Date and
approximately 32.31% of the issued share capital of the Company as enlarged by the
allotment and issue of the Consideration Shares (assuming no further Shares will be
allotted and issued prior to the issue of the Consideration Shares). The issue price for
each Consideration Share represents:

(i) a premium of approximately 22.86% over the closing price per Share of
HK$0.35 as quoted on the Stock Exchange on the Latest Practicable Date;

(ii) the closing price per Share of HK$0.43 as quoted on the Stock Exchange on
the Last Trading Day;

(iii) the average closing price per Share of approximately HK$0.43 as quoted on
the Stock Exchange for the last five consecutive trading days up to and
including the Last Trading Day;

(iv) a discount of approximately 3.70% to the average closing price per Share of
approximately HK$0.4465 as quoted on the Stock Exchange for the last ten
consecutive trading days up to and including the Last Trading Days;

(v) a premium of approximately 40.07% over the audited consolidated net assets
value attributable to the Shareholders per Share of approximately HK$0.307
as at 31 December 2011;

(vi) a premium of approximately 58.09% over the unaudited consolidated net
assets value attributable to the Shareholders per Share of approximately
HK$0.272 as at 30 June 2012; and

(vii) a discount of approximately 23.89% to the unaudited pro-forma consolidated
net assets value attributable to the Shareholders per Share of approximately
HK$0.565 as at 31 December 2011.

— 13 —
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The Consideration Shares rank pari passu in all respects with other issued Shares

on the Completion Date.

Principal terms of the Convertible Bonds

Pursuant to the S&P and Subscription Agreement, the Company will issue to the
Vendor, at Completion, (i) the Consideration Convertible Bonds, in partial settlement of
the consideration for the Acquisition; and (ii) the Subscription Convertible Bonds to the
Vendor at the consideration of HK$62 million. The gross and net proceeds of the
Subscription are both HK$62 million. The terms and conditions of the Convertible
Bonds have been negotiated between the Company and the Vendor on an arm’s length
basis. The following sets out the principal terms of the Convertible Bonds:

Issuer:

Aggregate principal amount:

Interest:

Maturity date:

Conversion right:

The Company

HK$310 million for the Consideration Convertible
Bonds and HK$62 million for the Subscription
Convertible Bonds

The Convertible Bonds shall not bear any interest

The date falling on the fifth anniversary of the
issue of the Convertible Bonds

Subject to and upon compliance with the terms
and conditions of the Convertible Bonds and all
regulatory  requirements  (including  without
limitation the Takeovers Code and the Listing
Rules), each Bondholder shall have the right, at
the sole option of such Bondholder, at any time
during the Conversion Period to convert the
Convertible Bonds held by such Bondholder in
whole, or in any part representing at least
HK$1,000,000 of the outstanding principal amount
of the Convertible Bonds into the Conversion
Shares, calculated for each conversion to be the
greatest number of Shares, disregarding fractions,
obtainable by dividing the aggregate principal
amount of the Convertible Bonds to be converted
by the conversion price of HK$0.43 per
Conversion Share, by giving two Business Days’
notice (such notice, once given, may not be
withdrawn without the consent in writing of the
Directors). Each Bondholder shall not convert the
Convertible Bonds which will cause the Company
to be unable to meet the public float requirements
as required under Rule 8.08 of the Listing Rules
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Conversion Shares:

or will result in a change of control (as defined in
the Takeovers Code) in the Company. The
Bondholder shall take all necessary steps to
ensure the public float requirements under Rule
8.08 of the Listing Rules be complied with before
such conversion and there be no change of control
(as defined in the Takeovers Code) in the
Company. If conversion of the Convertible Bonds
on the Bond Maturity Date will result in the
non-compliance with the public float requirements
as required under Rule 8.08 of the Listing Rules
or will result in a change of control (as defined in
the Takeovers Code) in the Company, the Bond
Maturity Date shall be extended to a further five
year period automatically with all other terms and
conditions of the Convertible Bonds remaining the
same. For avoidance of doubt, such extension of
the Bond Maturity Date shall repeat until
conversion of the Convertible Bonds on the
extended Bond Maturity Date will neither result in
the non-compliance with the public float
requirements as required under Rule 8.08 of the
Listing Rules nor will result in a change of
control (as defined in the Takeovers Code) in the
Company. In other words, the Company is entitled
to disallow conversion under the terms of the
Convertible Notes if such conversion will cause
the Company unable to meet the public float
requirements as required under Rule 8.08 of the
Listing Rules or will result in a change of control
(as defined in the Takeovers Code) of the
Company.

The Conversion Shares shall be allotted and
issued pursuant to the specific mandate to be
sought at the SGM, and shall rank pari passu with
the Shares in issue on the Conversion Date,
except that they shall not be entitled to receive
any dividend, distribution or entitlement declared,
paid or made by reference to a record date prior
to the relevant Conversion Date.
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Conversion price:

Upon conversion in full of the Convertible Bonds,
an aggregate of 865,116,278 Conversion Shares
will be issued, representing approximately 78.22%
of the issued share capital of the Company as at
the Latest Practicable Date and approximately
34.62% of the issued share capital of the
Company as enlarged by the allotment and issue
of the Conversion Shares (assuming no further
Shares will be allotted and issued prior to such
conversion except for the Consideration Shares).

HK$0.43 per Conversion Share which, for the
avoidance of doubt, shall be subject to adjustment
provided in the Convertible Bonds. The
conversion price represents:

(i) a premium of approximately 22.86% over the
closing price per Share of HKS$0.35 as
quoted on the Latest Practicable Date;

(ii) the closing price per Share of HK$0.43 as
quoted on the Stock Exchange on the Last
Trading Day;

(iii) the average closing price per Share of
approximately HKS$0.43 as quoted on the
Stock Exchange for the last five consecutive
trading days up to and including the Last
Trading Day;

(iv) a discount of approximately 3.70% to the
average closing price per Share of
approximately HK$0.4465 as quoted on the
Stock Exchange for the last ten consecutive
trading days up to and including the Last
Trading Day;

(v) a premium of approximately 40.07% over the
audited consolidated net assets value
attributable to the Shareholders per Share of
approximately HK$0.307 as at 31 December
2011,

(vi) a premium of approximately 58.09% over the
unaudited consolidated net assets value
attributable to the Shareholders per Share of
approximately HK$0.272 as at 30 June 2012;
and
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Conversion period:

Redemption:

(vii) a discount of approximately 23.89% to the
unaudited pro-forma consolidated net assets
value attributable to the Shareholders per
Share of approximately HK$0.565 as at 31
December 2011.

The conversion price of the Convertible Bonds
was determined based on arm’s length
negotiations between the Company and the Vendor
with reference to the prevailing market prices of
the Shares as quoted on the Stock Exchange.

The period commencing from the Business Day
immediately after two months of the Bond Issue
Date and ending on the Bond Maturity Date, both
dates inclusive.

Unless previously redeemed, converted or
purchased and cancelled, the Company shall
redeem each Convertible Bond then outstanding at
a value equal to the aggregate principal amount
then outstanding on the Bond Maturity Date by
issuing Shares to the Bondholder at the
conversion price of HKS$0.43 per Conversion
Share, subject to adjustment provided in the
Convertible Bonds.

The Company shall, on the occurrence of any
event of default (as specified in the terms and
conditions of the Convertible Bonds), redeem all
the Convertible Bonds then outstanding at a value
equal to the aggregate of the principal amount
outstanding under the Convertible Bonds by
issuing Shares to the Bondholder at the
conversion price of HK$0.43 per Conversion
Share, subject to adjustment provided in the
Convertible Bonds. In the event that such
conversion will result in the non-compliance with
the public float requirements as required under
Rule 8.08 of the Listing Rules or will result in a
change of control (as defined in the Takeovers
Code) in the Company, the Company has no
obligation to issue Shares to the Bondholder until
the public float requirements can be met and there
will be no change of control (as defined in the
Takeovers Code) in the Company upon such
conversion. Except as otherwise provided, the
Convertible Bonds shall not be redeemed or
repaid prior to the Bond Maturity Date.
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Ranking:

Transferability:

Voting rights:

Listing:

Covenants in relation to the
conversion rights:

The  Convertible Bonds constitute  direct
unconditional, unsubordinated and unsecured
obligations of the Company and rank at least pari
passu and rateably without preference (with the
exception of obligations in respect of taxes and
certain other statutory exceptions) equally with all
other present and future unsubordinated and
unsecured obligations of the Company.

The Convertible Bonds shall not be transferable
without prior written consent of the Company.

The Convertible Bonds shall not confer on the
Bondholder(s) the right to vote at any general
meetings of the Company.

The Convertible Bonds will not be listed on the
Stock Exchange or any other stock exchange.

So long as any Convertible Bond shall remain
convertible the Company shall, unless with the
prior written approval of all the Bondholders,
among other things:

(a) not make any redemption of share capital,
share premium account or capital redemption
reserve involving any repayment to
Shareholders either in cash or in specie
(other than as contemplated under the S&P
and Subscription Agreement or to the
Shareholders having the right on a winding
up of the Company to return of capital in
priority to other Shareholders) or reduce any
uncalled liability in respect thereof;

(b) not issue or pay up any securities by way of
capitalisation of profits or reserves other
than (1) by the issue of fully paid Shares to
the Shareholders or (2) by the issue of
fully-paid share capital of the Company
(other than Shares) to the holders thereof of
the same class;
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Event of Default:

()

(d)

(a)

(b)

not in any way modify the rights attaching to
the Shares or create or issue or permit to be
in issue any other class of share capital of
the Company carrying any right to income or
capital which is more favourable in any
respect than the corresponding right
attaching to the Shares or attach any special
rights or privileges to any such other class of
the share capital of the Company provided
that nothing in this paragraph (c) shall
prevent any consolidation or sub-division of
the Shares; and

if an offer is made to all Shareholders (or all
Shareholders other than the offeror and/or
any offeror controlled by the Company and/
or persons acting in concert with the offeror)
to acquire all or a proportion of the Shares
forthwith give notice of such offer to the
Bondholders and use its reasonable
endeavours to procure that a like offer is
extended to the holders of any Shares
allotted or issued pursuant to the exercise by
Bondholders of their rights of conversion by
reference to a Conversion Date falling during
the period of such offer; publication of a
scheme of arrangement under the laws of
Bermuda or a voluntary arrangement under
any applicable law providing for the
acquisition by any person of the whole or
any part of the Shares shall be deemed to be
the making of an offer.

if there is a default in the performance or
observance by the Group of any obligations
set out in the Convertible Bonds and (except
where such failure is not capable of remedy)
such default shall continue for ten (10)
Business Days after written notice of such
default shall have been given to the
Company by the Bondholder;

if an order is made or an effective resolution
is passed for winding up, liquidation or
dissolution of the Company or any of its
subsidiaries;
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()

(d)

(e)

)

(2)

(h)

if the holder of any encumbrance takes
possession or a receiver is appointed of the
whole or material part of the assets or
undertaking of the Company and of its
subsidiaries;

if the Company or any of its subsidiaries
ceases or threatens to cease to carry on its
business or a part thereof which is a material
part of the business of the Group taken as a
whole;

if the Company or any of its subsidiaries is
unable to fulfil any of its obligations for or
in respect of its financial indebtedness as
and when they fall due or the Company or
any such subsidiary shall initiate or consent
to proceedings relating to itself under any
applicable bankruptcy, reorganisation or
insolvency law or make an assignment for
the benefit of, or enter into any composition
with, its creditors;

if the trading of the Shares on the Stock
Exchange is withdrawn or suspended other
than for a temporary suspension of trading
for a period of not more than 14 consecutive
Business Days;

if it shall become unlawful for the Company
to perform all or any of its obligations under
the Convertible Bonds or the Convertible
Bonds shall for any reason cease to be in
full force or effect or shall be declared to be
void or illegal by any court of competent
jurisdiction;

if there are any litigation, arbitration,
prosecution or other legal proceedings
outstanding for the time being against the
Company or any of its subsidiaries, or any
litigation, arbitration, prosecution or other
legal proceedings involving such amount are
threatened against the Company or any of its
subsidiaries, which may have a significant
financial impact on the Group and/or may
have a material adverse effect on the
operations or the financial position of the
Group taken as a whole; and
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Company’s undertakings:

(i) if any representation or warranty made or
deemed to be made by the Company in the
S&P and Subscription Agreement proves to
have been incorrect or misleading in any
material respect.

So long as any Convertible Bond shall remain
convertible the Company shall (among other
things) not effect any consolidation or
amalgamation with, or merger into any other
corporation, or any sale or transfer of all or
substantially all of the assets of the Company
without the written consent of the majority of
Bondholder(s) (such consent not to be
unreasonably withheld or delayed). In case of any
consolidation or amalgamation of the Company
with, or merger of Company into, any other
corporation (other than a consolidation or
amalgamation or merger in which the Company is
the continuing corporation), or in case of any sale
or transfer of all or substantially all of the assets
of the Group, the Company shall use its best
endeavours to cause the corporation formed by
such consolidation or amalgamation or the
corporation into which the Company shall have
been merged or the corporation which shall have
acquired such assets, as the case may be, to
execute with the holders of all Convertible Bonds
then outstanding a supplemental agreement
providing that the holder of each Convertible
Bond then outstanding shall have the right, during
the period such Convertible Bond shall be
convertible and to the full extent permitted by law
and regulations (including without limitation the
Takeovers Code and the Listing Rules), to convert
such Convertible Bond into the kind and amount
of shares or stock and other securities and
property receivable upon such consolidation,
amalgamation, merger, sale or transfer by a holder
of the number of Shares into which such
Convertible Bond might have been converted
immediately prior to such consolidation,
amalgamation, merger, sale or transfer provided
that such conversion shall not result in
non-compliance with the public float requirements
under Rule 8.08 of the Listing Rules for the
Company. Such provisions shall similarly apply to
successive consolidations, amalgamations,
mergers, sales or transfers.
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The conversion price for the Convertible Bonds will be subject to adjustment in
certain events as provided in the Convertible Bonds, a summary of which is set out

below:

(1)

(i1)

(ii)

@iv)

v)

(vi)

any alteration to the nominal value of the Shares as a result of consolidation,
subdivision or reclassification;

the issue of Shares by the Company credited as fully paid to Shareholders by
way of capitalization of profits or reserves (including any share premium
account), including Shares paid up out of distributable profits or reserves
and/or share premium account, except where the Shares are issued in lieu of
the whole or any part of a specifically declared cash dividend so long as
such declared dividend does not constitute a Capital Distribution (as defined
in sub-paragraph (iii) below);

the making or payment of dividend or distribution of cash or assets in specie
or other property by way of -capitalization of reserves (“Capital
Distribution”) to the Shareholders;

the issue of Shares to all or substantially all Shareholders as a class by the
Company by way of rights, or issue or grant to all or substantially all
Shareholders as a class, by way of rights, of options, warrants or other rights
to subscribe for or purchase any Shares, in each cases at less than the
average of the closing prices for Share for the five consecutive trading days
ending on the trading day immediately preceding such date (the “Current
Market Price”) per Share on the date of the announcement of the terms of
such issue or grant;

the issue of any securities (other than Shares or options, warrants or other
rights to subscribe or purchase Shares) to all or substantially all
Shareholders as a class by the Company, by way of rights, or the grant to all
or substantially all Shareholders as a class, by way of rights, of any options,
warrants or other rights to subscribe for or purchase any securities (other
than Shares or options, warrants or other rights to subscribe or purchase
Shares);

except for the issue of any share options under the Share Option Scheme or
the share option scheme dated 7 May 2001 and the issue of shares upon the
exercise of the share options granted under the Share Option Scheme or the
share option scheme dated 7 May 2001, the issue (otherwise than as
mentioned in sub-paragraph (v) above) by the Company wholly for cash of
any Shares (other than Shares issued on the exercise of rights under the
Convertible Bonds or on the exercise of any other rights of conversion into,
or exchange or subscription for, Shares) or the issue or grant of (otherwise
than as mentioned in sub-paragraph (v) above) options, warrants or other
rights to subscribe or purchase Shares in each case at a price per Share
which is less than of 80% of the Current Market Price on the date of
announcement of the terms of such issue;
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(vii) except in the case of an issue of securities arising from a conversion or
exchange of other securities in accordance with the terms applicable to such
securities themselves falling within the provisions of this sub-paragraph (vii),
the issue of any securities (other than the Convertible Bonds) by the
Company or any subsidiary which by their terms of issue carry rights of
conversion into, or exchange or subscription at a total effective consideration
per Share which is less than 80% of the Current market Price on the date of
the announcement of the terms of issue of such securities; and

(viii)any modification of the rights of conversion, exchange or subscription
attaching to any such securities mentioned above (other than in accordance
with the terms applicable to such securities) so that the consideration per
Share (for the number of Shares available on conversion, exchange or
subscription following the modification) is less than 80% of the Current
Market Price on the last dealing day preceding the date of announcement of
the proposals for such modification.

The Directors (including the independent non-executive Directors) consider that
the issue of the Consideration Convertible Bonds as part of the consideration for the
Acquisition and the issue of the Subscription Convertible Bonds for Subscription is fair
and reasonable and in the interests of the Company and the Shareholders as a whole.
The issue of the Consideration Convertible Bonds will pose less pressure on the cash
resources of the Company, which can otherwise be utilized for the Group’s general
working capital purposes. Besides, the proceeds from the Subscription is primarily
intended, but not restricted to be used for property development of the Acquired Group,
which provides additional working capital for the operation of the Group, especially for
the property business after completion of the Acquisition.

Tax indemnity

Pursuant to the S&P and Subscription Agreement, the Vendor will, at Completion,
enter into a deed of indemnity in favour of the Company, Tianranju and Tianhe (the
“Deed of Indemnity”) whereby the Vendor will undertake to indemnify and keep
indemnified the Company (for itself and as trustee for the Acquired Group) and any
member of the Acquired Group against any loss or liability suffered or incurred by the
Company or any member of the Acquired Group including but not limited to, any
diminution in the value of the assets of or shares in any member of the Acquired
Group, any payment made or required to be made by the Company or any member of
the Acquired Group and any costs and expenses incurred as a result of or in connection
with any claim incurred by any member of the Acquired Group resulting from or by
reference to any income, profits or gains earned, accrued or received on or before the
Completion Date or any event on or before the Completion Date whether alone or in
conjunction with other circumstances and whether or not such taxation is chargeable
against or attributable to any other person, firm or company.
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Application for Listing

The Company will apply to the Stock Exchange for the listing of, and permission
to deal in, the Consideration Shares and the Conversion Shares to be issued upon
conversion pursuant to the terms and conditions of the Convertible Bonds.

Shareholding Structure of the Company

As at the Latest Practicable Date, except for the outstanding 42,056,200 share
options granted under the Share Option Scheme, the Company has no outstanding
derivatives, options, warrants, conversion rights or other similar rights which are
convertible or exchangeable into Shares. The following table sets out the shareholding
structure of the Company (i) immediately after the issue of the Consideration Shares
(assuming that there will be no change in the issued share capital of the Company
other than the issue of the Shares pursuant to the exercise of option granted under the
Share Option Scheme from the Latest Practicable Date up to the Completion Date); and
(i1) immediately after full exercise of the conversion rights attaching to the Convertible
Bonds (assuming that there will be no change in the issued share capital of the
Company, other than the issue of the Consideration Shares and the Shares pursuant to
the exercise of options granted under the Share Option Scheme, from the Latest
Practicable Date up to the exercise in full of the conversion rights attaching to the
Convertible Bonds):

Immediately after the issue of the After the issue of the Consideration Shares
Consideration Shares and before the and upon full exercise of the conversion rights
conversion of the Convertible Bonds attaching to the Convertible Bonds
Assuming none of Assuming none of
the outstanding Assuming all the the outstanding Assuming all
share options outstanding share share options outstanding share
granted under the options granted granted under the options granted
Share Option under the Share Share Option under the Share
As at the Latest Scheme will be Option Scheme will Scheme will be Option Scheme will
Practicable Date exercised be exercised exercised be exercised
No. of No. of No. of No. of No. of
Shares % Shares % Shares % Shares % Shares %
The Vendor and parties
acting in concert with
it (Note 4) 363,265,000 32.84 891,171,976 54.54 891,171,976 53.17 1,756,288,254 70.28 1,756,288,254 69.12

Directors

Zhang Zhao Dong (Note 1) 3,956,000  0.36% 3,956,000  0.24% 14,470,050 0.86% 3,956,000 0.16% 14,470,050 0.57%
Zheng Fu Shuang (Note 2) 200,019,000  18.08% 200,019,000  12.24% 200,019,000  11.93% 200,019,000 8.00% 200,019,000 7.87%

Chen Geng (Note 3) - - - - 10,514,050 0.63% - - 10,514,050 0.41%
Xia Yang Jun (Note 3) - - - - 10,514,050 0.63% - - 10,514,050 0.41%
Xie Ke Hai (Note 3) - - - - 10,514,050 0.63% - - 10,514,050 0.41%
Sub-total 203,975,000  18.44% 203,975,000 12.48% 246,031,200 14.68% 203,975,000 8.16% 246,031,200 9.67%

Other non-public
Shareholders

Cheung Shuen Lung

(Note 5) 36,890,100 3.34% 36,890,100 2.26% 36,890,100 2.20% 36,890,100 1.47% 36,890,100 1.45%
F2 Consultant Limited

(Note 6) 60,671,600 5.49% 60,671,600 3.71% 60,671,600 3.62% 60,671,600 2.43% 60,671,600 2.39%
Sub-total 97,561,700 8.83% 97,561,700 5.97% 97,561,700 5.82% 97,561,700 3.90% 97,561,700 3.84%
Public Shareholders 441,260,340  39.89% 441,260,340  27.01% 441,260,340  26.33% 441,260,340  17.66% 441,260,340  17.37%
Total 1,106,062,040 100% 1,633,969,016 100% 1,676,025,216 100% 2,499,085,294 100% 2,541,141,494 100%
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Notes:

(1) Zhang Zhao Dong is interested in 3,956,000 Shares and the share options to subscribe for 10,514,050
Shares.

(2)  Zheng Fu Shuang directly holds these Shares.

(3)  Each of Chen Geng, Xia Yang Jun and Xie Ke Hai is interested in the share options to subscribe for
10,514,050 Shares.

(4)  The Bondholder shall not convert the Convertible Bonds which will cause the Company to be unable
to meet the public float requirements as required under Rule 8.08 of the Listing Rules.

(5)  Cheung Shuen Lung is a director of a subsidiary of the Company.

(6) F2 Consultant Limited holds the Shares as nominee on behalf of the directors of Founder Data
Corporation International Limited (“FDC”, a wholly-owned subsidiary of the Company) who are
acting in their capacity as the trustees of a discretionary trust for the employees of FDC and its
subsidiaries. Li Yong Hui and Ying Yu Ling are the directors of FDC.

Information on Tianranju
Overview

Tianranju is an investment holding company incorporated in Hong Kong with
limited liability. As at the Latest Practicable Date, the Vendor is interested in the entire
issued share capital of Tianranju. Tianranju is directly interested in 100% of the equity
interests in Hubei Tianranju and is indirectly interested in (i) 51% of the equity
interests in Kunshan Hi-Tech; and (ii) 100% of the equity interests in Beijing
Tianranju. Tianranju acquired 100% equity interests in Hubei Tianranju in March 2011,
whereas Hubei Tianranju acquired 51% of the equity interests in Kunshan Hi-Tech
from China Hi-Tech Group Company Limited, shares of which were owned as to
approximately 24.4% by Peking Founder, in November 2011.

Hubei Tianranju is a company established in the PRC with limited liability and is
principally engaged in property investment business and property leasing. Kunshan
Hi-Tech is a company established in the PRC with limited liability and is principally
engaged in property development business. Beijing Tianranju is a company established
in the PRC with limited liability and is principally engaged in property leasing.

The original purchase cost of 100% equity interests in Hubei Tianranju by
Tianranju was approximately RMB16.11 million; the original purchase cost of 51%
equity interests in Kunshan Hi-Tech by Hubei Tianranju was approximately
RMB152.64 million. Beijing Tianranju was established by Hubei Tianranju in June
2012 with registered capital of RMBI1 million. The audited consolidated net assets
value of Tianranju attributable to owners of the parent as at 31 May 2012 was
approximately RMB23.8 million.
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Set out below is a summary of the audited financial information on Tianranju and
Hubei Tianranju as extracted from Appendix II(B) and Appendix II(A) to this circular
respectively:

Tianranju

For the period

from 7

October 2010

(date of
incorporation) For the year For the five
to 31 ended 31 months ended
December 2010  December 2011 31 May 2012
(RMB’000) (RMB’000) (RMB’000)

Audited profit/(loss) before tax for the

year/period (23) 12,541 (7,905)
Audited total comprehensive income/(loss)

for the year/period attributable to owners

of the parent (23) 11,411 (3,803)

Hubei Tianranju

For the year  For the year  For the year For the five

ended 31 ended 31 ended 31 months
December December December ended 31
2009 2010 2011 May 2012

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

Audited profit/(loss)

before tax for the

year/period 7,911 8,335 10,392 (7,867)
Audited total

comprehensive

income/(loss) for

the year/period

attributable to

owners of the

parent 5,226 5,901 8,334 (3,775)

Please refer to the sections headed “(I) Management discussion and analysis
of Hubei Tianranju Group” and “(II) Management discussion and analysis of
Tianranju Group” in Appendix IV to this circular for the detailed discussion on
the financial performance of Hubei Tianranju and Tianranju.

Property interests owned by Hubei Tianranju and its subsidiary
Hubei Tianranju now possesses (i) seven State-owned Land Use Right Certificates

and seven Building Ownership Certificates for the International Building of Wuhan and
the land on which this building is constructed; and (ii) a Collectively-owned Land Use
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Right Certificate for a parcel of land located at Huangpo District of Wuhan city. As
advised by the Company’s PRC legal counsel, all the certificates are currently legal and
valid.

Kunshan Hi-Tech now possesses (1) two State-owned Land Use Right Certificates
for two parcels of land with an aggregated area of 288,518 square metres; (2) two
Planning Permits for Construction Land for the aforesaid two parcels of land; (3)
twenty six Planning Permits for Construction Works with the aggregated floor area of
109,741.91 square metres; (4) three Commencement Permits for Construction Works
with the aggregated floor area of 109,741.91 square metres; and (5) two Pre-sale
Certificate for Commodity Units with aggregated floor area of 88,736.04 square meters.
As advised by the Company’s PRC legal counsel, all the certificates and permits above
are currently legal and valid.

1.  International Building of Wuhan

International Building of Wuhan is an A-grade office building with total gross
floor area of approximately 35,000 square meters. Hubei Tianranju owns
26,963.32 square meters of gross floor area in the International Building of
Wuhan, equivalent to approximately 77% of the total gross floor area of
International Building of Wuhan. It is located in Wuguang business district, one
of the four major business areas of Wuhan with established transportation
network, as well as hotel and other business related facilities. Such business
district has successfully attracted a lot of large scale renowned domestic and
international corporations to set up their Wuhan offices there. For the three years
ended 31 December 2011 and the five months ended 31 May 2012, the average
occupancy rate of International Building of Wuhan based on the gross floor area
owned by Hubei Tianranju was approximately 80.9%, 97.4%, 99.2% and 99.5%,
respectively. The current monthly rental of International Building of Wuhan was
lower than that in Wuguang business district as it is situated at the outskirt areas
of the Wuguang business district and it was built in 1993 with its tenants mainly
being small to medium-sized companies. For further details, please refer to the
paragraph headed “Overview of the PRC property industry — 4. Office rental
markets of Beijing and Wuhan” in this letter.

Hubei Tianranju now owns the use right of the land with an aggregated area of
761.91 square meters on which the International Building of Wuhan is
constructed. The planned use of the land is for commercial service, and the land
use right is granted by allocation. Hubei Tianranju obtained the State-owned Land
Use Right Certificates of the land in September 2009. Hubei Tianranju shall
obtain the approval from the land authority at city or county level if it plans to
transfer the aforementioned allocated land use right; after obtaining such approval,
the transferee shall handle the granting procedures and pay the premium for the
land use right.

Since Hubei Tianranju plans to possess and operate leasing business of

International Building of Wuhan on a long term basis, it will not transfer the
ownership of International Building of Wuhan or the related land use right. It is
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the responsibility of the transferee to handle the granting procedures, or pay any
premium for transferring. Thus, the requirement of approval for transferring the
land use right will not have any adverse impact on the current leasing business of
Hubei Tianranju.

According to applicable PRC laws and regulations, for the rental of properties
being constructed on allocated land, part of the rental income which represents the
revenue from the land should be paid to the relevant government department.
Based on the requirement by Housing Bureau of Jianghan District of Wuhan (2
WYL 54 "), Hubei Tianranju should pay an annual sum of RMB50,000 as
revenue from the land and rental registration fee and this will continue after
Completion.

As advised by the Company’s PRC legal adviser, the acquisition of Tianranju by
the Company is not subject to any approval by PRC governmental department
because of the fact that Hubei Tianranju owns the aforesaid allocated land use
right. Besides, if Hubei Tianranju remains as the owner of the subject land use
right, it is permitted by the PRC law for the Group to dispose of its equity
interest in Hubei Tianranju after Completion even if the abovementioned transfer
restriction has not yet been rectified.

Hubei Tianranju has completed the registration and filing procedure of the leasing
of housing at Wuhan Municipal Housing Support and Building Administration
Bureau in respect of various leasing contracts of International Building of Wuhan,
and now possesses the Recordal Certificate of Rental Housing ((Han)
Fangzuzhengzi No.12082), which is valid from 28 January 2012 to 27 January
2013. The Certificate is an evidence of completing the registration and filing
procedure of the signed leasing contracts at the competent authority, rather than a
prepositive permit or license. The validity of leasing contract will not be affected
even without such registration and filing procedure.

PKU Resource — Li Cheng Project in Kunshan

PKU Resource — Li Cheng Project is wholly owned by Kunshan Hi-Tech, a 51%
owned subsidiary of Hubei Tianranju. PKU Resource — Li Cheng Project is
located in Hongqi Industrial District, Bacheng Town, Kunshan city, Jiangsu, which
is in the Yangchenghu Recreation and Tourism District (P57 WK ik#E A %) under
the overall city development plan of Kunshan. The total planned site area of PKU
Resource — Li Cheng Project is approximately 655,567 square meters and is
expected to develop under two phases. The total planned site area of Phase I
development is approximately 451,567 square meters, which will comprise
low-rise apartment buildings, an arts exhibition centre, a creative arts workshop
and auxiliary facilities. The art exhibition centre and creative arts workshop are
expected to occupy less than 3% of the total gross floor area of Phase I
development and are additional facilities to promote the PKU Resource — Li
Cheng Project as a residential project in a local cultural and technology hub to be
developed in Kunshan area. The total planned site area of Phase II development is
approximately 204,000 square meters, which will comprise residential buildings,
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an electronic arts complex (including offices, exhibition centres and training
centres) and auxiliary business facilities. The development period for Phase I
development is expected to be from 2011 to 2018. The total expected investment
amount of Phase I development is approximately RMB4.67 billion. As at 31
August 2012, approximately RMB450 million had been invested in PKU Resource
— Li Cheng Project. It is expected that Kunshan Hi-Tech will need to make
additional investment of approximately RMB4.22 billion to complete Phase I
development and the expected capital commitment required for the two years
ending 31 December 2014 is approximately RMB350 million. The target buyers
for the Phase I development will be those from Shanghai, Suzhou and Kunshan
areas who would like to have better and more relax living environments.

The pre-sale of the villas with total gross floor area of approximately 41,463
square metres under Phase I development has been formally commenced in March
2012. By 6 November 2012, 18 units or equivalent to approximately 4,768.87
square metres of gross floor area at a total sales consideration of approximately
RMB53.2 million under the Phase I development has been sold. Deposit have
been received for another 4 units representing approximately 1,142.21 square
metres of gross floor area. It is expected that the relevant sales will be recognised
in 2013. Proceeds from the pre-sale of properties in 2012 and 2013 are expected
to be approximately RMB127.7 million and RMB344.6 million respectively. From
2014 onwards, construction of part of the Phase I development is expected to
complete and that the bulk sale of such units shall commence, which is expected
to generate substantial cash flow. Also, land premium and part of the construction
costs will have already been paid prior to 2014. Therefore, it is expected Kunshan
Hi-Tech will be able to self-finance the project after 31 December 2014 by
proceeds from sale of its properties without material additional capital
commitment. As of 31 August 2012, approximately RMB318 million of costs
incurred (of which RMBI111.2 million is construction cost) and approximately
9.7% of Phase I development has been completed. There is currently no definite
timetable for Phase II development. Depending on the progress of Phase I
development, Kunshan Hi-Tech will continuously assess the prevailing market
condition, the availability of funds and the macro economic environment to
formulate the detailed timetable, capital commitment and project development
plan for Phase II development.

The Directors confirm that all the requisite approvals for the aforementioned
projects have been obtained in accordance with the progress of the development.

Phase I development comprises three pieces of land and Kunshan Hi-Tech has
obtained the land use rights for and commenced development of two out of the
three pieces of land with the total site area of approximately 288,518 square
metres as at the Latest Practicable Date. As stipulated in the land use right
granting contract, there are certain regular restrictions on this project like plot
ratio, height limitation, building density, green space proportion. There is no
requirement for the construction of public facilities, economically affordable
housing, reasonably priced housing or low-rent housing. The land use rights of the
third piece of land of approximately 163,049 square metres for Phase I
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development is expected to be obtained with land premium of approximately
RMB200 million, which is best estimation made by the Directors based on the
current market conditions, being part of the abovementioned RMB4.67 billion
total investment amount of Phase I development which should be borne by
Kunshan Hi-Tech. As at the Latest Practicable Date, no land use right granting
contract in relation to the third piece of land had been entered into. Based on the
best estimation by the Directors with reference to the normal time required for the
“Public Tender, Auction and Listing-for-Sale” (48 ~ 41 - ###) process as depicted by
the prevailing rules and regulations in the PRC, it is expected that the
aforementioned “Public Tender, Auction and Listing-for-Sale” process for the land
use rights of the third piece of land for Phase I development will be completed
and the land use right will be obtained by Kunshan Hi-Tech by January 2013.
Phase II development shall comprise two pieces of land and Kunshan Hi-Tech
will consider the timing of acquiring the land based on the actual progress of
Phase I development and will by then negotiate with relevant authorities including
the local bureau of land and resources for the land premium required. At present,
no agreement has been reached with the relevant regulators regarding the land
premium of such two pieces of land. Kunshan Hi-Tech will apply to acquire such
two pieces of land through the normal ‘“Public Tender, Auction and
Listing-for-Sale” process. Should Kunshan Hi-Tech fail to acquire such two pieces
of land, Kunshan Hi-Tech will look for other pieces of land available nearby and
formulate the development plan for Phase II development accordingly. Upon
completion of the Acquisition, the Group (including Kunshan Hi-Tech) will
closely monitor the property market of Kunshan city and prepare for the bidding
of the abovementioned two pieces of land for Phase II development of the project.
Considering Kunshan Hi-Tech’s success in Phase I development of the PKU
Resource — Li Cheng Project, the Directors are optimistic of Kunshan Hi-Tech’s
ability to acquire the appropriate lands for Phase II development of the project.
Due to the uncertain nature of Phase II development, when determining the
consideration for the Acquisition, no value has been assigned to Phase II
development.

A parcel of land at Huangpo District

The land was located at Lamei Village Yaoji Town, Huangpo District, Wuhan city,
Hubei with a total site area of approximately 486,669.1 square meters. Hubei
Tianranju acquired the land by way of Si Huang Auction (PUFE41%). The land is
collectively owned and designated for agriculture development and ecotourism
purposes. Should Hubei Tianranju want to transfer the land use rights of the
property, it is required to obtain consent from the related Rural Collective Sector
Organization and endorsement by the village/township people’s government prior
to submission to the county people’s government for its approval. No premium is
required for transferring the land use right.

It is the intention of Hubei Tianranju to use the land for long term investment
purpose in accordance with the approved usage of the land but there is currently
no definite plan. Depending on the overall business development progress, Hubei
Tianranju will formulate the detailed timetable and business development plan on
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the land when appropriate. Since Hubei Tianranju plans to hold the land for long
term investment purpose and has no intention to transfer the ownership, the
abovementioned approval requirements for transferring the land use right will not
have any adverse impact on Hubei Tianranju.

Information on Tianhe
Overview

Tianhe is an investment holding company incorporated in Hong Kong with limited
liability. As at the Latest Practicable Date, the Vendor is interested in the entire issued
share capital of Tianhe. Tianhe directly owns 90% of the equity interests in Tianhe
Property which in turn owns 95% of the equity interests in Ezhou Jinfeng. Tianhe
acquired 90% equity interest in Tianhe Property in March 2011, whereas Tianhe
Property acquired 95% equity interest in Ezhou Jinfeng in June 2009. Tianhe Property
is a company established in the PRC with limited liability and is principally engaged in
property development, leasing and sales. Ezhou Jinfeng is a company established in the
PRC with limited liability and is principally engaged in property development.

The original purchase cost of 90% equity interests in Tianhe Property by Tianhe
was approximately RMB81.73 million and the original purchase cost of 95% equity
interests in Ezhou Jinfeng by Tianhe Property was approximately RMB62.60 million.
The audited consolidated net assets value of Tianhe attributable to owners of the parent
as at 31 May 2012 was approximately RMB191.7 million.

Set out below is a summary of the audited financial information on Tianhe and
Tianhe Property as extracted from Appendix II(D) and Appendix II(C) to this circular
respectively:

Tianhe

Period from

6 October

2010 (date of
incorporation)  For the year For the five
to 31 ended 31 months
December December ended 31
2010 2011 May 2012

(RMB’000) (RMB’000) (RMB’000)

Audited profit/(loss) before tax for the

year/period (15) 192,458 (1,123)
Audited total comprehensive income/

(loss) for the year/period attributable

to owners of the parent (15) 192,692 (1,011)
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performance of Tianhe Property and Tianhe.

Tianhe Property

For the year

ended 31
December
2009
(RMB’000)
Audited profit/(loss)
before tax for the
year/period 52
Audited total
comprehensive
income/(loss) for
the year/period
attributable to
owners of the
parent 52

For the year
ended 31
December
2010
(RMB’000)

(689)

(689)

For the year
ended 31
December
2011
(RMB’000)

(2,857)

(2,857)

For the five
months
ended 31
May 2012
(RMB’000)

(1,122)

(1,122)

Please refer to the sections headed “(III) Management discussion and analysis of
Tianhe Property Group” and “(IV) Management discussion and analysis of Tianhe
Group” in Appendix IV to this circular for detailed discussion on the financial

Property interests owned by Tianhe Property and its subsidiary

three parcels of land with an aggregated area of 433,241.5 square metres.

three parcels of land with an aggregated area of 241,355.7 square metres.

1.

Tianhe Property now possesses three State-owned Land Use Right Certificates for

Ezhou Jinfeng now possesses three State-owned Land Use Right Certificates for

As advised by the Company’s PRC legal counsel, all the aforesaid State-owned
Land Use Right Certificates are legal and valid.

Honglianhu Project in Ezhou

Honglianhu Project is wholly owned by Tianhe Property and its subsidiary Ezhou
Jinfeng. It is located in the Honglianhu Tourism New Town (XL#Eik#E#HIK) in
Ezhou city, Hubei, which is part of the Honglianhu Recreation and Vacation Area
(AL iR 2 B2 ) (“Honglianhu Vacation Area”). Honglianhu Vacation Area is
one of the first Provincial-level tourism districts approved by the government of
Hubei province in 1994. Currently, Honglianhu Vacation Area has a golf club
comprising an international standard 18-holes golf course, hotel and business
centre; a water sports training and competition base, as well as other travel related

auxiliary facilities.
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The site area of Honglianhu Project is approximately 675,000 square meters,
which will comprise low-rise apartment buildings, high-rise residential buildings
and other travel facilities. Since the removal of the current buildings on the lands
is still in process, Tianhe Property and Ezhou Jinfeng are not able to commence
the construction of this project. The removal and resettlement are carried out with
the assistance from the local government and are expected to be completed in
April 2013. After which, Tianhe Property and Ezhou Jinfeng will apply for the
construction planning permits and construction permits, and commence the
construction under the conditions set by the construction planning authority.
Therefore, Honglianhu Project is currently under planning and preparation stage
with no construction cost being incurred up to the Latest Practicable Date. Based
on the above, it is expected that the construction of Honglianhu Project will be
started in 2013 and completed by 2019. All the relevant land use rights of
Honglianhu Project have been properly obtained. The total expected investment
amount of Honglianhu Project is approximately RMB3.32 billion and the expected
capital commitment required for the two years ending 31 December 2014 is
approximately RMB330 million. The initial capital commitment required for the
development of the Honglianhu Project prior to 2014 is expected to be funded by
(i) the Group’s internal resources; (ii) external funding or funds to be provided by
PKU Resource pursuant to its confirmation as described in the paragraph headed
“Reasons for the Acquisition and the Subscription” in this letter; and (iii)
proceeds from pre-sale which is expected to commence in 2013/2014. After 2014,
the bulk sale of units shall commence, which is expected to generate substantial
cash flow to fund the remaining development of the project. Therefore, it is
expected the project will be able to self-finance itself by proceeds from sale of its
properties after 31 December 2014 without additional material capital commitment
required.

The Directors confirm that all the requisite approvals for the aforementioned
projects have been obtained in accordance with the progress of the development.

Adverse opinion in respect of the financial information of Tianhe Property Group
and Tianhe Group

As stated in Appendix II(C) and Appendix II(D) to this circular, adverse opinion
has been issued in respect of (i) the state of affairs of Tianhe Property Group as at 31
December 2009, 2010 and 2011 and the consolidated results and cash flows of Tianhe
Property Group for the three years ended 31 December 2011 and the five months ended
31 May 2012; and (ii) the state of affairs of Tianhe Group as at 31 December 2011 and
the consolidated results and cashflows of Tianhe Group for the year ended 31
December 2011 and the five months ended 31 May 2012. However, despite the adverse
opinion issued, the reporting accountants are of the opinion that the financial
information of Tianhe Property Group (including Tianhe Property) and Tianhe Group
(including Tianhe) gives a true and fair view of (i) the state of affairs of Tianhe
Property Group as at 31 May 2012 and of Tianhe Property as at 31 December 2009,
2010 and 2011 and 31 May 2012; and (ii) the state of affairs of Tianhe Group as at 31
December 2010 and 31 May 2012 and of Tianhe as at 31 December 2010 and 2011 and

- 33 —



LETTER FROM THE BOARD

31 May 2012 and the consolidated results and cashflows of Tianhe Group for the
period from 6 October 2010 (date of incorporation) to 31 December 2010. For further
details, please refer to Appendix II(C) and Appendix II(D) to this circular.

The adverse opinions were mainly due to the results of two subsidiaries namely
R R IR A ZER G ABR/A R (Wuhan Chutian Era Venture & Guarantee Company
Limited) (“Chutian Era”) and ®EZEHRKEHMWAF (Wuhan Hongbo Investment
Company Limited) (“Hongbo”) were not consolidated from the date of acquisition to
their respective date of disposal, which is required by HKAS27 (Revised)
“Consolidated and Separate Financial Statements”. As at the time of the preparation of
the accountants’ reports as contained in this circular, these two subsidiaries had been
disposed of and Tianhe Property Group and Tianhe Group did not have access to the
books and records of the two subsidiaries.

Tianhe Property disposed of its interests in Chutian Era and Hongbo in May 2012
and November 2010 respectively. At the time of entering into the S&P and Subscription
Agreements, Chutian Era and Hongbo had already been disposed of by the Acquired
Group. The Directors consider that the preparation of financial information to
consolidate the results of Chutian Era and Hongbo would not be feasible as these
subsidiaries had already been disposed of by the Acquired Group and this would also
involve expense and delay for the purpose of the preparation of this circular, which
would not be in the interests of the Company and the Shareholders.

As Tianhe Property had already disposed of its interests in Chutian Era and
Hongbo by the end of May 2012, the financial position of Tianhe Property Group and
Tianhe Group as at 31 May 2012 were not affected and the reporting accountants also
confirm this by stating that the financial information of Tianhe Property Group and
Tianhe Group as at 31 May 2012 gives a true and fair view of their states of affairs. In
this regard, the Directors consider that the consideration for the Acquisition is fair and
reasonable with reference to the audited consolidated net assets values of the Acquired
Group as at 31 May 2012. The non-consolidation of the results of Chutian Era and
Hongbo will no longer affect the results of Tianhe Property Group and Tianhe Group
since the dates of the relevant disposal, which were before the Completion Date. In
addition, as the results of the Acquired Group will only be consolidated into the
Group’s financial statements from the Completion Date, the non-consolidation of
Chutian Era and Hongbo by Tianhe Property Group and Tianhe Group before the
Completion will not have any impact on the Company’s consolidated financial
statements and audit opinion after the Completion. Upon completion of the Acquisition,
the Group will review the accounting and internal control systems of the Acquired
Group and implement necessary improvements to make sure proper books and records
are retained and sufficient accounting and internal control procedures are in place to
protect the interests of the Group and the Shareholders.

Given the fact that Chutian Era and Hongbo are not members of the Acquired

Group under the Acquisition, the Directors are of the view that the information
contained in this circular provides sufficient information to enable the Shareholders to
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make an informed assessment of the Acquisition and the aforesaid adverse opinion on
Tianhe Property Group and Tianhe Group would not have material adverse implications
on the transactions being contemplated under the S&P and Subscription Agreement.

Information on Vendor and Peking Founder Group

As at the Latest Practicable Date, the Vendor is a subsidiary of Peking Founder
and the controlling shareholder of the Company with a shareholding interest of
approximately 32.84% in the Company. Other than through the Vendor, Peking Founder
does not hold any Shares or other relevant securities (as defined in Note 4 to Rule 22
of the Takeovers Code) of the Company. The Vendor is an investment holding
company. Peking Founder Group is principally engaged in securities trading and
brokerage; the information technology industry, including software and system
development for the publishing sector and various government bureaus and financial
institutions and hardware manufacturing for personal computers, chips, circuit boards
and other terminal equipment; and healthcare and pharmaceutical industry, including
hospitals, pharmaceuticals, logistics, equipment leasing and hospital management.

Reasons for the Acquisition and the Subscription

The Group is principally engaged in distribution of information products in Hong
Kong and the PRC (“Distribution Business”). According to the 2011 annual report of
the Company, the Group recorded audited profit attributable to owners of the parent of
approximately HK$15.8 million for the year ended 31 December 2010 and audited loss
attributable to owners of the parent of approximately HK$8.4 million for the year
ended 31 December 2011. According to the 2012 interim report of the Company, the
Group recorded unaudited loss attributable to owners of the parent of approximately
HK$34.6 million for the six months ended 30 June 2012.

As stated in the annual report of the Company for the year ended 31 December
2011 and the interim report of the Company for the six months ended 30 June 2012,
the Group is dedicated for a medium to long term development plan of maintaining a
satisfactory growth in results and fulfilling its objective to enhance Shareholders’
value.

In view of the intense competition of the Distribution Business and the
loss-making results in 2011 and the first half of 2012, the Group has been looking for
opportunity to diversify its existing business into a new line of business with growth
potential. The Board has been active in seeking opportunities to diversify the Group’s
revenue stream in order to enhance Shareholders’ value, and is optimistic about the
expansion into the new PRC property business engaged by the Acquired Group.

The Acquisition provides an opportunity for the Group to tap into the PRC
property market and to generate diversified income and additional cashflow.

In 2011, the property market in China saw a minor correction with surge in

properties prices being slowed down and decrease in transaction volume, thanks to the
austerity measures, including restriction on home purchases, imposed by the PRC
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government during the year. The Directors consider that while such correction resulted
in a slowdown in the property market in the short term, it also helped curbing
speculative activities which should be beneficial to the market in the long run. It is
expected that the PRC Government will likely continue imposing such austerity
measures on the property market in the short term. Besides, the stringent PRC banking
policies may affect the debt financing ability of property developers.

Recently, however, the Directors noted that there are signs of bottoming out as the
scale of decline has been narrowing continuously during second quarter of 2012 in the
PRC property market, after the rate cut announced by the People’s Bank of China in
June 2012, preferential lending policies towards first-time home buyers and price cut
by developers. The Directors believe that such monetary loosening policy is likely to
continue and expect the PRC property price to start to stabilize in the second half of
2012. Given the PRC’s continued economic growth, the resultant increase in disposable
income per capita and urbanization, the Directors are optimistic towards the property
market in China in the medium to long term. The Directors also consider the Company,
being a listed company on the Stock Exchange, can serve as a better fund raising
platform for Tianranju and Tianhe, which should partially alleviate the burden of
Tianranju and Tianhe to raise funds themselves in the PRC.

As illustrated in the unaudited pro forma financial information of the Enlarged Group
in Appendix III to this circular using the fair value on properties under development,
investment properties and land use right determined with reference to the valuation as at 31
May 2012 prepared by LCH, as a result of the Acquisition, (i) the unaudited pro forma total
assets of the Group as at 31 December 2011 will be increased by approximately HK$1,683
million to approximately HK$3,604 million; (i) the unaudited pro forma total liabilities of
the Group as at 31 December 2011 will be increased by approximately HK$768 million to
approximately HK$2,350 million; and (iii) the unaudited pro forma net assets value
attributable to owners of the parent of the Group as at 31 December 2011 will be increased
from approximately HK$339.2 million to approximately HK$923.9 million. Whereas, instead
of a comprehensive loss of approximately HK$9.2 million for the year ended 31 December
2011, the Group will record unaudited pro forma comprehensive income attributable to
owners of the parent of approximately HK$284.4 million as a result of the Acquisition. Out
of the unaudited pro forma comprehensive income of HK$284.4 million, a total of
approximately HK$243.7 million was attributable to the one-off gain from bargain purchase
of Tianhe Property and Hubei Tianranju by Tianhe and Tianranju, respectively, and
approximately HK$47.7 million was attributable to the one-off gain from bargain purchase
of the Acquired Group by the Group as a result of the Acquisition. Such gain from bargain
purchase is not recurring in nature and will not have any continuous effect on the Enlarged
Group.

As further illustrated in note 12 to the unaudited pro forma financial information
of the Enlarged Group in Appendix III to this circular, should the estimated fair value
adjustment on properties under development, investment properties and land use right
be determined with reference to the valuation report as at 31 August 2012 issued by
LCH in Appendix V to this circular, as a result of the Acquisition, (i) the unaudited pro
forma total assets of the Enlarged Group as at 31 December 2011 would be
approximately HK$3,629 million; (ii) the unaudited pro forma total liabilities of the
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Enlarged Group as at 31 December 2011 would be approximately HK$2,360 million;
(iii) the unaudited pro forma net assets attributable to owners of the parent of the
Enlarged Group as at 31 December 2011 would be approximately HK$924.4 million;
and (iv) the unaudited pro forma comprehensive income attributable to owners of the
parent of the Enlarged Group for the year ended 31 December 2011 would be
approximately HK$284.9 million.

International Building of Wuhan, which is owned by Hubei Tianranju as to
approximately 77% in terms of the gross floor area, is a commercial building located in
the central business area of Wuhan. With an average occupancy rate based on the gross
floor area owned by Hubei Tianranju of around 99.2% and 99.5% for the year ended
31 December 2011 and five months ended 31 May 2012 respectively, International
Building of Wuhan shall provide an immediate stable income stream for the Group
upon completion of the Acquisition to complement the existing business. Upon
Completion, the Company intends to retain International Building of Wuhan for rental
purpose. The income may not be significant to the Group at the moment, but
nonetheless it provides steady cashflow to the Group. In addition, the Directors are
optimistic towards the future income growth from International Building of Wuhan,
having considered the potential economic growth of Wuhan and Hubei province.
Although the current monthly rental of International Building of Wuhan is lower than
that in Wuguang business district as it is situated at the outskirt areas of the Wuguang
business district and it was built in 1993 with its tenants mainly being small to
medium-sized companies, the Company will evaluate whether there is a need to
renovate the International Building of Wuhan, to engage in more promotional activities
with the aim to promote the image of International Building of Wuhan so as to attract
higher quality tenants and for rental appreciation. The Directors expect this could
upgrade the overall image of and maximize the value generated form the building
through attracting sizable companies with higher quality and higher rental income.

The PKU Resource — Li Cheng Project owned by Kunshan Hi-Tech is a combined
property development project which features an arts exhibition centre, commercial
properties and residential properties in Bacheng, Kunshan, Jiangsu province, which
forms part of the Yangchenghu Recreation and Tourism District ([ KRR iR A 1),
Jiangsu province is ranked as one of the top Chinese provinces in terms of GDP per
capita. Kunshan is located in southeastern part of Jiangsu province, adjacent to the
border with the Shanghai Municipality, and is currently regarded as one of the most
economically successful county-level administrations in China. Having considered the
quality and location of the PKU Resource — Li Cheng Project and the potential
economic growth of Kunshan city and Jiangsu province, the Directors consider that the
Acquisition is a strategic move for the Group for future sustainable and steady
development.

The Honglianhu Project, which is owned by Tianhe Property and its subsidiary
Ezhou Jinfeng, is located in the Honglianhu Tourism New Town (4LZRAz H %),
Ezhou city, Hubei province. Traditionally an industrial and agricultural province, Hubei
province ranked 11th in China in terms of GDP in 2011. The Honglianhu Vacation Area
is one of the first Provincial-level tourism districts approved by the Hubei Provincial
Government. The property project is located adjacent to Honglianhu Lake and
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Honglianhu golf course, and is in close proximity to Wuhan city. The villa type of
property of the project, coupled with the scenic surroundings and the established
transportation network, is expected to be well received by potential buyers. The
Directors are confident that the Honglianhu Project will generate long term investment
return for the Group.

Although currently loss making, the PKU Resource — Li Cheng Project has
commenced pre-sale in March 2012 and has been generating cash inflow to Kunshan
Hi-Tech and by 6 November 2012, approximately 4,768.87 square metres of gross floor
area have been sold. The Honglianhu Project is expected to start pre-sale in October
2013. Following the commencement of pre-sale of both projects upon completion of
the Acquisition, both projects should be able to generate positive cashflow to the
Group. The Company intends to sell all of the units of Phase I development in the
PKU Resource — Li Cheng project and the Honglianhu Project upon completion.

Total expected capital commitment for Tianranju and Tianhe for the two years
ending 31 December 2014 is estimated to be RMB680 million, which is expected to be
funded by the Group’s internal resources, bank borrowings and proceeds from the
pre-sale and sale of properties. The Group is currently negotiating with various banks
and other financial institutions for possible funding facilities but no definite agreement
has been reached. Nonetheless, on top of the Entrusted Loan, the Group has received
confirmation from the PKU Resource that it will procure necessary capital for the
development of the PKU Resource — Li Cheng Project and the Honglianhu Project in
the future of up to RMB680 million in the two years ending 31 December 2014, in the
case where the Group is not able to obtain the required funding from the financial
institutions in the PRC. PKU Resource is principally engaged in property development,
real estate activities, trading and education investment. PKU Resource is a fellow
subsidiary of Peking Founder, which in turn is the parent company of the Vendor, the
controlling shareholder of the Company. The detailed terms of such capital procurement
have not yet been determined, which may be in the form of borrowing and/or capital
injection. The Group and PKU Resource will fully comply with the Listing Rules, the
Takeovers Code and other relevant regulatory requirements when procuring such capital
to the Group. It is expected that Tianranju and Tianhe should be able to self-finance
their respective projects after 31 December 2014 without the financial assistance from
PKU Resource. The Group will carefully assess the then market condition, the PRC
government’s policies towards PRC property markets as well as the availability of
funding before deciding to proceed with the projects.

Further, the properties owned by the Acquired Group include both residential
properties and commercial offices and therefore the Acquisition enables the Group to
generate a more diversified income not only by selling residential properties but also
by renting commercial offices.

Upon completion of the Acquisition, the Company plans to focus its resources in
completing the Phase I development of PKU Resource — Li Cheng Project and
Honglianlu Project. Based on the actual progress of Phase I development of PKU
Resource — Li Cheng Project, the Company will consider the timing of acquiring the
land for Phase II development. The Company will closely monitor the property market
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to identify other potential property development projects and may invest in other new
projects after considering the then market performance, expected return, available
financial resources, capital commitment required and other relevant factors. As at the
Latest Practicable Date, no new project has been identified.

As disclosed in the paragraphs headed “Information on Tianranju” and
“Information on Tianhe” in this letter, there is transfer restriction on the land use right
of International Building of Wuhan and the land at Huangpo District and therefore,
LCH, the independent valuer, has assigned no commercial value on the two properties.
Despite the aforesaid, the Directors (including the independent non-executive Directors)
are of the view that the acquisition of the two properties by the Group is fair and
reasonable and in the interests of the Company and the Shareholders as a whole after
taking into account (i) the Group intends to hold the interests in the two properties on
a long term basis and has no intention to transfer the ownership. Therefore, the transfer
restriction will not have any material adverse impact on the business of the Enlarged
Group; (ii) it is expected that International Building of Wuhan shall provide an
immediate stable income stream for the Group upon completion of the Acquisition; (iii)
although no commercial value has been assigned, the two properties were valued at a
total investment value of RMB169 million as at 31 August 2012 by LCH based on the
valuation report in Appendix V to this circular; and (iv) provided that there is not any
change in the planned use of the land and all the relevant procedures have been
properly complied with, the Directors do not foresee any material obstacles in
obtaining the necessary approvals in case the Enlarged Group plans to transfer the
ownership.

Three Directors namely Mr Zhang Zhao Dong, Mr Chen Geng and Mr Xia Yang
Jun have years of experience in property development and management in the PRC. Mr
Zhang Zhao Dong and Mr Xia Yang Jun have held positions as directors and senior
management of PKU Resource and have been engaged in the management of PKU
Resource’s property businesses. Mr Chen Geng has held position as general manager of
Peking University Science Park Co., Ltd. and has been responsible for overseeing its
property development and project management businesses. The Directors therefore
consider that they have personnel among themselves that possess the relevant
experience to engage in property development and property management business in
the PRC.

Upon completion of the Acquisition, the Company intends to retain the existing
employees of the Acquired Group. Depending on the actual development progress of
the projects, the Company may recruit additional staff with relevant real estate
development and management experience to support the business growth.

The Directors would like to draw the Independent Shareholders’ attention to the
paragraph headed “Risk factors” in this letter which sets out certain risk factors
associated with the Acquisition. Having considered the risk factors (including relevant
mitigating factors) as well as the benefits for the Acquisition set out above, the
Directors (including the independent non-executive Directors) consider that the
Acquisition and the terms of the S&P and Subscription Agreement are on normal
commercial terms, fair and reasonable and in the interests of the Company and the
Shareholders as a whole.
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Currently, the Vendor and its concert parties have no intention to make any
change in the composition of the board of directors of the Company and intends to
maintain the existing business and employment of the employees of the Group, while
they will continue to seek opportunities to diversify to new businesses with an aim to
achieve sustainable growth. They have no intention to introduce any major changes to
the existing operation of the Group, including the redeployment of the fixed assets of
the Group.

Further, the Directors (including the independent non-executive Directors)
consider that the issue of the Subscription Convertible Bonds is fair and reasonable and
in the interests of the Company and the Shareholders as a whole, as it provides
additional working capital for the operation of the Group. The Company did not have
any fund raising activities in the 12 months immediately preceding the Latest
Practicable Date.

Adjusted Net Assets Value

Based on the valuation report prepared by LCH on the property interests owned
by the Acquired Group on 31 May 2012, the Board is of the view that the audited net
assets values (“NAVs”) attributable to the owners of the parent of Tianranju and Tianhe
as at 31 May 2012 shall be adjusted when considering the consideration of the
Acquisition. Below please find the details of the adjustments with reference to note 8
to the unaudited pro forma financial information of the Enlarged Group as illustrated in
Appendix III to this circular:

Tianranju Tianhe
Group Group Total
HK$’000  HK$'000  HK$ 000

Audited NAVs of Tianranju Group and Tianhe

Group as at 31 May 2012 156,657 270,624 427,281
Capital injection by the vendor into Tianhe - 99,933 99,933
Estimated fair value adjustment on properties

under development, investment properties and

land use rights 438,132 54,474 492,606
Deferred tax liabilities recognised in respect of
fair value adjustment (109,533) (13,619)  (123,152)

Adjusted NAVs of Tianranju Group and Tianhe

Group as at 31 May 2012 485,256 411,412 896,668
Non-controlling interests in NAVs of Tianranju
Group and Tianhe Group (288,594) (41,786)  (330,380)

Adjusted NAVs of Tianranju Group and Tianhe

Group attributable to the owners of the parent
as at 31 May 2012 196,662 369,626 566,288
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Note: RMB has been translated into HK$ in the exchange rate of RMB100 = HK$121.87 for the above
illustration

The table below sets out the reconciliation of aggregate amounts of the property
interests of the Acquired Group included in the consolidated balance sheet of the
Acquired Group as of 31 May 2012 to the valuation amount of property interests of the
Acquired Group as of 31 August 2012:

(’000) RMB
Net book value of property interests of the Acquired Group 788,310
as of 31 May 2012 (Equals to
approximately

HK$960,713)

Movements for the period from 1 June 2012 to 31 August

2012
— Additions, cost 33,806
— Additions, fair value gain 1,000
- (Less Depreciation) (64)
Net book value of property interests of the Acquired Group 823,052
as of 31 August 2012
Valuation surplus as of 31 August 2012 402,928
Valuation as of 31 August 2012 per Appendix V of this
circular
- 100% valuation amount 1,225,980
—  Attributable to owners of the parent 812,480

Note: RMB has been translated into HK$ in the exchange rate of RMB100 = HK$121.87 for the above
illustration

Due diligence by the Group on the Acquisition

The Company has conducted / undertaken the following procedures in order to
ensure the feasibility of the prospect of the Acquired Group:

1. it has engaged a PRC legal adviser to issue legal opinion on (i) the status of
the PRC subsidiaries of the Acquired Group; and (ii) the property interests
owned by the Acquired Group;

2. it has engaged a reporting accountant to prepare accountants’ reports for the
Acquired Group for the three years ended 31 December 2011 and the five
months ended 31 May 2012;

3. it has engaged a property valuer to perform property valuation for all the

property interests owned by the Acquired Group;
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4. it has conducted site visits on the property interests owned by the Acquired
Group and discussed with the management of the Acquired Group to
understand its business; and

5. it has conducted research on the industry overview regarding the future
prospect of real estate industry in the PRC.

Save for (i) the adverse opinion in respect of the financial information of Tianhe
Property Group and Tianhe Group, details of which are disclosed in Appendix II(C)
and II(D) to this circular respectively; and (ii) the need for Hubei Tianranju to obtain
approval before it can transfer the land use rights of the International Building of
Wuhan and the parcel of land at Huangpo District, details of which are disclosed in
this letter, no material irregularities have been found as a result of the due diligence
conducted.

Overview of the PRC property industry
1. Economic development of Jiangsu province, Hubei province and Beijing

The nominal GDP of Jiangsu province, Hubei province and Beijing have shown a
growing trend in the past few years. The graph below illustrates the respective nominal

GDP of Jiangsu province, Hubei province and Beijing from 2007 to 2011:

Nominal GDP of Jiangsu province, Hubei province and Beijing
(RMB1,000 millions)
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Source: Jiangsu Provincial Bureau of Statistics, Hubei Provincial Bureau of Statistics and Beijing

Municipal Bureau of Statistics

The nominal GDP of Jiangsu province, Hubei province and Beijing experienced a
2007 to 2011 CAGR of approximately 17%, 20% and 13%, respectively. According to
the National Bureau of Statistics of China, Jiangsu province ranked as one of the top
Chinese provinces in terms of GDP per capita.
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Benefited from the blooming economy, citizens in the PRC enjoy increasing living
standard in terms of higher annual disposable income. The chart below sets forth the
annual disposable income per capita of Jiangsu province, Hubei province and Beijing
between 2007 and 2011.

Annual Disposable income Per Capita (RMB)
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Source: Jiangsu Provincial Bureau of Statistics, Hubei Provincial Bureau of Statistics and Beijing
Municipal Bureau of Statistics

The annual disposable income per capita of Jiangsu province, Hubei province and
Beijing increased with a 2007 to 2011 CAGR of approximately 13%, 13% and 11%,
respectively.

The continuous economic growth of Jiangsu and Hubei provinces as illustrated
above is beneficial to the development and prospects of the property development
projects owned by the Acquired Group, i.e., PKU Resource — Li Cheng Project in
Kushan city, Jiangsu province and Honglianhu Project in Ezhou city, Hubei province,
as well as the office leasing of International Building of Wuhan owned by the Acquired
Group.

The strong economic performance of Beijing as illustrated above provides support

to the expected stability and growth of office leasing of Founder International Building
in Beijing under the Master Lease Agreement.
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Overall PRC property market
a)  Market performance

The real estate market in the PRC showed a growing trend in general. The
rapid development of the Chinese economy has led to an increase in overall
spending and demand for larger living space. The chart below sets out some
property market indicators of the PRC between 2004 and 2011:

2004 2005 2006 2007 2008 2009 2010 2011

Real estate

investment

(RMB billion) 1,316 1,591 1,942 2,529 3,120 3,624 4,826 6,180
GFA of commodity

properties

completed

(million sq.m.) 425 534 558 606 665 727 787 926
GFA of commodity

properties sold

(million sq.m.) 382 555 619 774 660 948 1,048 1,094
GFA of residential

properties sold

(million sq.m.) 338 496 554 701 593 862 934 965
Average selling

price of

commodity

properties (RMB

per sq.m.) 2,778 3,168 3,367 3,864 3,800 4,681 5,032 5,357
Average selling

price of

residential

properties (RMB

per sq.m.) 2,608 2,937 3,119 3,645 3,576 4,459 4,725 4,993

Source: National Bureau of Statistics of China

In 2011, the property market in China saw a minor correction with price
growth slowed down and falling transaction volume, thanks to the austerity
measures, including restriction on home purchases, imposed by the PRC
Government during the year. During China’s Central Economic Work Conference,
an event that indicate the direction of Mainland economic policies over the
coming year, held in early December 2011, the central government announced that
it would maintain its property-tightening policies to promote the return of home
prices to reasonable levels and promote the healthy development of the property
market. Although such correction resulted in a slowdown in the property market
in the short term, it helped curbing speculative activities which should be
beneficial to the market in the long run.
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b) Competition

Competition in the PRC property market has been intensified over the past
few years. Property developers compete against each others based on a number of
factors including product quality, service quality, price, financial resources, brand
recognition, ability to acquire land reserves and other factors. Our existing and
potential competitors are mainly regional property developers, in particular those
headquartered in Jiangsu and Hubei provinces in the PRC. With the strong focus
in the property business, increasing brand recognition and emphasis on product
and service quality, the Directors believe the Acquired Group will be able to
maintain its competitiveness and strive to maintain growth in the property
business.

c)  Entry barriers, challenges and growth opportunities

Property developers depend heavily on the overall performance of the
property market in the PRC, which may be affected by many factors including but
not limited to the overall economic condition and policies implemented by the
PRC Government. Real estate development is capital intensive in nature with
development projects normally take months or even years to receive proceeds
from pre-sales. Success of a property developer also depends on its ability to
acquire land at relatively early stages in its long-term appreciation potential.

The existing Land Use Rights Certificates for PKU Resource — Li Cheng
Project were obtained by the Acquired Group on 29 April 2010 while the existing
Land Use Rights Certificates for Honglianhu Project were obtained by the
Acquired Group on 9 December 2003 and 5 September 2008 and the Directors
consider that they will be able to capture the long term appreciation potential.

Despite the above mentioned entry barriers and challenges property
developers may face, the Directors believe the PRC commercial and residential
property markets would continue to be benefited from the blooming economic
growth in the medium to long term. With the continuous growth in disposable
income of PRC citizens and increasing international trade and business activities
in the PRC, it is expected that demand for high quality residential buildings and
office buildings will continue to grow, which in turn offers strong back up to the
continuous growth of business of the Acquired Group.
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3. Residential property markets of Jiangsu province and Hubei province

As there is no readily available public data for residential property markets of
Kunshan city and Ezhou city where the PKU Resource — Li Cheng Project and
Honglianhu Project are respectively located at, as an alternative, the information on
residential property markets of Jiangsu province and Hubei province, being provincial
data available, is presented below.

As a result of the rapid economic development as illustrated above, Jiangsu
province and Hubei province demonstrated a steady trend in the growth of floor space
of residential buildings completed from 2007 to 2011.

Floor Space of Residential Buildings Completed
(in 10,000 square meters)
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Source: National Bureau of Statistics of China

The floor space of residential buildings completed of Jiangsu province increased
from approximately 50.11 million square metres in 2007 to approximately 75.99
million square metres in 2011 while the floor space of residential buildings completed
of Hubei province increased from approximately 22.67 million square metres in 2007
to approximately 37.29 million square metres in 2011.

Floor Space of Commercial Residential Buildings Sold
(in 10,000 square meters)

10,000 1
8,000 -
6,000 1
4,000 A
2,000 A l
0 - T T T T
2007 2008 2009 2010 2011
M Jiangsu Hubei

Source: National Bureau of Statistics of China
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During the same period, the floor space of commercial residential buildings sold
of Jiangsu province increased from approximately 65.80 million square metres in 2007
to approximately 67.90 million square metres in 2011. The floor space of commercial
residential buildings sold in Jiangsu declined gradually from 2009 to 2011 was
primarily attributable to lower demand for residential units as a result of, amongst
other things, control of land supply by the local government, elimination of less
competitive developers and other local policies to counteract speculative activities
during the period. Nonetheless, the Directors are of the view that since Jiangsu
province is ranked as one of the top Chinese provinces in terms of GDP per capita and
Kunshan is currently regarded as one of the most economically successful county level
administrations in China, the impact of austerity measures introduced at national and
local government levels on Kunshan is relatively small and the Group is optimistic
about the economic growth and development of the property industry in Kunshan and
Jiangsu province. The floor space of commercial residential buildings sold of Hubei
province increased from approximately 23.80 million square metres in 2007 to
approximately 37.85 million square metres in 2011.

4. Office rental markets of Beijing and Wuhan
Beijing

According to the research report “DTZ Property Times Beijing Q2 2012 issued
by DTZ Research on 20 July 2012, in the 2nd quarter of 2012, demand for A-grade
office buildings in Beijing continued to exceed supply with vacancy rate reached
approximately 2.45% (1.1% lower than the 1st quarter). In the 2nd quarter of 2012,
total rentable gross floor area of A-grade office buildings in Beijing was approximately
6,656,969 square meters. The growth of monthly unit rental of A-grade office buildings
in Beijing slowed down in the 2nd quarter of 2012 to approximately RMB288.55 per
square meter, approximately 3.96% higher than the Ist quarter.

Due to limited supply and increasing unit rental in core business districts, tenants
started to move to office buildings in nearby areas with more space and lower unit
rental. In the 2nd quarter of 2012, vacancy rate of A-grade office buildings in non-core
business districts was approximately 2.67%, which was approximately 5.71% lower
than the 1st quarter. It is expected that this moving trend will continue in the 3rd
quarter of 2012. Below please find the statistics on the A-grade office buildings in
Zhongguancun where Founder International Building is situated at:

District Total  Vacancy rate Unit rental Quarterly
rentable area (%) (RMB/square change in

(square meter/ unit rental

meters) month) (%)

Zhongguancun 756,723 0.82 213.78 0.67

Source: DTZ Property Times Beijing Q2 2012
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Wuhan

According to the research report “DTZ Property Times Wuhan Q2 2012 issued
by DTZ Research on 20 July 2012, in the 2nd quarter of 2012, rental performance of
A-grade office buildings in Wuhan remained satisfactory. In the 2nd quarter of 2012,
total rentable gross floor area of A-grade office buildings in Wuhan was approximately
879,500 square meters. Due to the increase in monthly unit rental of certain office
buildings, overall monthly unit rental of A-grade office buildings in Wuhan increased
to approximately RMB90.5 per square meter, approximately 4.2% higher than the 1st
quarter. Vacancy rate of A-grade office buildings in Wuhan decreased to approximately
18.2%, approximately 5% lower than the 1st quarter.

In respect of office rental market of Wuguang business district where International
Building of Wuhan is situated at, due to limited supply of high quality office buildings,
monthly unit rental growth in the 2nd quarter of 2012 was approximately 9.3%, the
highest among the four major business districts in Wuhan.

District Total  Vacancy rate Unit rental Quarterly

rentable area (%) (RMB/square change in

(square meter/ unit rental

meters) month) (%)

Wuguang business 196,500 3.2 82 9.3
district

Source: DTZ Property Times Wuhan Q2 2012

Due to the rapid growth in monthly unit rental and decrease in vacancy rate in the
Ist half of 2012, it is expected that monthly unit rental will be relatively stable in the
3rd quarter of 2012 with slight decrease in vacancy rate.

The average monthly rental of International Building of Wuhan was approximately
RMB21.0, RMB22.7, RMB22.9 and RMB23.7 per square meter for the three years
ended 31 December 2011 and five months ended 31 May 2012 respectively. The
current monthly rental of The International Building of Wuhan was lower than that in
Wuguang business district as it is situated at the outskirt areas of the Wuguang
business district and it was built in 1993 with its tenants mainly being small to
medium-sized companies. Upon completion of the Acquisition, the Company will
evaluate whether there is a need to renovate the International Building of Wuhan, to
engage in more promotional activities with the aim to promote the image of
International Building of Wuhan so as to attract higher quality tenants and for rental
appreciation. The Directors expect this could upgrade the overall image of and
maximize the value generated from the building through attracting sizable companies
with higher quality and higher rental income.
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Risk factors

The new business is dependent on the performance of the property market in the
PRC

The business of the Acquired Group is heavily dependent on the performance of
the property market in the PRC. The PRC property market, in particular in Hubei and
Jiangsu provinces, is affected by many factors, including changes in the PRC’s social,
political, economic and legal environment, changes in the PRC government’s fiscal and
monetary policy, the lack of a mature and active secondary market for residential and
commercial properties and the limited availability of mortgage loans to individuals in
China. Demand for residential properties in the PRC has been growing rapidly in recent
years, but such growth is often coupled with volatility in market conditions and
fluctuations in property prices. If the property market slows down, the Group’s results
of operations and financial condition could be adversely affected.

Subsequent to the Acquisition, the Enlarged Group will have two lines of
business, namely the business of distribution of information products in Hong Kong
and the PRC, and the property business in the PRC. The Directors believe that the two
lines of business can complement each other and that the potential adverse effects on
the Group’s results of operations and financial condition brought about by the volatility
in the PRC property market can be mitigated by such business diversification resulting
from the Acquisition. Besides, the Directors are of the view that the Acquired Group
being principally engaged in different aspects of property business (i.e. property
development and property investment) in the PRC will further reduce the risk faced by
the Enlarged Group associated with fluctuations in the PRC property market in general.

The operations of the Acquired Group are subject to extensive governmental
regulations, and the PRC government may introduce further measures to curtail
growth in the property sector

The real estate industry in China is heavily regulated by the PRC government.
The Acquired Group must comply with various PRC policies, laws and regulations, as
well as the practices and procedures of various local authorities. The PRC government
exerts considerable influence on the development of the PRC real estate industry by
imposing industry policies and other economic measures to control the credit market,
taxation and foreign investment. In particular, these measures include raising
benchmark interest rates for commercial banks and individual property purchasers,
placing additional limitations on the ability of commercial banks to make loans to
property developers, imposing additional taxes and levies on property sales and
restricting foreign investment in the PRC property sector. The details of laws and
regulations relating to foreign investment in real estate business are in the paragraph
headed “Relevant laws and regulations for the real estate business in the PRC” in this
letter. Many of the real estate industry policies implemented by the PRC government
are unprecedented and are expected to be refined and adjusted over time. Political,
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economic and social factors may also lead to further policy adjustments. This refining
and adjustment process may have uncertain effects on the operations of the Acquired
Group and the Acquired Group’s future business development.

Along with general economic growth in China, investments in the property sector
have increased significantly in the past few years. In response to concerns over the
scale of the increase in property investments, and in light of increasing speculation in
the property market, the PRC government has introduced policies and regulations to
control the growth of the property sector. The various restrictive measures taken by the
PRC government with an aim to control the growth of the property sector may limit the
Acquired Group’s access to capital and reduce market demand, and in adapting to these
measures the Acquired Group’s operating costs may also increase. If the Acquired
Group fails to adapt its operations to new policies and regulations that may come into
effect from time to time with respect to the PRC real estate industry, or if such policy
or regulatory changes disrupt its business or cause it to incur additional costs, its
business, results of operations and financial condition may be adversely affected.

Although the real estate sector in the PRC is highly regulated by the PRC
government, the Directors consider that the possible negative impacts on the Group’s
business resulting from the compliance with government’s policies and regulations can
be cushioned by the business diversification of the Enlarged Group as a result of the
Acquisition.

PRC economic, political and social conditions could affect the Acquired Group’s
business and prospects

The PRC economy differs from the economies of most of the developed countries
in many aspects, including:

° the amount and degree of the PRC government involvement;

° growth rate and degree of development;

e uniformity in the implementation and enforcement of laws;

° content of and control over capital investment;

° control of foreign exchange; and

° allocation of resources.

The PRC economy has been transitioning from a centrally planned economy to a
more market oriented economy. For approximately three decades, the PRC government
has implemented economic reform measures to utilize market forces in the development
of the PRC economy. In addition, the PRC government continues to play a significant
role in regulating industries and the economy through policy measures. It cannot be

predicted whether changes in PRC economic, political or social conditions and in PRC
laws, regulations and policies will have any adverse effect on the Acquired Group’s
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business, financial condition or results of operations. In addition, many of the
economic reforms carried out by the PRC government are unprecedented or
experimental and are expected to be refined and improved over time. Other political,
economic and social factors may also lead to further adjustments of the reform
measures. This refining and adjustment process may not necessarily have a positive
effect on the Acquired Group’s operations and business development.

The Acquired Group may be adversely affected by the performance of third-party
contractors

The Acquired Group engage contractors to provide various services, including
construction, piling and foundation, engineering works, interior design, mechanical and
electrical installations and installation of common area facilities.

It cannot be guaranteed that the services rendered by contractors will be
satisfactory or such services will match the level of quality that the Acquired Group
requires. Moreover, contractors may experience financial or other difficulties that may
affect their ability to carry out the work for which they were contracted, thus resulting
in delays to the completion of the Acquired Group’s projects or resulting in additional
costs. Should any of these contractors fail to deliver properties in accordance with the
requirements and schedules stated in the contracts, the Acquired Group’s customers
may terminate their pre-sale contracts and claim for compensation. If the Acquired
Group is unable to recover from the contractors sufficient amounts that it must pay to
its purchasers, its business, results of operations and financial condition may be
adversely affected. In addition, any such failure on the part of the Acquired Group’s
contracts may also result in adverse publicity for it, which in turn may result in an
adverse impact on its prospects and growth.

The Acquired Group exercises due caution when selecting its construction
contractors through tender procedures. The Acquired Group principally requires
candidates to have the State Housing Construction Contracting Qualification or
Premium Qualification (BI%J7 /& #5E T AR —RE 8 EE) and registered
capital of more than RMB50 million. When considering its construction contractors, the
Acquired Group also lays down the requirements that candidates must not have a
negative track record for the past three years in the aspects of quality and safety, and
that they must not be involved in any material economic or civil disputes for the past
three years. The Acquired Group also engages qualified supervising companies to
monitor the construction work carried out by third-party contractors.

The construction business and the property development business are subject to
claims under statutorily mandated quality warranties

Under the Regulations on the Implementation of Housing Quality Warranty Card
and User’s Guide System for Commodity Housing (% E T4/ B A EEmMAT il
FABLBE S B R E), all property development companies in the PRC must provide
certain quality warranties for the commodity housing they sell. The Acquired Group is
required to provide these warranties to its customers. The Acquired Group signs the
quality warranty cards with its customers at the time when the commodity houses are
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delivered to the customers. The Acquired Group is responsible for the repair work on
any defects in the main structure of the houses or in the related facilities that are
caused by non-human errors. In respect of defects identified in the main structure of
the commodity houses, the quality warranties cover a reasonable term of use which is
normally fifty years. For defects identified in the related facilities or components of the
houses (e.g. pipes, windows), the quality warranties normally cover a period of one to
five years, depending on the type of facilities involved. If a significant number of
claims are brought against it under its warranties and if it is unable to obtain
reimbursement for such claims from third-party contractors in a timely manner or at
all, or if the retention money retained by it is not sufficient to cover its payment
obligations under the quality warranties, it could incur significant expenses to resolve
such claims or face delays in correcting the related defects, which could in turn harm
its reputation and have an adverse effect on its business, financial condition and results
of operations.

In order to lessen the risk brought about by the potential claims made by the
Acquired Group’s customers under the quality warranties, the Acquired Group, as
mentioned above, adopts procedures to carefully screen out substandard third-party
contractors and engages supervising companies to routinely monitor the progress and
quality of the work performed by the contractors.

The Enlarged Group may not be able to recruit or retain expertise to operate and
manage the property business

Given the intense competition for experienced managerial talent and skilled
personnel in the PRC property market and the limited pool of qualified candidates, the
Enlarged Group may not be able to retain its current senior executives or key
personnel. The Enlarged Group may also be unable to attract and recruit high-quality
senior executives or key personnel in the future. The loss of its senior management or
other key personnel and failure to find qualified replacements could disrupt and
adversely affect the operations of the Enlarged Group. If the Enlarged Group cannot
attract and retain qualified personnel for its property business, its performance and
future growth may be adversely affected.

The Enlarged Group will continue to offer competitive remuneration packages and
provide suitable training opportunities in order to retain and recruit qualified staff. The
Directors will review the remuneration policies and training programmes of the
Enlarged Group from time to time to ensure that employees are provided with
sufficient incentives. The Directors are also of the opinion that, with its established
reputation in the PRC, the Enlarged Group is able to provide a good development
platform for its staff. Further, both the Honglianhu Project and the PKU Resource — Li
Cheng Project are promising projects. The Directors therefore believe that, the Enlarged
Group will be able to retain and recruit suitable personnel.
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We may be unable to access adequate financial resources to finance projects in the
future

The property business is capital intensive. The availability of adequate financial
resources is therefore crucial to the ability of the Enlarged Group to finance its
property projects. The Enlarged Group’s ability to secure adequate and suitable
financing for its projects depends on a number of factors that are beyond the control of
the Enlarged Group, including general economic conditions, credit availability from
financial institutions, cost of borrowing and monetary policies in the PRC. There can
be no assurance that the Enlarged Group will be able to obtain sufficient funds on
favorable or acceptable terms, or at all, to fund its current and future property projects.

The Enlarged Group plans to make use of its internal resources, bank borrowings
and proceeds from the pre-sale and sale of properties to finance future projects. As
disclosed in the other parts of this letter, it is expected that various projects of the
Acquired Group will be able to self-finance themselves after 31 December 2014
without additional material capital commitment required. Further, PKU Resource has
confirmed that, in case where the Enlarged Group is not able to secure the required
financing from the financial institutions in the PRC, it will procure the necessary
capital for the development of the PKU Resource — Li Cheng Project and the
Honglianhu Project in the future of up to RMB680 million in the two years ending 31
December 2014. The Enlarged Group will also explore other means of financing,
including development loans from banks, entrusted loans from trust companies and
loans from Founder Finance.

Relevant laws and regulations for the real estate business in the PRC
Establishment of a real estate development enterprise

Pursuant to the Law of the PRC on Urban Real Estate Administration (#1# ARt
AT b #%)  (the “Urban  Real Estate Law”) and the Regulation on
Administration of Development of Urban Real Estate (3775 2 BH #8 40854 #LG]) (the
“Development Regulations”), a company engaging in development of real estate shall
satisfy the following requirements: (1) the registered capital shall be no less than
RMB1,000,000; and (2) the company shall have at least four professional real estate/
construction technicians and two accountants, each of whom shall hold the relevant
qualification certificate. A real estate development company must file for record with
the relevant real estate development authority within 30 days of the receipt of its
business license. Companies who engage in real estate development without a business
license may be ordered to cease their business.

Under the PRC laws and regulations, the establishment of foreign invested
enterprises must be approved by the authorities of commerce prior to its registration
with the department of administration for industry and commerce. According to the
Foreign Investment Industrial Guidance Catalogue (2011 Revision), the following real
estate development businesses are classified as the restricted category: (i) the
development of large scale of land lots which shall be operated only by Sino-foreign
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joint venture or Sino-foreign co-operative venture; (ii) the construction and operation
of upscale hotels, premium office buildings and international conference centers; (iii)
the secondary real estate market and housing agents or brokerages.

According to the Circular on Standardising the Admittance and Administration of
Foreign Capital in the Real Estate Market (Jian Zhu Fang [2006] No.171) (EE&H - i
Bah ~ BB AR B - PRONRSRAT - BIR TR BV AR - BRSNS BLR B R A
55 HhEE TSN EE AR B & L), foreign institutions or individuals purchasing real
estate in China not for their own use shall follow the principle of commercial existence
and apply for establishment of foreign investment enterprises to carry on their business.
Pursuant to the Notice Concerning Further Strengthening and Regulating the
Examination, Approval and Supervision of Direct Foreign Investment in Real Estate
(Shang Zi Han [2007] No. 50) (Fi#50 ~ BIZRSNHERE BB HE— 2 i - Mo E 1
7 b SE AR B R A, local approval authorities must report to MOFCOM for
record their approvals of establishment of foreign invested real estate enterprises.

Qualification of a real estate development enterprise

Under the Provisions on Administration of Qualifications of Real Estate
Developers (7 2 B #E 0 E EH AT ), a real estate development enterprise may not
engage in the development and operation of property without a qualification
classification certificate for real estate development. Qualifications of real estate
development enterprises are classified into four classes: class 1, class 2, class 3 and
class 4. Different classes of qualification shall be examined and approved by the
corresponding authorities. A newly established real estate developer could apply for a
provisional qualification certificate if eligible. The provisional qualification certificate
shall be effective for one year and can be renewed by the authorities for not more than
two years. A developer of any qualification classification may only engage in the
business of real estate development and operation within its approved business scope,
and it may not engage in business which falls outside its approved scope. Companies
engaging in real estate development without obtaining a qualification classification
certificate or beyond the classification may be ordered to make corrections within a
specified time limit and imposed a fine by relevant authorities; where no corrections
are made after the expiration of the time limit, the business license may be revoked.

Development of real estate

Pursuant to the Regulations on the Granting of State-owned Construction Land
Use Right through Public Tender, Auction and Listing-for-Sale (1% FERR 35 A 7
R L FARERTE), the use right of land for industrial, commercial, tourism,
entertainment and commodity housing development shall be granted by way of public
tender, auction or listing-for-sale. the grantee of state-owned construction land use
rights shall fully pay up the premium for the land use right in accordance with the land
use right granting contract before it apply for the State-owned Construction Land Use
Right Certificate. According to the Urban Real Estate Law, those who have obtained
the granted land use right must develop the land in accordance with the use and term
as prescribed by the granting contract; where the development has not been started one
year later than the prescribed date, an idle land fee less than 20 percent of the premium

_54 —



LETTER FROM THE BOARD

for the land use right may be collected; where the development has not been started
two years later, the land use right may be taken back without any compensation, except
that the delays are caused by force majeure, the activities of government or
governmental departments, or the necessary preparatory work for starting the
development. The Measures on the Disposal of Idle Land (P +HupE & H#HHEL) provides
the specific measures to dispose idle lands. None of the land use rights owned by the
Acquired Group has been identified as idle land. According to the Measures on the
Disposal of Idle Land (& THbE &%), the land use rights for PKU Resource — Li
Cheng Project owned by Kunshan Hi-Tech are not idle land. For Honglianhu Project,
the construction work has not been started because the housing demolition and
relocation on this land has not been completed. The current demolition work is now
supported by the local land authority and the Administration Committee of Honglianhu
Resort, and this parcel of land has not been identified as idle land either. The
demolition work is expected to be completed in April 2013, and the development and
construction is expected to be commenced in May 2013.

According to the Urban and Rural Planning Law of the PRC (13 A [ 4k 45
Hi#iL), after signing the granting contract for the land use right, a real estate
developer shall apply for a Planning Permit for Construction Land (% 5% I #k &) 75 ] 7%)
from the urban and rural planning authority. If the construction is located in a planning
zone of a city or county, the real estate developer shall apply for a Planning Permit for
Construction Works (i3 TREREFFA[#) from the city/county planning authority. Real
estate developers who have violated the aforesaid rules may be ordered to cease
construction or to make rectification with penalty, or to demolish the project within a
time limit.

According to the Measures for the Administration of Construction Permits for
Construction Projects (5 TFi LFFrl & HHL), a real estate developer shall apply
for a Commencement Permit for Construction Works (3% T TFFA#) from the
construction authority prior to the commencement of the construction, except that the
investment amount of the construction project is less than RMB300,000 or the
construction area is less than 300 square meters. Real estate developers starting
construction without obtaining a Commencement Permit for Construction Works may
be ordered to make rectification or to stop construction and be imposed penalty by the
competent authority.

Pursuant to the Regulation on the Quality Management of Construction Projects (
R TR R B B]), after the completion of construction, a real estate developer
shall arrange for the acceptance examination of the quality of the construction, and file
with the real estate development authority within 15 days after passing the acceptance
examination. Real estate developers failing to arrange the acceptance examination or
failing to pass the examination, the estate developer shall be ordered to make
corrections and shall be imposed a fine by the competent authority. The documents to
file shall also contain, among other things, the acceptance approval documents issued
by the planning, environmental protection, fire control and other relevant authorities.
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Acquired Group has been in compliance with all the aforementioned regulations in
all the material aspects during the three years ended 31 December 2011 and the five
months ended 31 May 2012. The company noticed that the completion date stipulated
in the grant contract of land use right for PKU Resource — Li Cheng Project is 27
January 2012; however, since the delay of the delivery of the land by the governmental
department, PKU Resource — Li Cheng Project has not been completed yet. Kunshan
Hi-Tech has notified the land authority in respect of this matter, and the authority does
not raise any objections.

Sale of commodity properties

The Regulatory Measures on the Sale of Commodity Housings (7% &5 & 5 &5 FH i
%) divided the sale of commodity housings into pre-completion sales and
post-completion sales. For the pre-completion sales, the Administrative Measures
Governing the Pre-sale of Urban Commodity Housings (37 5 5 & 45 #EHE)
provides that a real estate developer intending to sell commodity properties before their
completion shall obtain a Permit of Pre-Completion Sale of Commodity Housings. Real
estate developers selling commodity properties without obtaining the aforesaid permit
may be ordered to stop illegal acts, have illegal gains confiscated and be imposed a
fine by the competent authority. The developer shall sign a contract on the pre-sale of
the commodity property with the purchaser, and apply for registration of the contract
with the real estate development authority.

Lease of real properties

According to the Urban Real Estate Law and the Regulations on Leases of
Commodity Housings (7 /75 EH &AL, the parties to a lease of a property shall
file the written lease contract with the property administration authority. Parties to the
lease contract failing to file the contract may be ordered to make rectification.

Listing Rules Implications

As one or more of the applicable percentage ratios, where appropriate, calculated
with reference to Rule 14.07 of the Listing Rules, exceed 100%, the Acquisition
constitutes a very substantial acquisition for the Company under the Listing Rules and
is therefore subject to the announcement and shareholders’ approval requirements under
Chapter 14 of the Listing Rules.

As at the Latest Practicable Date, the Company is owned as to approximately
32.84% of the issued Shares by the Vendor. As the Vendor is a controlling shareholder
of the Company, it is a connected person of the Company under the Listing Rules.
Accordingly, the Acquisition and the issue of the Subscription Convertible Bonds and
the transactions contemplated under the S&P and Subscription Agreement also
constitute non-exempt connected transactions for the Company under Chapter 14A of
the Listing Rules and are subject to approval by the Independent Shareholders at the
SGM. The Vendor, its associates and those who are involved in or interested in the
Acquisition and the Subscription will abstain from voting at the SGM in respect of the
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resolutions approving the Acquisition, the Subscription, the issue of Convertible Bonds
and the allotment and issue of the Consideration Shares and the Conversion Shares
upon conversion pursuant to the terms and conditions of the Convertible Bonds.

3. WHITEWASH WAIVER

As at the Latest Practicable Date, the Vendor owns approximately 32.84% shareholding
in the Company. After the issuance of the Consideration Shares to the Vendor, the Vendor
and parties acting in concert with it will be interested in a total of 891,171,976 Shares,
representing approximately 54.54% of the enlarged issued share capital of the Company
(assuming no further Shares will be allotted and issued prior to the issue of the
Consideration Shares). The Vendor will then have an obligation to make a mandatory general
offer for all the Shares not already owned or agreed to be acquired by the Vendor and
parties acting in concert with it pursuant to Rule 26 of the Takeovers Code, unless the
Whitewash Waiver is granted by the Executive.

As a result, an application has been made by the Vendor to the Executive for the
Whitewash Waiver. The Whitewash Waiver, if granted by the Executive, will also be subject
to, amongst others, the approval by the Independent Shareholders taken by way of a poll at
the SGM to waive the general offer obligation on the part of the Vendor and parties acting
in concert with it which will be triggered as a result of the issue of the Consideration
Shares. The Vendor, parties acting in concert with it or those who are interested in or
involved in the Acquisition, the Whitewash Waiver and the transactions contemplated
thereunder will abstain from voting in respect of the resolution approving the Acquisition,
the Subscription, the Whitewash Waiver and the transactions contemplated thereunder at the
SGM.

After the Consideration Shares are issued to the Vendor, the Vendor and parties acting
in concert with it will hold more than 50% of the voting rights of the Company and
thereafter the Vendor and parties acting in concert with it may increase its holding in the
Company without incurring any further obligation under Rule 26 of the Takeovers Code to
make a general offer.

The Vendor has confirmed that (a) it and/or parties acting in concert with it have not
acquired voting rights attaching to the relevant securities (as defined in Note 4 to Rule 22 of
the Takeovers Code) of the Company; (b) there have been no disqualifying transactions as
stipulated under paragraph 3 of Schedule VI to the Takeovers Code; and (c) there have been
no dealings in the Shares by them, within the six months period prior to the date of the
Announcement and up to and including the Latest Practicable Date.

As at the Latest Practicable Date, save for the Convertible Bonds and the outstanding
42,056,200 share options granted under the Share Option Scheme, the Company has no
outstanding derivatives, options, warrants, conversion rights or other similar rights which are
convertible or exchangeable into Shares or affect the Shares of the Company.
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Save as otherwise disclosed in this circular, as at the Latest Practicable Date:

(i) there is no arrangement (whether by way of option, indemnity or otherwise) in
relation to the Shares and which might be material to the Acquisition, the issue of
the Consideration Shares and the Convertible Bonds and the Whitewash Waiver;

(i) the Vendor does not have any agreement or arrangement to which any of them is
a party which relates to the circumstances in which any of them may or may not
invoke or seek to invoke a pre-condition or a condition to the Acquisition, the
Subscription, the issue of the Consideration Shares and the Convertible Bonds and
the Whitewash Waiver;

(iii) there is no outstanding derivative in respect of relevant securities (as defined in
the Takeovers Code) in the Company which has been entered into by any of the
Vendor or parties acting in concert with it;

(iv) neither the Vendor nor any parties acting in concert with it holds any convertible
securities, warrants, derivatives or options of the Company;

(v) neither the Vendor nor any parties acting in concert with it has received an
irrevocable commitment or arrangements to vote in favour of or against the
resolutions in respect of the Whitewash Waiver; and

(vi) there are no relevant securities (as defined in the Takeovers Code) in the
Company which the Vendor or any parties acting in concert with it has borrowed
or lent.

4. CONTINUING CONNECTED TRANSACTIONS: LOAN AGREEMENT AND
ENTRUSTED LOAN AGREEMENT

On 6 May 2012, Kunshan Hi-Tech entered into the Loan Agreement with PKU
Resource pursuant to which PKU Resource would entrust Founder Finance to provide a
one-year term loan in the sum of RMB250,000,000 to Kunshan Hi-Tech. On 5 July 2012,
Founder Finance entered into the Entrusted Loan Agreement with Kunshan Hi-Tech to give
effect to the aforesaid.

Principal terms of the Loan Agreement and Entrusted Loan Agreement

Loan Agreement

Lender: PKU Resource, which is principally engaged in

property development, real estate activities,
trading and education investment

Borrower: Kunshan Hi-Tech

Loan Amount: RMB250,000,000
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Term: one year from the date when the subject loan is
drawn
Interest: at the interest rate at 12.5% per annum and to be

paid semi-annually

Security provided: charge over the Land Use Rights to the entity
designated by PKU Resource

Repayment: The whole loan shall be repaid on at the end of
the term

Entrusted Loan Agreement

The principal terms of the Entrusted Loan Agreement are substantially the same
as the Loan Agreement except that the Lender is Founder Finance instead of PKU
Resource.

Reasons for and benefits of the Entrusted Loan

In view of recent stringent PRC banking policies in releasing loans to property
companies, it is very difficult for Kunshan Hi-Tech to apply for new loans from banks.
As Kunshan Hi-Tech needs capital to develop the PKU Resource — Li Cheng Project in
Kunshan, the Entrusted Loan can effectively reduce the working capital pressure on
Kunshan Hi-Tech at commercially reasonable rate, which is determined based on the
loan rates provided to other group companies, which is in turn beneficial to the long
term development of Kunshan Hi-Tech. As it is a general practice for loan terms in the
PRC to be not more than one year, the one-year term of the Entrusted Loan is in line
with market practice. Since the Entrusted Loan is provided by PKU Resource, being
the associate of the ultimate controlling shareholder of the Company, it is more likely
that the Entrusted Loan will be extended than loans provided by independent third
parties. However, as at the Latest Practicable Date, no agreement has been reached
between the Group and PKU Resource to extend the Entrusted Loan. Should there be
any extension of the Entrusted Loan subsequently, the Company will take steps to
comply with the requirements under the Listing Rules.

The terms of the Loan Agreement and the Entrusted Loan Agreement were
negotiated on an arm’s length basis between all parties thereto and were determined on
normal commercial terms. Taking into account the difficulties faced by the PRC
property companies to obtain financing as a result of recent tightening of PRC banking
policies in releasing loans to property companies, the Directors (including the
independent non-executive Directors) are of the view that the Loan Agreement and the
Entrusted Loan Agreement are fair and reasonable, on normal commercial terms, and in
the interests of the Company and the Shareholders as a whole. As the passing by the
Independent Shareholders of all necessary resolutions at the SGM approving the Loan
Agreement and Entrusted Loan Agreement is one of the conditions precedent of the
Acquisition which cannot be waived, in the event that the Loan Agreement and the
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Entrusted Loan Agreement are not approved by the Independent Shareholders, the
Acquisition will be lapsed and the Loan Agreement and the Entrusted Loan Agreement
will no longer constitute continuing connected transactions of the Company.

Listing Rules Implications

Upon Completion, Kunshan Hi-Tech will become an indirect non wholly-owned
subsidiary of the Company. Further, PKU Resource is a fellow subsidiary of Peking
Founder, whereas Founder Finance is a subsidiary of Peking Founder. As Peking
Founder is the parent company of the Vendor, the controlling Shareholder of the
Company, both PKU Resource and Founder Finance are therefore connected persons of
the Company under Chapter 14A of the Listing Rules. Accordingly, upon Completion,
the Loan Agreement and the Entrusted Loan Agreement will constitute continuing
connected transactions for the Company pursuant to Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios pursuant to Rule 14.07 of the
Listing Rules for the transactions contemplated under the Loan Agreement and the
Entrusted Loan Agreement exceeds 5% and the consideration for the above transactions
exceed HK$10,000,000, the Loan Agreement and the Entrusted Loan Agreement will
constitute non-exempt continuing connected transactions for the Company upon
Completion and are subject to the reporting, announcement, annual review and
Independent Shareholders’ approval requirements under Chapter 14A of the Listing
Rules. PKU Resource, Founder Finance, their respective associates and those who are
involved in or interested in the Loan Agreement and the Entrusted Loan Agreement
will abstain from voting at the SGM in respect of the resolutions approving the Loan
Agreement and the Entrusted Loan Agreement. Accordingly, the Vendor, together with
its associates, which held 363,265,000 Shares as at the Latest Practicable Date are
required to abstain form voting at the SGM.

CONTINUING CONNECTED TRANSACTIONS: MASTER LEASE AGREEMENT

On 28 August 2012, the Company entered into the Master Lease Agreement with

Peking Founder, pursuant to which the Company agrees to procure one of its subsidiaries to
lease certain commercial premises at Founder International Building to Peking Founder
Group subject to the approval by the Independent Shareholders. Peking Founder shall
arrange the members of Peking Founder Group to enter into separate lease agreements with
the Group. The commencement date of the individual leases shall be specified in each
individual lease agreement and the end date of all the individual leases shall not be later
than 31 December 2014.

Principal terms of the Master Lease Agreement
The principal terms of the Master Lease Agreement are set out below:
Lessee : Peking Founder

Lessor : the Company
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Conditions precedent

Property leased

Leased area

Lease term

Rental

(i) the Company and the owner of the Founder
International Building signs an agreement
pursuant to which the Group is granted the
right to manage Founder International Building

(i) the Master Lease Agreement is approved by
the Independent Shareholders

certain commercial premises on floors G3 to 17 in
the Founder International Building

approximately 22,000 square meters, representing
approximately 50.4% of the total rentable gross
floor area of approximately 43,635 square meters of
Founder International Building. The remaining
approximately 21,635 square meters, representing
approximately 49.6% of the total rentable gross
floor area of Founder International Building is to be
leased to independent third parties. For the five
months ended 31 May 2012, the occupancy rate for
Founder International Building was approximately
93.6%.

from the date specified in the individual Ilease
agreement to the end date not later than 31
December 2014

determined with reference to the prevailing market
rate at a discount given Peking Founder Group is
the single largest lessee of Founder International
Building. The level of discount is made with
reference to the current discount offered to members
of Peking Founder Group by JtIUH7 BLARSE B4 FR A
(Beijing Xinaote Group Company Limited) (“Beijing
Xinaote”). Taking into account that the Master
Lease Agreement accounts for over half of the
Founder International Building, the lease terms are
generally longer than 2 years and the existing
landlord is offering similar discount, it is considered
as normal commercial terms to provide discount to
such major lessees which provides stable and
predictable income to the lessor in the long run

On 28 August 2012, the Company signed a memorandum of understanding with

Beijing Xinaote, the owner of the Founder International Building. To the best
knowledge of the Directors, except that PKU Resource has 18% equity interest in
Beijing Xinaote, each of Beijing Xinaote and its ultimate beneficial owners is a third
party independent of the Company and its connected persons. Under the said
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memorandum of understanding, after the transactions contemplated under the Master
Lease Agreement have been approved by the Independent Shareholders, Beijing
Xinaote and a subsidiary designated by the Company shall enter into a formal
agreement pursuant to which the Group shall pay to Beijing Xinaote the sums of
RMB22 million (annualized amount, the actual amount payable for the year ending 31
December 2012 will be adjusted in pro-rata basis based on the final effective date of
the agreement), RMB22.5 million and RMB23 million (subject to any possible
adjustment as may be agreed by the parties in case there is change in market condition)
for the years ending 31 December 2012, 2013 and 2014 respectively in consideration
that the Group will be granted the right to manage Founder International Building and
shall receive all profits (including but not limited to the rental income received from
the tenants) derived from the Founder International Building. The amounts payable to
Beijing Xinaote under the aforesaid memorandum of understanding was determined
under arm’s length negotiations between the Company and Beijing Xinaote after
considering, among others, the expected annual rental income to be derived from the
Founder International Building, the Group’s relationship with Peking Founder being the
largest lessee of the Founder International Building, and the expected rise in rental rate
in the future. In the event that the Master Lease Agreement is voted down or is not
proceeded with due to other reasons, the Company will not sign the formal agreement
with Beijing Xinaote.

The Master Lease Agreement is not conditional upon the Completion, whereas the
Completion is not conditional upon the approval of the Master Lease Agreement by the
Independent Shareholders.

Annual caps

The annual caps for all the transactions contemplated under the Master Lease
Agreement for each of the three years ending 31 December 2014 is RMB20 million
(equivalent to approximately HK$24.4 million) (annualized amount, the actual annual
cap for the year ending 31 December 2012 will be adjusted in pro-rata basis based on
the final effective date of the Master Lease Agreement), RMB27 million (equivalent to
approximately HK$33.0 million) and RMB34 million (equivalent to approximately
HK$41.5 million) respectively which are determined with reference to the historical
and current market unit rental, historical occupancy rate, tenure of existing tenancy
agreements and the expected increase in unit rental and occupancy rate. The Directors
(including the independent non-executive Directors) consider such annual caps are fair
and reasonable and in the interests of the Company and the Shareholders as a whole.

Reasons for and benefits of the Master Lease Agreement

The Directors are of the view that the transactions contemplated under the Master
Lease Agreement enable the Group to earn stable rental income by leasing certain
commercial premises to members of Peking Founder Group. Besides, Founder
International Building is located in the Zhongguancun area in Haidian District of
Beijing which is well known as a technology district. Therefore, the target tenants of
Founder International Building are mainly technology companies. Taking into account
that “Founder” is a renowned technology related brand in the PRC, the Directors are of
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the view that the leasing of certain commercial premises of Founder International
Building to members of Peking Founder Group (a majority of them are technology
related companies) can effectively enhance the goodwill of Founder International
Building and increase the overall occupancy rate by attracting other high quality
technology companies. The occupancy rate for Founder International Building was
approximately 93.6% for the five months ended 31 May 2012. The Company will
continue to engage those tenants so that a stable rental income will be achieved after
the Acquisition. At the same time, the Company will evaluate whether there is a need
to renovate the Founder International Building, to engage in more promotional
activities with the aim to promote the image of Founder International Building so as to
attract higher quality tenants and for rental appreciation.

The Directors (including the independent non-executive Directors) are of the view
that transactions under the Master Lease Agreement are fair and reasonable, on normal
commercial terms, in the ordinary and usual course of business of the Group and in the
interests of the Company and the Shareholders as a whole.

Listing Rules Implications

As at the Latest Practicable Date, the Company is owned as to approximately
32.84% of the issued Shares by the Vendor, which is a subsidiary of Peking Founder.
Therefore, Peking Founder is a connected person of the Company under Chapter 14A
of the Listing Rules. Accordingly, the transactions contemplated under the Master
Lease Agreement will constitute continuing connected transactions for the Company
pursuant to Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios pursuant to Rule 14.07 of the
Listing Rules for the transactions contemplated under the Master Lease Agreement
exceeds 5% and the consideration for the above transactions is expected to exceed
HK$10,000,000, the transactions contemplated under the Master Lease Agreement
constitute non-exempt continuing connected transactions for the Company and are
subject to the reporting, announcement, annual review and Independent Shareholders’
approval requirements under Chapter 14A of the Listing Rules. Peking Founder, its
associates and those who are involved in or interested in the transactions contemplated
under the Master Lease Agreement will abstain from voting at the SGM in respect of
the resolutions approving the Master Lease Agreement.

6. SGM

A notice convening the SGM to be held at 10:00 a.m. on Wednesday, 5 December 2012
at Unit 1408, 14th Floor, Cable TV Tower, 9 Hoi Shing Road, Tsuen Wan, New Territories,
Hong Kong is set out on pages SGM-1 to SGM-3 of this circular for the purpose of
considering and, if thought fit, passing the ordinary resolutions in relation to the Acquisition,
the Subscription, the issue of the Convertible Bonds and the allotment and issue of the
Consideration Shares and the Conversion Shares, the Whitewash Waiver, the Loan
Agreement, the Entrusted Loan Agreement and the Master Lease Agreement.
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The ordinary resolutions to be proposed at the SGM will be determined by way of poll.
Any Shareholder who or whose associates which has material interest in the transactions and
those who are involved in or interested in the relevant resolutions to be approved at the
SGM will abstain from voting on the relevant resolutions. Accordingly, the Vendor, together
with its associates, which held 363,265,000 Shares as at the Latest Practicable Date are
required to abstain from voting with respect to the resolution for approving the Acquisition,
the Subscription, the issue of the Convertible Bonds and the allotment and issue of the
Consideration Shares and the Conversion Shares, the Whitewash Waiver, the Loan
Agreement, the Entrusted Loan Agreement and the Master Lease Agreement.

A form of proxy for use at the SGM is enclosed with this circular. Whether or not you
are able to attend the SGM, you are requested to complete the enclosed form of proxy in
accordance with the instructions printed thereon and return the same as soon as possible to
the principal place of business of the Company at Unit 1408, 14th Floor, Cable TV Tower, 9
Hoi Shing Road, Tsuen Wan, New Territories, Hong Kong and in any event not less than 48
hours before the time scheduled for the holding of the SGM or any adjournments thereof.
Completion and return of the form of proxy will not preclude you from attending and voting
in person at the SGM or any adjournments thereof should you so desire.

7. RECOMMENDATION

The Independent Board Committee has been appointed to advise the Independent
Shareholders in connection with the Acquisition, the Subscription, the issue of the
Convertible Bonds and the allotment and issue of the Consideration Shares and the
Conversion Shares, the Whitewash Waiver, the Loan Agreement, the Entrusted Loan
Agreement and the Master Lease Agreement.

Anglo Chinese has been appointed to advise the Independent Board Committee and the
Independent Shareholders in connection with the Acquisition, the Subscription, the issue of
the Convertible Bonds and the allotment and issue of the Consideration Shares and the
Conversion Shares, the Whitewash Waiver, the Loan Agreement, the Entrusted Loan
Agreement and the Master Lease Agreement.

The Independent Board Committee, having taken into account the advice of Anglo
Chinese, is of the view that the Acquisition, the Subscription, the issue of the Convertible
Bonds, the allotment and issue of the Consideration Shares and the Conversion Shares, the
Whitewash Waiver, the Loan Agreement, the Entrusted Loan Agreement and the Master
Lease Agreement 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 Independent Board Committee recommend the Independent Shareholders to
vote in favour of the ordinary resolutions in relation to the Acquisition, the Subscription, the
issue of the Convertible Bonds, the allotment and issue of the Consideration Shares and the
Conversion Shares, the Whitewash Waiver, the Loan Agreement, the Entrusted Loan
Agreement and the Master Lease Agreement as set out in the notice of SGM enclosed to this
circular.
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Except for (i) Mr Zhang Zhao Dong is the director of Peking Founder; and (ii) being
Directors and their respective interest in shares and share option in the Company and its
associated corporation as disclosed in Appendix VI to this circular, the Directors do not have
material interest in the Acquisition, the Subscription, the issue of the Convertible Bonds, the
allotment and issue of the Consideration Shares and the Conversion Shares, the Whitewash
Waiver, the Loan Agreement, the Entrusted Loan Agreement and the Master Lease
Agreement.

As Mr Zhang Zhao Dong is the director of Peking Founder, he has abstained from
voting on the board resolutions approving the Acquisition, the Subscription, the issue of the
Convertible Bonds, the allotment and issue of the Consideration Shares and the Conversion
Shares, the Whitewash Waiver, the Loan Agreement, the Entrusted Loan Agreement and the
Master Lease Agreement.

8. ADDITIONAL INFORMATION

Your attention is also drawn to the information as set out in the appendices to this
circular and the notice of the SGM as set out on pages SGM-1 to SGM-3, which form part
of this circular.

As Completion is subject to fulfilment of a number of conditions precedent under
the S&P and Subscription Agreement, the Acquisition and the Subscription may or may
not proceed. Shareholders and potential investors are urged to exercise extreme caution
when dealing in the Shares.

Yours faithfully,

For and on behalf of the Board
EC-Founders (Holdings) Company Limited
Zhang Zhao Dong
Chairman
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ﬂ EC-FOUNDER (HOLDINGS) COMPANY LIMITED

RIERG(ER)BIRZE]

(Incorporated in Bermuda with limited liability)
(Stock Code: 00618)

Date 16 November 2012
To the Independent Shareholders
Dear Sir or Madam,

(1) VERY SUBSTANTIAL ACQUISITION AND CONNECTED TRANSACTIONS:
ACQUISITION OF TIANRANJU AND TIANHE AND ISSUE OF
CONSIDERATION SHARES AND CONVERTIBLE BONDS
(2) WHITEWASH WAIVER
(3) CONTINUING CONNECTED TRANSACTIONS:

LOAN AGREEMENT AND ENTRUSTED LOAN AGREEMENT
(4) CONTINUING CONNECTED TRANSACTIONS:

MASTER LEASE AGREEMENT

We have been appointed as members of the Independent Board Committee to advise
you in respect of the Acquisition, the Subscription, the issue of the Convertible Bonds, the
allotment and issue of the Consideration Shares and the Conversion Shares, the Whitewash
Waiver, the Loan Agreement, the Entrusted Loan Agreement and the Master Lease
Agreement, details of which are set out in the letter from the Board in the circular (the
“Circular”) of the Company dated 16 November 2012, of which this letter forms part.
Capitalised terms used in this letter shall have the same meanings as defined in the Circular
unless the context otherwise requires.

We wish to draw your attention to the letter of advice from Anglo Chinese as set out
on pages 68 to 119 of the Circular, which contains its advice and recommendation to us as
to whether or not the Acquisition, the Subscription, the issue of the Convertible Bonds, the
allotment and issue of the Consideration Shares and the Conversion Shares, the Whitewash
Waiver, the Loan Agreement, the Entrusted Loan Agreement and the Master Lease
Agreement are fair and reasonable so far as the Independent Shareholders are concerned and
in the interests of the Company and the Shareholders as a whole, as well as the principal
factors and reasons for its advice and recommendation.

Having considered, amongst other matters, the factors and reasons considered by, and
the opinion of, Anglo Chinese as stated in its aforementioned letter of advice, we are of the
opinion that the Acquisition, the Subscription, the issue of the Convertible Bonds, the
allotment and issue of the Consideration Shares and the Conversion Shares, the Whitewash
Waiver, the Loan Agreement, the Entrusted Loan Agreement and the Master Lease
Agreement are fair and reasonable so far as the Independent Shareholders are concerned and

*  For identification purpose only
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in the interests of the Company and the Shareholders as a whole. We therefore recommend
the Independent Shareholders to vote in favour of the relevant resolution to be proposed at
the SGM to approve the Acquisition, the Subscription, the issue of the Convertible Bonds,
the allotment and issue of the Consideration Shares and the Conversion Shares, the
Whitewash Waiver, the Loan Agreement, the Entrusted Loan Agreement and the Master
Lease Agreement.

Yours faithfully,
The Independent Board Committee of
EC-Founder (Holdings) Company Limited

Li Fat Chung Wong Lam Kit Yee Cao Qian
Independent non-executive Independent non-executive Independent non-executive
Director Director Director
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The following is the text of the letter of advice from Anglo Chinese to the Independent
Board Committee and the Independent Shareholders for the purpose of incorporation into
this circular.

&4
L2
ANGLO CHINESE = I
CORPORATE FINANCE, LIMITED j;j >
40th Floor, Two Exchange Square, 8 Connaught Place, Central, Hong Kong. JR
www.anglochinesegroup.com ’;__J‘ %

16th November, 2012

To the Independent Board Committee
and the Independent Shareholders

Dear Sirs,

(1) VERY SUBSTANTIAL ACQUISITION AND CONNECTED TRANSACTIONS:
ACQUISITION OF TIANRANJU AND TIANHE AND ISSUE OF
CONSIDERATION SHARES AND CONVERTIBLE BONDS
(2) WHITEWASH WAIVER
(3) CONTINUING CONNECTED TRANSACTIONS:

LOAN AGREEMENT AND ENTRUSTED LOAN AGREEMENT
(4) CONTINUING CONNECTED TRANSACTIONS:

MASTER LEASE AGREEMENT

INTRODUCTION

We refer to the announcement dated 6th September, 2012 and the circular dated 16th
November, 2012 (the “Circular”) issued by the Company in relation to the Acquisition, the
Subscription, the issue of the Convertible Bonds, the allotment and issue of the
Consideration Shares and the Conversion Shares upon conversion pursuant to the terms and
conditions of the Convertible Bonds, the Whitewash Waiver, the Loan Agreement, the
Entrusted Loan Agreement and the Master Lease Agreement (the “Proposed Transactions”).
Terms defined in the Circular shall have the same meanings when used in this letter unless
the context requires otherwise.

We have been appointed as the independent financial adviser to advise the Independent
Board Committee and the Independent Shareholders in respect of the Proposed Transactions.

THE PROPOSED TRANSACTIONS
The Acquisition

On 23rd August, 2012, the Company and the Vendor entered into the S&P and
Subscription Agreement, pursuant to which the Company has conditionally agreed to (i)

purchase the Sale Shares from the Vendor for a total consideration of HK$537 million which
will be satisfied by the issue of the Consideration Shares as to HK$227 million and the
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Consideration Convertible Bonds as to HK$310 million; and (ii) issue the Subscription
Convertible Bonds to the Vendor at the consideration of HK$62 million. Both the
Consideration Convertible Bonds and the Subscription Convertible Bonds are convertible
into Shares at the conversion price of HK$0.43 per Conversion Share (the “Conversion
Price”). Both the Consideration Shares and the Conversion Shares shall be allotted and
issued pursuant to the specific mandate to be sought at the SGM, and shall rank pari passu
with the Shares in issue.

The Consideration Shares represent approximately 47.73% of the issued share capital of
the Company as at the Latest Practicable Date and approximately 32.31% of the issued share
capital of the Company as enlarged by the allotment and issue of the Consideration Shares
(assuming no further Shares will be allotted and issued prior to the issue of the
Consideration Shares). Upon conversion in full of the Convertible Bonds, an aggregate of
865,116,278 Conversion Shares will be issued, representing approximately 78.22% of the
issued share capital of the Company as at the Latest Practicable Date and approximately
34.62% of the issued share capital of the Company as enlarged by the allotment and issue of
the Conversion Shares (assuming no further Shares will be allotted and issued prior to such
conversion except for the Consideration Shares). The Company will apply to the Stock
Exchange for the listing of, and permission to deal in, the Consideration Shares and the
Conversion Shares. As one or more of the applicable percentage ratios, where appropriate,
calculated with reference to Rule 14.07 of the Listing Rules, exceed 100%, the Acquisition
constitutes a very substantial acquisition for the Company under the Listing Rules and is
therefore subject to the announcement and shareholders’ approval requirements under
Chapter 14 of the Listing Rules.

Whitewash Waiver

As at the Latest Practicable Date, the Vendor owns approximately 32.84% shareholding
in the Company. After the issue of the Consideration Shares to the Vendor, the Vendor and
parties acting in concert with it will be interested in a total of 891,171,976 Shares,
representing approximately 54.54% of the enlarged issued share capital of the Company
(assuming no further Shares will be allotted and issued prior to the issue of the
Consideration Shares). The Vendor will then have an obligation to make a mandatory general
offer for all the Shares not already owned or agreed to be acquired by the Vendor and
parties acting in concert with it pursuant to Rule 26 of the Takeovers Code, unless the
Whitewash Waiver is granted by the Executive.

An application has been made to the Executive for the Whitewash Waiver. The
Whitewash Waiver, if granted by the Executive, will also be subject to, amongst others, the
approval by the Independent Shareholders taken by way of a poll at the SGM to waive the
general offer obligation on the part of the Vendor and parties acting in concert with it which
will be triggered as a result of the issue of the Consideration Shares.
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Loan Agreement and Entrusted Loan Agreement

On 6th May, 2012, Kunshan Hi-Tech entered into the Loan Agreement with PKU
Resource pursuant to which PKU Resource would entrust Founder Finance to provide a
one-year term loan in the sum of RMB250,000,000 to Kunshan Hi-Tech. On 5th July, 2012,
Founder Finance entered into the Entrusted Loan Agreement with Kunshan Hi-Tech to give
effect to the aforesaid.

Upon Completion, Kunshan Hi-Tech will become an indirect non wholly-owned
subsidiary of the Company. Further, PKU Resource is a fellow subsidiary of Peking Founder,
whereas Founder Finance is a subsidiary of Peking Founder. As Peking Founder is the parent
company of the Vendor, the controlling Shareholder of the Company, both PKU Resource
and Founder Finance are therefore connected persons of the Company under Chapter 14A of
the Listing Rules. Accordingly, upon Completion, the Loan Agreement and the Entrusted
Loan Agreement will constitute continuing connected transactions for the Company pursuant
to Chapter 14A of the Listing Rules.

Master Lease Agreement

On 28th August, 2012, the Company entered into the Master Lease Agreement with
Peking Founder, pursuant to which the Company agrees to procure one of its subsidiaries to
lease certain commercial premises at Founder International Building to Peking Founder
Group subject to the approval by the Independent Shareholders. Peking Founder shall
arrange the members of Peking Founder Group to lease such premises and enter into
separate lease agreements with the Group. The commencement date of the individual leases
shall be specified in each individual lease agreement and the end date of all the individual
leases shall not be later than 31st December, 2014.

Parties to abstain from voting

The Vendor, its associates and those who are involved in or interested in the
Acquisition and the Subscription will abstain from voting at the SGM in respect of the
resolutions approving the Acquisition, the Subscription, the issue of the Convertible Bonds
and the allotment and issue of the Consideration Shares and the Conversion Shares upon
conversion pursuant to the terms and conditions of the Convertible Bonds.

The Vendor and parties acting in concert with it and those who are involved in or
interested in the Acquisition, the Subscription, the Whitewash Waiver and the transactions
contemplated thereunder will abstain from voting in respect of the resolution approving the
Acquisition, the Whitewash Waiver and the transactions contemplated thereunder at the
SGM.

PKU Resource, Founder Finance, their respective associates and those who are
involved in or interested in the Loan Agreement and the Entrusted Loan Agreement will
abstain from voting at the SGM in respect of the resolutions approving the Loan Agreement
and the Entrusted Loan Agreement.
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Peking Founder, its associates and those who are involved in or interested in the
transactions contemplated under the Master Lease Agreement will abstain from voting at the
SGM in respect of the resolutions approving the Master Lease Agreement.

Independent board committee

An independent board committee (comprising all three independent non-executive
Directors) has been established to advise the Independent Shareholders in connection with
the Proposed Transactions.

BASIS OF OUR OPINION

In formulating our opinion and recommendation, we have relied on the information,
statements, facts, opinions and representations supplied to us by the Company, including
those contained or referred to in the Circular and the related announcements. We have
reviewed, amongst other things, the published information on the Company including the
annual and interim reports and accounts for the three years ended 31st December, 2011 and
for the six months ended 30th June, 2012. We have also discussed with the management of
the Company the business strategy for the Group, its performance and prospects, the
background to and reasons for the Proposed Transactions.

We refer to the responsibility statement made by the Directors which confirms that the
Directors jointly and severally accept full responsibility for the accuracy of the information
contained in the Circular and that, having made all reasonable enquiries, to the best of their
knowledge, opinions expressed in the Circular have been arrived at after due and careful
consideration and there are no other facts not contained in the Circular the omission of
which would make any statement in the Circular misleading. We have relied on the accuracy
of the information, statements, facts, representations and opinions expressed by the Company
and the Directors contained in and as referred to in the Circular. We have assumed that the
information, statements, facts, representations and opinions were true at the time they were
made and continue to be true, accurate and complete at the Latest Practicable Date.

We consider that we have reviewed sufficient information to reach the conclusions set
out in this letter and have no reason to believe any information provided to us by the
Company, its advisers and, or the Directors, is untrue, inaccurate or incomplete or that any
material information has been omitted or withheld from the information supplied or the
opinions expressed in the Circular. In line with normal practice we have not, however,
conducted any independent investigation into the business and affairs or the prospects of the
Group and the Acquired Group, the Vendor or any of their respective subsidiaries or
associates nor have we considered any taxation implication on the Group or the Shareholders
as a result of the Proposed Transactions. As the independent financial adviser we have not
been involved in the negotiations relating to the terms of the Proposed Transactions. This
letter is issued for the information of the Independent Board Committee and the Independent
Shareholders solely for their consideration of the Proposed Transactions and, except for its
inclusion in the Circular, is not to be quoted or referred to, in whole or in part nor be used
for any other purposes, without our prior consent. Nothing contained in this letter should be
construed as a recommendation to hold, sell or buy any Shares or any other securities of the
Company.
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Apart from normal professional fees for our services to the Company in connection
with this appointment, no arrangement exists whereby we will receive any benefits from the
Group or any of its associates.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Proposed Transactions, we have taken into
account the following principal factors and reasons:

Background information on the Group

The Company is principally engaged in distribution of information products. The
distribution business of the Company is mainly focused on the distribution of information
products such as servers, printers, switches, networking products, storage devices,
workstations and optical screen products of a number of internationally famed and branded
information products manufacturers such as HP, H3C, Apple, CommScope, Barco, Brocade,
Hitachi and Tomega.

Financial position

The following table sets out the consolidated financial position of the Group as at 31st
December, 2009, 2010 and 2011 as extracted from the Company’s annual reports of 2009,
2010 and 2011 respectively and as at 30th June, 2012 as extracted from the Company’s 2012
interim report:

Consolidated Statement of Financial Position

30th June, 31st December,
2012 2011 2010 2009
(Unaudited) (Audited) (Audited) (Audited)
HK$’000 HK$’000 HK$°000 HK$’000

Total assets 1,283,718 1,921,680 2,130,027 1,450,716
Total liabilities 983,191 1,582,469 1,781,905 1,130,186
Net assets 300,527 339,211 348,122 320,530

As at 31st December, 2010, the Group recorded total assets of approximately
HK$2,130.0 million (31st December, 2009: HK$1,450.7 million) which were financed by
liabilities of approximately HK$1,781.9 million (31st December, 2009: HK$1,130.2 million)
and equity of approximately HK$348.1 million (31st December, 2009: HK$320.5 million).
The Group had total cash and bank balances of approximately HK$689.9 million as at 31st
December, 2010 (31st December, 2009: HK$597.1 million).

As at 31st December, 2011, the Group recorded total assets of approximately
HK$1,921.7 million (31st December, 2010: HK$2,130.0 million) which were financed by
liabilities of approximately HK$1,582.5 million (31st December, 2010: HK$1,781.9 million)
and equity of approximately HK$339.2 million (31st December, 2010: HK$348.1 million).
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The decrease in net assets by approximately 2.6% from HKS$348.1 million as at 31st
December, 2010 to approximately HK$339.2 million as at 31st December, 2011 was mainly
attributable to the loss for the year of approximately HK$8.4 million as explained below.

As at 30th June, 2012, the Group’s net assets recorded a further decrease from
approximately HK$339.2 million to HK$300.5 million. The Group’s deteriorating financial
position as at 31st December, 2010 and 2011 and 30th June, 2012 was mainly due to the
decline in the Group’s operating results amid keen competition in the distribution market.

Financial results

Set out below is a summary of financial results of the Group for the three years ended
31st December, 2011 as extracted from the Company’s 2009, 2010 and 2011 annual reports
respectively and for the six months ended 30th June, 2012 as extracted from the Company’s
2012 interim report.

Consolidated Income Statement

For the six months

ended For the year ended
30th June, 31st December,
2012 2011 2011 2010 2009

(Unaudited) (Unaudited) (Audited) (Audited) (Audited)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue 1,274,779 2,522,773 5,400,140 4,649,269 3,812,755
Gross profit 66,688 134,803 263,848 202,168 177,139
Gross profit margin 5.23% 5.34% 4.89% 4.35% 4.65%

Profit/(loss) for the year
attributable to owners of
the parent (34,627) (1,827) (8,411) 15,763 33,325

The Group’s revenue increased from approximately HK$3,812.8 million for the year
ended 31st December, 2009 to approximately HK$4,649.3 million for the year ended 31st
December, 2010 representing an increase of approximately 21.9%. The revenue growth was
coupled with a shrinking gross profit margin from 4.65% for the year ended 31st December,
2009 to 4.35% for the year ended 31st December, 2010 while the gross profit during the
same period increased by approximately 14.1% from HK$177.1 million to HK$202.2
million. However, as a result of rising selling and distribution costs, and administrative
expenses, the profit attributable to owners of the parent of the Group decreased by
approximately 52.9% from HK$33.3 million for the year ended 31st December, 2009 to
HK$15.8 million for the year ended 31st December, 2010.

The Group’s revenue rose approximately 16.2% from approximately HKS$4,649.3
million during the year ended 31st December, 2010 to approximately HK$5,400.1 million
during the year ended 31st December, 2011 and the gross profit increased by approximately
30.5% from HK$202.2 million to approximately HK$263.8 million. Despite an improvement
in gross profit margin, the Group registered a loss attributable to owners of the parent of
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approximately HK$8.4 million for the year ended 31st December, 2011 compared to a profit
attributable to owners of the parent of approximately HK$15.8 million for the year ended
31st December, 2010, which was attributable to (i) increases in selling and distribution costs
and administrative expenses; (ii) an increase in finance costs; (iii) an increase in share of
losses of associates due to intense competition in the distribution of mobile phones and data
products in Hong Kong; and (iv) an increase in income tax expense for the distribution of
information products.

For the six months ended 30th June, 2012, the Group’s revenue decreased by
approximately 49.5% from approximately HK$2,522.8 million for the six months ended 30th
June, 2011 to HK$1,274.8 million for the six months ended 30th June, 2012, which was
mainly attributable to the Company’s strategy to streamline various product lines to
concentrate the effort on product lines with better trading terms and to cope with the intense
competition in the distribution market. Although this strategy managed to maintain the
Group’s gross profit margin at a level of approximately 5%, due to the increases in selling
and distribution costs, and administrative expenses, the Group continued to make a loss
attributable to owners of the parent of approximately HK$34.6 million for the six months
ended 30th June, 2012 compared to a loss attributable to owners of the parent of
approximately HK$1.8 million for the same period in 2011.

The PRC property industry

Despite changes in the marco-economic environment in the PRC following the
introduction of austerity measures by the Central government in recent years, from 2008 to
2011, the PRC property market had experienced notable growth as shown in the increase in
floor space of commercial buildings (F %) sold in the PRC in the chart below, which was
primarily due to strong growth in investment in the property markets in the PRC, thus
further adding inflationary pressure on the PRC economy.

Floor space of commercial buildings (B &) sold in the PRC
(in 10,000 square meters)
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Source: National Bureau of Statistics of China

(Note: According to the monthly release entitled “National Real Estate Development and Sales” published
by National Bureau of Statistics of China, commercial buildings (Fifi/5) include primarily,
amongst others, commercial residential buildings (FaifEE), office buildings (WA#E) and other
buildings for business operation (FZE#HZEM)5))
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The austerity measures announced by the Central government and the monetary policies
announced by the Peoples’ Bank of China (“PBoC”) have the effect of cooling down the
PRC property market as evidenced in (i) the declining trend of the PRC real estate climate
index since late 2009 in the chart below and based on publicly available information, (ii) in
relation to property prices in Shanghai and Wuhan which are in the vicinity of the locations
of the properties owned by the Acquired Group, the fall in sales price indices of residential
buildings in Shanghai and Wuhan since the last quarter of 2011 as shown in the chart below.

PRC real estate climate index
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(Note: The PRC real Estate Climate Index is a comprehensive index indicating the trends and movements in the
PRC real estate market)
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At the same time, the Central government has introduced home purchase restrictions to
deter investors from entering the market and control inflating housing prices and other
measures to improve affordability for first time home buyers. The PBoC has urged major
banks in the PRC to offer more preferential lending rates and increase the availability of
mortgages for first time buyers. As such, while any favourable effects of the Central
government’s austerity measures and recent correction of the property market on PRC
developers are yet to be seen, based on our discussions with the management of the
Company and the Directors’ views set out in the paragraphs headed “Reasons for the
Acquisition and the Subscription” in the Letter from the Board in the Circular, we believe
that the future outlook of the PRC property industry in the medium to long term remains
positive.
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Performance of property markets in Jiangsu and Hubei in the last 5 years

As there are no publicly available official data on the demand for residential properties
in Ezhou and Kunshan, the locations of the property projects of the Acquired Group, the
data for Jiangsu and Hubei provinces, being the provincial data available, were used instead.

As shown in the following charts, the Jiangsu and Hubei regions have registered
satisfactory economic growth in recent years as evidenced in a CAGR of approximately 17%
and 20% in nominal GDP for Jiangsu province and Hubei province respectively and a
CAGR of approximately 13% in annual disposable income per capita for both Jiangsu
province and Hubei province from 2007 to 2011. It is believed that barring unforeseen
circumstances, upon Completion, the Group will be able to benefit from the satisfactory
economic growth of Jiangsu and Hubei provinces in developing the property development
projects owned by the Acquired Group, i.e. PKU Resource — Li Cheng Project in Kunshan,
Jiangsu and Honglianhu Project in Ezhou, Hubei, as well as the office leasing of
International Building of Wuhan owned by the Acquired Group.

Nominal GDP of Jiangsu and Hubei
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Regarding the performance of the property markets in Jiangsu and Hubei, as illustrated

in the following chart, both markets demonstrated a steady trend in the growth of floor
space of residential buildings completed in Jiangsu and Hubei from 2007 to 2011. This
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indicates that domestic supply of residential units in the vicinity of the locations of the PKU
Resource — Li Cheng Project and the Honglianghu Project remained fairly steady despite the
introduction of austerity measures by the Central government since 2008.

Floor space of residential buildings completed
(in 10,000 square metres)
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However, in terms of the growth of floor space of commercial residential buildings (7%
mfEE) sold, we note from the following chart that from 2009 to 2011, while the floor space
of commercial residential buildings (F&fE%E) sold in Hubei grew steadily, the floor space
of commercial residential buildings (F/f#fE%E) sold in Jiangsu declined gradually during the
period which, as we understand from the management of the Company, was attributable to
lower demand for residential units as a result of, amongst other things, control of land
supply by the local government, elimination of less competitive developers and other local
policies to counteract speculative activities during the period. Nonetheless, as disclosed in
the Letter from the Board in the Circular, regarding the outlook and future prospects of
Hubei Tianranju Group, the Directors are of the view that Jiangsu province is ranked as one
of the top Chinese provinces in terms of GDP per capita amongst all Chinese provinces
according to the National Bureau of Statistics of China and Kunshan is currently regarded as
one of the most economically successful county level administrations in China. Accordingly,
the Directors are of the view that the impact of austerity measures introduced at national and
local government levels on Kunshan is relatively small and the Group is optimistic about the
economic growth and development of the property industry in Kunshan and Jiangsu
province.

Further, despite the decline in the floor space of commercial residential buildings sold
in Jiangsu from 2009 to 2011, as disclosed in the Letter from the Board in the Circular, the
Acquired Group has formally commenced the pre-sale of the villas with total gross floor
area of approximately 41,463 square metres under Phase I development of the PKU
Resource — Li Cheng Project in March 2012. By 6th November, 2012, 18 units or equivalent
to approximately 4,768.87 square metres of gross floor area at a total sales consideration of
approximately RMBS53.2 million under the Phase I development have been sold. Deposits
have been received for another 4 units representing approximately 1,142.21 square metres of
gross floor area. It is expected that the relevant sales will be recognised in 2013. Proceeds
from the pre-sale of properties in 2012 and 2013 are expected to be approximately
RMB127.7 million and approximately RMB344.6 million respectively.
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Floor space of commercial residential buildings (B&E=E) sold
(in 10,000 square metres)
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On the basis of our research of the property markets in the PRC and the Jiangsu and
Hubei provinces and the reasons and analyses disclosed above in particular the positive
development of the PRC property market from 2007 to 2011 as well as our discussions with
the management of the Company regarding, amongst other things, the overall performance of
the PRC property and the future prospects of the Acquired Group, in spite of the decline in
the floor space of commercial residential buildings sold in Jiangsu from 2009 to 2011 which
has been taken into account in our assessment of the terms of the Acquisition, we believe
that the Group will have a better platform to expand into the property markets in these areas
as well as other regions in the PRC upon completion of the Acquisition.

Office markets of Beijing and Wuhan

Apart from property development, the Acquired Group is engaged in the business of
property management, which primarily includes the management of International Building of
Wuhan via Hubei Tianranju. Upon Completion, it is expected that Founder International
Building in Beijing will be added to the portfolio of properties under the Enlarged Group’s
management pursuant to the terms and conditions of the Master Lease Agreement.

As shown in the two charts below, the office buildings market in the PRC as a whole
demonstrated a steady growth for the past five years. In addition, the growth of floor space
of office buildings sold in Jiangsu and Hubei demonstrated similar growth trend as the
overall market while the floor space of office buildings sold in Beijing decreased from 2009
to 2010 and remained stable in 2010 and 2011.
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Floor space of office buildings sold
(in 10,000 square metres)
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With reference to the Letter from the Board in the Circular, monthly unit rental of
A-grade office buildings in Beijing in the 2nd quarter of 2012 grew to approximately
RMB288.55 per square meter which was approximately 3.96% higher than the 1st quarter.
Demand for A-grade office buildings in Beijing in the 2nd quarter continued to exceed
supply with vacancy rate reaching approximately 2.45% (1.1% lower than the 1st quarter).
At the same time, due to the increase in monthly unit rental of certain office buildings,
overall monthly unit rental of A-grade office buildings in Wuhan increased to approximately
RMB90.5 per square meter, approximately 4.2% higher than the 1st quarter. Vacancy rate of
A-grade office buildings in Wuhan decreased to approximately 18.2%, approximately 5%
lower than the 1st quarter.

Please refer to the paragraphs headed “Overview of the PRC property industry — 4.

Office rental markets of Beijing and Wuhan” in the Letter from the Board in the Circular for
further details about the office rental markets of Beijing and Wuhan.
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The Acquisition and Subscription
Principal terms of the S&P and Subscription Agreement
Date

23rd August, 2012

Parties
Purchaser: The Company
Vendor: Founder Information (Hong Kong) Limited

Assets to be acquired

The Sale Shares represent (i) 100% of the issued shares in Tianranju; and (ii) 100% of
the issued shares in Tianhe. As at the Latest Practicable Date, all the legal and beneficial
interest of the Sale Shares are owned by the Vendor. Tianranju was incorporated by the
Vendor on 7th October, 2010, with an initial capital of HK$10,000. In December 2011, the
Vendor injected additional capital of HK$19,812,000 to Tianranju. Tianhe was incorporated
by the Vendor on 6th October, 2010, with an initial capital of HK$10,000. On 18th
September, 2012, the Vendor injected additional capital of HK$100,341,000 to Tianhe.

Tianranju is directly interested in 100% of the equity interests in Hubei Tianranju and
indirectly interested in (i) 51% of the equity interests in Kunshan Hi-Tech; and (ii) 100% of
the equity interests in Beijing Tianranju. Tianhe owns 90% of the equity interests in Tianhe
Property which in turn owns 95% of the equity interests in Ezhou Jinfeng.

Consideration

The total consideration for the Acquisition is HK$537 million, which will be satisfied
by the issue of the Consideration Shares as to HK$227 million and Consideration
Convertible Bonds as to HK$310 million. Out of the total consideration of HK$537 million
for the Acquisition, approximately HK$215 million and HK$322 million were attributable to
Tianranju and Tianhe respectively.

The consideration was determined among the parties after arm’s length negotiations
and taking into consideration, among other things, the consolidated net assets values of the
Acquired Group after adjustments for the valuation of the properties owned by the Acquired
Group and the proposed capital injection of RMB82 million by the Vendor into Tianhe
before the Completion Date. Details of the calculation of the adjusted net asset values
attributable to the owners of the parent of Tianranju and Tianhe as at 31st May, 2012 are set
out in the paragraphs headed “Adjusted net asset value” in this letter below. For the
valuation of the properties owned by the Acquired Group as at 31st August, 2012, please
refer to the paragraph headed “Valuation of the proportion of the Acquired Group” in this
letter below and Appendix V to this circular.
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Conditions precedent

Please refer to the Letter from the Board in the Circular for details of the conditions
precedent to completion of the S&P and Subscription Agreement.

Completion

Completion shall take place on the Completion Date, being the third Business Day
following the fulfilment (or waiver thereof) of the conditions precedent or such other date as
the parties to the S&P and Subscription Agreement may agree in writing.

Except for the charge over the Land Use Rights used to secure the entrusted loan under
the Loan Agreement and the Entrusted Loan Agreement described below, the Directors
expect that all assets and shares of the Acquired Group will be free from all encumbrances
at Completion.

Consideration Shares

Upon Completion, the Company shall issue 527,906,976 new Shares to the Vendor at
the issue price of HK$0.43 per Share (the “Issue Price”) in partial settlement of the
consideration for the Acquisition. The Consideration Shares represent approximately 47.73%
of the issued share capital of the Company as at the Latest Practicable Date and
approximately 32.31% of the issued share capital of the Company as enlarged by the
allotment and issue of the Consideration Shares (assuming no further Shares will be allotted
and issued prior to the issue of the Consideration Shares). The Issue Price, which is
equivalent to the Conversion Price, represents:

(i) a premium of approximately 22.86% over the closing price per Share of HK$0.35
as quoted on the Latest Practicable Date;

(ii) the closing price per Share of HK$0.43 as quoted on the Stock Exchange on the
Last Trading Day;

(iii) the average closing price per Share of approximately HK$0.43 as quoted on the
Stock Exchange for the last five consecutive trading days up to and including the
Last Trading Day;

(iv) a discount of approximately 3.70% to the average closing price per Share of
approximately HK$0.4465 as quoted on the Stock Exchange for the last ten
consecutive trading days up to and including the Last Trading Day;

(v) a premium of approximately 40.07% over the audited consolidated net asset value
attributable to the Shareholders per Share of approximately HK$0.307 as at 31st
December, 2011; and

(vi) a premium of approximately 58.09% over the unaudited consolidated net asset

value attributable to the Shareholders per Share of approximately HK$0.272 as at
30th June, 2012.
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(vii) a discount of approximately 23.89% to the unaudited pro-forma consolidated net
asset value attributable to the Shareholders per Share of approximately HK$0.565
as at 31st December, 2011.

The Subscription

The Subscription pursuant to the S&P and Subscription Agreement will provide the
Company with HK$62 million cash for additional working capital. The gross and net
proceeds of the Subscription are both HK$62 million. The terms of the Subscription
Convertible Bonds are the same as the Consideration Convertible Bonds and will be
analysed collectively as the Convertible Bonds in the following paragraphs.

Issue of the Convertible Bonds

As disclosed in the Letter from the Board in the Circular, the Company will issue the
Convertible Bonds comprising (i) the Consideration Convertible Bonds in the principal
amount of HK$310 million; and (ii) the Subscription Convertible Bonds in the principal
amount of HK$62 million. The Consideration Convertible Bonds will be in partial settlement
of the Consideration and the Subscription Convertible Bonds will be issued for cash on a
dollar for dollar basis to provide additional working capital for the operation of the Group.
The Convertible Bonds shall carry no interest and will be mature on the date falling on the
fifth anniversary of the issue of the Convertible Bonds. The Convertible Bonds are not
transferrable and carry no voting rights.

The Vendor and parties acting in concert with it, after the issue of the Consideration
Shares and upon full exercise of the conversion rights attaching to the Convertible Bonds,
assuming all outstanding share options granted under the Share Option Scheme are
exercised, will be interested in 69.12% of the then issued share capital of the Company. In
the event that the conversion of the Convertible Bonds will result in the non-compliance
with the public float requirements as required under Rule 8.08 of the Listing Rules or will
result in a change of control (as defined in the Takeovers Code) in the Company, the
Company has no obligation to issue Shares to the Bondholder until the public float
requirements can be met and there will be no change of control (as defined in the Takeovers
Code) in the Company upon such conversion. The Convertible Bonds shall not be redeemed
or repaid prior to the Bond Maturity Date except as otherwise provided.

The Issue Price and the Conversion Price

As explained above, the Consideration will be settled by issue of Consideration Shares
and Consideration Convertible Bond upon Completion. The Issue Price is identical to the
Conversion Price and the Convertible Bonds will carry no interest. Further, the Convertible
Bonds shall be redeemed at the Bond Maturity Date by the Company by issuing Shares to
the Bondholder and unless otherwise provided, the Convertible Bonds shall not be redeemed
or repaid prior to the Bond Maturity Date.

As disclosed on page III-8 of the Circular, the Consideration Convertible Bonds as part

of the consideration for the Acquisition are recognised as an equity instrument in the
unaudited pro forma consolidated financial position in Appendix III to the Circular as the
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number of Shares into which the Consideration Convertible Bond could be converted was
fixed at the issuance date and the Consideration Convertible Bonds were interest-free and
not redeemable in cash. The Conversion Shares to be issued upon conversion of the
Consideration Convertible Bonds thus have similar nature and characteristics to the
Consideration Shares. In considering the fairness and reasonableness of the terms of the
Consideration, we have therefore reviewed the Comparable Transactions (as defined below)
whereby the terms of consideration were financed either entirely by an issue of new shares
or by a combination of issue of consideration shares and convertible bonds and in the latter
case, the issue price of the consideration shares is the same as the conversion price of the
convertible bonds. Please refer to the analysis of the Comparable Transactions below for
further information.

(i) Historical share price performance
The chart below shows the Share price performance of the Company relative to the
Hang Seng Index and the Hang Seng Index Composite Index — Information Technology for

the latest 12 months up to and including the Latest Practicable Date (the “Review Period”):

Performance of the Share price in the last 12 months
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* HSCIT refers to Hang Seng Index Composite Index — Information Technology
Source: Bloomberg

As shown in the chart above, the Share price of the Company ranged from HK$0.24 on
10th April, 2012 to the highest of HK$0.48 on 16th August, 2012. Each of the Issue Price
and the Conversion Price, being HK$0.43, is at the high end of the price range of the Share
during the Review Period.

During the Review Period, the share price of the Company was generally in line with
the Hang Seng Index prior to July, 2012 and since then it outperformed the Hang Seng
Index until the date of the Announcement. We note that the HSCIIT, which comprises stocks
in the information technology sector listed on the Stock Exchange, has been outperforming
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the Hang Seng Index since January, 2012. The share price of the Company since the
publication of the Announcement and up to the Latest Practicable Date was in line with the
Hang Seng Index and HSCIIT.

(i) Analysis of comparable very substantial acquisitions

We have identified 8 comparable very substantial acquisitions (“Comparable
Transactions”) in considering whether the terms of the Acquisition are fair and reasonable.
In selecting the Comparable Transactions, we have focused on very substantial acquisitions
which (i) were financed either entirely by an issue of new shares or by a combination of
issue of consideration shares and convertible bonds; (ii) have the same issue price of the
consideration shares and conversion price of the convertible bonds where the Comparable
Transactions were financed by a combination of issue of consideration shares and
convertible bonds; and (iii) were approved by the shareholders of the companies involved in
the Comparable Transactions. As there was no such transaction announced during the last 12
months, we extended the review period to 24 months to obtain a meaningful number of
Comparable Transactions.

To the best of our knowledge, the Comparable Transactions represent all comparable
very substantial acquisitions based on our selection criteria described above. We summarise
details of the Comparable Transactions in the following table:

Approved very substantial acquisitions in the last 24 months

Premium/(discount) of the issue/
conversion price over/(to)

the average closing share price of
5 trading 10 trading
Market Cap days prior  days prior
Date of Stock at the last  Conversion Last  to the last  to the last
announcement code Company name Principal business trading day price trading day trading day trading day
HKS$ million HK$ % % %

21st October, 1060 ChinaVision Media Production & distribution of 968.41 0.4000 (13.98%) (8.05%) (4.76%)
2011 Group Limited film rights; mobile game & TV
subscription; mobile
value-added services;
advertising agency &
newspaper and magazine
distribution; other agency
services; securities trading &
investments.

11th October, 8356 Tsun Yip Holdings Provision of waterwork 571.34 0.1960 (59.59%) (57.85%) (55.05%)
2011 Limited engineering services, road
works and drainage services
and site formation works; and
television broadcasting
business.

13th June, 2011 3918 NagaCorp Ltd Casino operations; hotel and 4,372.37 1.8376 (12.50%) (8.39%) (6.24%)
entertainment operations.

14th April, 563  Shanghai Industrial Property development, property 7,651.36 2.8000 (3.78%) (2.37%) 1.74%

2011 Urban Development investment and hotel
Group Limited operations.

_84 —



LETTER FROM ANGLO CHINESE CORPORATE FINANCE, LIMITED

Premium/(discount) of the issue/
conversion price over/(to)
the average closing share price of
5 trading 10 trading

Market Cap days prior  days prior
Date of Stock at the last  Conversion Last  to the last  to the last
announcement code Company name Principal business trading day price trading day trading day trading day
HKS$ million HK$ % % %
12th April, 1823 Huayu Expressway Construction, operation and 569.40 1.2800 (7.25%) (7.65%) (8.11%)
2011 Group Limited management of an expressway.
4th April, 2011 621  Wing Hing Operations of coal mines and LIS 0.4100 (31.67%) (19.29%) (15.72%)
International gold mine, leasing of mining
(Holdings) Limited licenses and sale of minerals.
Ist February, 661  China Daye Corporate investment and 3,298.81 0.5000 (15.25%) (15.54%) (14.53%)
2011 Non-Ferrous Metals trading in securities, minerals
Mining Limited exploitation and trading in
non-ferrous metals.
31st December, 135  Kunlun Energy Exploration & production of 59,745.53 10.0200 (16.92%) (17.63%) (17.41%)
2010 Company Limited crude oil & natural gas in the
PRC, the Republic of
Kazakhstan, the Sultanate of
Oman, Peru, the Kingdom of
Thailand, the Azerbaijan
Republic the Republic of
Indonesia, sales & transmission
of nature gas in PRC.
Max (3.78%) (2.37%) 1.74%
Min (59.59%) (57.85%) (55.05%)
Median (14.62%) (11.97%) (11.32%)
6th September, 618  The Company Distribution of information 475.61 0.4300 0.00% 0.00% (3.70%)

2012 products.

Source: www.hkexnews.hk, www.hkex.com.hk, Bloomberg

The Consideration will be settled by a combination of Consideration Shares and the
Consideration Convertible Bonds. Based on our selection criteria, the Comparable
Transactions do not include very substantial acquisitions for listed issuers in the property
sector as the terms of considerations of such transactions are different from those of the
Acquisition. On the other hand, we consider that the analysis of Comparable Transactions is
appropriate for the purpose of considering whether the terms of the Consideration are fair
and reasonable by comparing them to those of the Comparable Transactions given that they
are similar to the extent that the consideration of each Comparable Transaction includes
either an issue of new shares or a combination of issue of consideration shares and
convertible bonds and in the latter case, the issue price of the consideration shares is the
same as the conversion price of the convertible bonds. Therefore, although the principal
businesses and profitability of the listed companies and the targets in the Comparable
Transactions are different from those of the Company and the Acquired Group and the terms
of the Comparable Transactions are determined with reference to a number of factors in each
individual case, we consider that the comparison of the premia/(discounts) of the Issue Price
and the Conversion Price over/(to) the average closing prices per Share for the respective
date/periods with those of the Comparable Transactions is relevant to assessing the fairness
and reasonableness of the Consideration as it allows the Shareholders to appraise whether,
on a relative basis, the Issue Price and the Conversion Price are at reasonable discounts
compared to the Comparable Transactions and to ascertain the number of Consideration
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Shares and Conversion Shares that have to be issued to satisfy the consideration in full. A
larger discount of the issue price of consideration shares and the conversion price of
convertible bonds generally implies that more shares of a company have to be issued.

As disclosed above, each of the Issue Price and the Conversion Price represents (i) the
closing price per Share of HK$0.43 as quoted on the Stock Exchange on the Last Trading
Day; (ii) the average closing price per Share of approximately HK$0.43 as quoted on the
Stock Exchange for the last five consecutive trading days up to and including the Last
Trading Day and (iii) a discount of approximately 3.70% to the average closing price per
Share of approximately HK$0.4465 as quoted on the Stock Exchange for the last ten
consecutive trading days up to and including the Last Trading Day. Based on the analysis of
the Comparable Transactions set out in the table above, we note that the 0% discount/
premium of the Issue Price and the Conversion Price compare favourably to the median
discounts of the issue prices of the consideration shares and the conversion prices of the
convertible bonds to the corresponding benchmark prices in the Comparable Transactions.
The Issue Price and the Conversion Price are equivalent to the closing price of the Shares
on the Last Trading Day and the 5 day average closing price of the Shares as compared to
the ranges of discounts of 3.78% to 59.59% and 2.37% to 57.85% for the respective date/
period in the Comparable Transactions. In addition, the 3.70% discount of each of the Issue
Price and the Conversion Price to the 10 day average closing price is within the range of the
discounts/premiums of the issue prices of the consideration shares and the conversion prices
of the convertible bonds to/over the 10 day average closing price in the Comparable
Transactions.

We further complement our analysis of the terms of the Consideration by an analysis of
the terms of the Comparable Convertibles (as defined below) since a major portion of the
Consideration is financed by the issue of the Consideration Convertible Bonds.

Analysis of relevant terms of the Convertible Bonds
Conversion Price

In addition to the analysis of the terms of the Comparable Transactions above, we have
on a best efforts basis indentified all comparable convertible bonds/notes announced by
issuers listed on the Stock Exchange and issued to connected persons which were all issued
for cash and, or settlement of acquisition consideration for the period from 13th May, 2012
to 12th November, 2012 (“Comparable Convertibles”) for the purpose of comparing the
principal terms of the Convertible Bonds with those of the Comparable Convertibles. As the
Acquisition constitutes both a very substantial acquisition and a connected transaction under
the Listing Rules, in considering the terms of the Convertible Bonds, we have focused on
transactions involving the issue of convertible bonds/notes which also constitute connected
transactions. We are of the view that the comparisons of the Comparable Convertibles
compliment the review of the Comparable Transactions which have a longer review period
of 24 months and are chosen under a different set of selection criteria because (i) the terms
of the Acquisition include the issue of convertible bonds and (ii) there was no comparable
very substantial acquisition in the review period of the Comparable Convertibles and the
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review period of 6 months prior to the Latest Practicable Date could therefore reflect the
latest market conditions under which the terms of the Comparable Convertibles were
determined. The key terms of the Comparable Convertibles are summarised as follows:

List of comparable convertible bonds/notes announced in the last 6 months

Premium/(discount) of
conversion price over/(to) the
average closing share price of

5 trading 10 trading
days prior days prior
Last  to the last  to the last

Stock Date of Interest Conversion trading trading trading
Company name code announcement Terms rate price day day day
Years % HK$ % % %
Brockman Mining Limited 159 2nd November, 3.00 5.00% 0.4100 3.80% 3.02% (2.03%)
2012
China Reneweable Energy Investment 986 2nd November, 3.00 6.40% 0.6800  194.00%  212.00%  212.00%
Limited 2012
Viva China Holdings Limited 8032 17th October, Perpetual 0.00% 0.3250 0.00% 1.56% 1.88%
2012
North Asia Resources Holdings 61 8th October, 2012 5.00 Variable 0.1700 (39.30%)  (37.00%)  (35.10%)
Limited
China Boon Holdings Limited 922 18th September, 5.00 0.00% 0.1000 11.11% 9.41% 7.30%
2012
Guangdong Nan Yue Logistics 3399 17th September, Perpetual 1.00% 3.3400  155.07% 158.23% 159.32%
Company Limited 2012
REXLot Holdings Limited 555 4th September, 4.00 6.00% 0.6175 12.27% 15.08% 19.67%
2012
Carnival Group International Holdings 996 13th July, 2012 5.00 0.00% 0.3000 1.69% (18.48%)  (10.71%)
Limited
Epicurean and Company, Limited 8213 28th June, 2012 3.00 2.00% 0.0800 21.21% 17.99% 14.94%
China Pharmaceutical Group Limited 1093 26th June, 2012 5.00 0.00% 2.1500 4.88% 12.57% 30.30%
China Power New Energy 735 26th June, 2012 5.00 0.00% 0.6500  106.30%  107.00%  106.30%
Development Company Limited
Greentown China Holdings Limited 3900 8th June, 2012 Perpetual Variable 7.4000 38.30% 48.20% 49.70%
Media China Corporation Limited 419 25th May, 2012 3.00 0.00% 0.1000 8.70% 11.86% 12.36%

Notes: figures calculated using the initial conversion prices and premiums as stated in the announcements

Max 5.00 6.40% 194.00%  212.00%  212.00%

Min 3.00 0.00% (39.30%)  (37.00%)  (35.10%)

Median 4.50 0.00% 11.11% 12.57% 14.94%

Average 4.10 1.85%

The Company 618 6th September, 5.00 0.00% 0.43 0.00% 0.00% (3.70%)
2012

Source: www.hkexnews.hk

While the median premia of the conversion prices of the Comparable Convertibles are
higher than the discounts of the Conversion Price to the benchmark prices of the Share for
the relevant date/periods, the 0% discount/premium and 3.70% discount of the Conversion
Price to the Last Trading Day/five day average closing price and ten day average closing
price of the Shares, respectively, are within the ranges of the discounts/premiums of the
conversion prices of the Comparable Convertibles to/over the corresponding benchmark
prices.
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Interest of the Convertible Bonds

The Convertible Bonds shall not bear any interest. We consider that this is a favourable
term to the Company as the Company has no obligation to pay any interest to the
Bondholder throughout the term of the Convertible Bonds. We note from the table of
Comparable Convertibles above that the interest rates of the Comparable Convertibles
ranged from nil to 6.4% and 3 of them have perpetual terms with variable interest rates. 6
Comparable Convertibles also do not carry any interest. The interest of the Convertible
Bonds is thus within the market range of interest rates of the Comparable Convertibles.

Maturity date

The maturity date of the Convertible Bonds is the date falling on the fifth anniversary
of the issue of the Convertible Bonds, and the Bond Maturity Date shall be extended in the
circumstances described in the paragraphs headed “Conversion right” below. We note from
the table of Comparable Convertibles above that of the 13 Comparable Convertibles, 5 of
them have a term of 5 years and 3 of them have perpetual terms. The term of the
Convertible Bonds is therefore comparable to those of the Comparable Convertibles.

Conversion right

As disclosed in the Letter from the Board in the Circular, the Bondholder shall not
convert the Convertible Bonds which will cause the Company to be unable to meet the
public float requirements as required under Rule 8.08 of the Listing Rules or will result in a
change of control (as defined in the Takeovers Code).

If conversion of the Convertible Bonds on the Bond Maturity Date will result in the
non-compliance with the public float requirements as required under Rule 8.08 of the Listing
Rules or will result in a change of control (as defined in the Takeovers Code) in the
Company, the Bond Maturity Date shall be extended to a further five year period
automatically with all other terms and conditions of the Convertible Bonds remaining the
same. Such extension of the Bond Maturity Date shall repeat until conversion of the
Convertible Bonds on the extended Bond Maturity Date will neither result in the
non-compliance with the public float requirements as required under Rule 8.08 of the Listing
Rules nor will result in a change of control (as defined in the Takeovers Code) in the
Company.

We are of the view that the conversion right is a reasonable term on the basis that it
allows the Bondholder to convert the Convertible Bonds into Conversion Shares prior to the
Bond Maturity Date, or any extended Bond Maturity Date, on one hand and ensures that the
Company is able to comply with the public float requirements under Rule 8.08 of the
Listing Rules at all material times on the other hand.

Conversion Price adjustment
We noted that it is not unusual for the conversion price of a convertible security to be

subject to adjustment on occurrence of certain events as stipulated in the terms and
conditions of the Convertible Bonds. We consider that the Conversion Price adjustment is a
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customary commercial term determined on the basis of arm’s length negotiations to ensure
that the Bondholder, on conversion of the Convertible Bonds, and other Shareholders are
treated on a fair and equal basis.

Transferability

The Convertible Bonds shall not be transferable without prior written consent of the
Company. We consider that this arrangement enables the Company to better monitor the
distribution of the shareholdings of the Company and hence is in the interest of the
Company and its Shareholders as a whole.

The Directors (including the independent non-executive Directors) consider that the
issue of the Consideration Convertible Bonds as part of the consideration for the Acquisition
and the issue of the Subscription Convertible Bonds for the Subscription is fair and
reasonable and in the interests of the Shareholders as a whole. The issue of the
Consideration Convertible Bonds will pose less pressure on the cash resources of the
Company, which can otherwise be utilised for the Group’s general working capital purposes.
Besides, the proceeds from the Subscription is primarily intended, but not restricted to be
used for property development of the Acquired Group, which provides additional working
capital for the operation of the Group, especially for the property business after Completion.

Details of the principal terms of the Convertible Bonds are disclosed in the Letter from
the Board in the Circular.

On the basis of the above analyses, we consider that the allotment and issue of the
Consideration Shares and the Conversion Shares upon conversion pursuant to the terms and
conditions of the Convertible Bonds in settlement of the consideration for the Acquisition
and in acquiring additional working capital for the operation of the Group to be on normal
commercial terms, fair and reasonable and in the interests of the Company and its
Shareholders.

Tax indemnity

We refer to the tax indemnity disclosed in the Letter from the Board in the Circular
and consider that the provisions of the tax indemnity are favourable to the Group as the
Group will be indemnified by the Vendor against any loss or liability suffered or incurred by
the Company or any member of the Acquired Group resulting from or by reference to,
amongst other things, any event on or before the Completion Date as a result of the
Acquisition.

Application for listing
The Company will apply to the Stock Exchange for the listing of, and permission to

deal in, the Consideration Shares and the Conversion Shares to be issued upon conversion
pursuant to the terms and conditions of the Convertible Bonds.
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Background information on the Acquired Group

As disclosed in the Letter from the Board in the Circular, the Acquired Group consists

of Tianranju, Tianhe and their respective subsidiaries as described below.

The shareholding structure of the Group and the Acquired Group prior to Completion is

as follows:

Kunshan
Industrial Assets
Management Limited
(Note)

Peking Founder

| 96.92%

Vendor

32.84%

100%

Company

Tianranju

100%

Hubei Tianranju

19%

[ 51%

100%

| 100%

Tianhe

90%

Tianhe Property

Wuhan Zheng Xin
State-owned
Assets Management
Limited
(Note)

10%

95%

30%

Note:

Kunshan Hi-Tech

Beijing Tianranju

Ezhou Jinfeng

‘Wuhan Ao Sheng
Real Estate
Development Limited
(Note)

I

5%

Each of these entities and their respective ultimate beneficial owners are third parties independent of the

Company and its connected persons. Further, each of these entities does not hold any Shares or other
relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code) of the Company.

Immediately after Completion, the shareholding structure of the Group is as follows:

Kunshan
Industrial Assets

(Note)

Management Limited

30%

Peking Founder

| 96.92%

Vendor

| 54.54%

Company

| 100%

Tianranju

| 100%

Hubei Tianranju

19% | [ 51%

100%

| 100%

Tianhe

| 90%

Tianhe Property

Assets Management

Wuhan Zheng Xin
State-owned

Limited
(Note)

10%

95%

Kunshan Hi-Tech

Beijing Tianranju

Ezhou Jinfeng
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Note: Each of these entities and their respective ultimate beneficial owners are third parties independent of the
Company and its connected persons. Further, each of these entities does not hold any Shares or other
relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code) of the Company.

The Acquisition will not result in a change of control of the Company.
Tianranju

Tianranju is an investment holding company incorporated in Hong Kong with limited
liability. It is directly interested in 100% of the equity interests in Hubei Tianranju and is
indirectly interested in (i) 51% of the equity interests in Kunshan Hi-Tech; and (ii) 100% of
the equity interest in Beijing Tianranju.

Tianranju acquired 100% equity interests in Hubei Tianranju in March, 2011, whereas
Hubei Tianranju acquired 51% of the equity interests in Kunshan Hi-Tech from China
Hi-Tech Group Company Limited, shares of which were owned as to approximately 24.4%
by Peking Founder, in November 2011.

The original purchase cost of 100% equity interests in Hubei Tianranju by Tianranju
was approximately RMB16.11 million; the original purchase cost of 51% equity interests in
Kunshan Hi-Tech by Hubei Tianranju was approximately RMB152.64 million. Beijing
Tianranju was established by Hubei Tianranju in June, 2012 with registered capital of RMB1
million. The audited consolidated net asset value of Tianranju attributable to owners of the
parent as at 31st May, 2012 was approximately RMB23.8 million.

Hubei Tianranju is a company established in the PRC with limited liability and is
principally engaged in property investment business and property leasing. Kunshan Hi-Tech
is a company established in the PRC with limited liability and is principally engaged in
property development business. Beijing Tianranju is a company established in the PRC with
limited liability and is principally engaged in property leasing. The two major businesses of
Hubei Tianranju Group are the leasing of commercial units of International Building of
Wuhan and the development of the PKU Resource — Li Cheng Project.

PKU Resource — Li Cheng Project
PKU Resource — Li Cheng Project is wholly owned by Kunshan Hi-Tech and is located
in Hongqi Industrial District, Bacheng Town, Kunshan city, Jiangsu, which is in the

Yangchenghu Recreation and Tourism District (P57 #1{R R 7 1#) under the overall city
development plan of Kunshan.
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The following table summarises key information relating to Phase I development of the
PKU Resource — Li Cheng Project in Kunshan:

Approximate total planned site area 451,567 square meters
The Company’s interest in the project 51%
Development period 2011 to 2018
Total expected investment RMB4,670 million
Invested amount as at 31st August, 2012 RMB450 million
Capital commitment for the two years ending RMB350 million

31st December, 2014
Method of financing The Entrusted Loan/

per-sale and sale of
properties/self-finance
after 2014

Project progress as at the 31st August, 2012 9.70%

As disclosed in the Letter from the Board in the Circular, the target customers for the
Phase I development will be those from Shanghai, Suzhou and Kunshan areas who are in
pursuit of better and relaxing living environments. The pre-sale of the villas with the total
gross floor area of approximately 41,463 square metres under Phase I development has been
formally commenced in March, 2012. By 6th November, 2012, 18 units or equivalent to
approximately 4,768.87 square metres of gross floor area at a total sales consideration of
approximately RMB53.2 million under the Phase I development has been sold. Deposit have
been received for another 4 units representing approximately 1,142.21 square metres of gross
floor area. It is expected that the relevant sales will be recognised in 2013. Proceeds from
the pre-sale of properties in 2012 and 2013 are expected to be approximately RMB127.7
million and RMB344.6 million respectively.

The development period for Phase I development, which will comprise low rise
apartment buildings, an arts exhibition centre, a creative arts workshop and auxiliary
facilities, is expected to be from 2011 to 2018. On top of the Entrusted Loan, it is expected
that Kunshan Hi-Tech will be able to self-finance the project after 31st December, 2014 by
proceeds from the sale of its properties without material additional capital commitment. As
of 31st August, 2012, approximately RMB318 million of construction costs incurred and
approximately 9.7% of Phase I development has been completed. According to the
management of the Company, the arts exhibition centre and creative arts workshop, which
are expected to occupy less than 3% of the total gross floor area of the Phase I development
of the PKU Resource — Li Cheng Project, are only additional facilities to promote the PKU
Resource Li Cheng Project as a residential project in a local cultural and technology hub to
be developed in the Kunshan area.

The total planned site area of Phase II development is approximately 204,000 square
meters, which will comprise residential buildings, an electronic arts complex (including
offices, exhibition centres and training centres), as well as auxiliary business facilities. There
is currently no definite timetable for Phase II development. Depending on the progress of
Phase I development, Kunshan Hi-Tech will continuously assess the prevailing market
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condition, the availability of funds and the macro economic environment to formulate the
detailed timetable, capital commitment and project development plan for Phase II
development.

According to Appendix IV to the Circular, the PKU Resource — Li Cheng Project is a
combined property development project which features an art exhibition centre, commercial
properties and residential properties in Bacheng, Kunshan, Jiangsu province. Jiangsu
province is ranked as one of the top Chinese provinces in terms of GDP per capita and
Kunshan is currently regarded as one of the most economically successful county-level
administrations in China. Having considered the quality and location of the PKU Resource —
Li Cheng Project and the economic growth of Kunshan city and Jiangsu province, it is
believed that PKU Resource — Li Cheng Project will provide a remarkable income and
cashflow to Hubei Tianranju Group when completed.

A parcel of land at Huangpo District

The land was located at Lamei Village Yaoji Town, Huangpo District, Wuhan city,
Hubei with a total site area of approximately 486,669.1 sq.m. Hubei Tianranju acquired the
land by way of Si Huang Auction (PU3E41%). The land is collectively owned and designated
for agriculture development and ecotourism purposes until 11th February, 2048. According to
the legal opinion of the Company’s PRC lawyers and as disclosed in “Appendix V -
Property Valuation” to the Circular, should Hubei Tianranju want to transfer the land use
rights of the property, it is required to obtain consent from the related Rural Collective
Sector Organization and endorsement by the village/township people’s government prior to
submission to the county people’s government for its approval. No premium is required for
transferring the land use right.

It is the intention of Hubei Tianranju to use the land for long term investment purpose
in accordance with the approved usage of the land but there is currently no definite plan.
Depending on the overall business development progress, Hubei Tianranju will formulate the
detailed timetable and business development plan on the land when appropriate. Since Hubei
Tianranju plans to hold the land for long term investment purpose and has no intention to
transfer the ownership, the abovementioned approval requirements for transferring the land
use right will not have any adverse impact on Hubei Tianranju.

International Building of Wuhan

International Building of Wuhan is an A-grade office building with total gross floor
area of approximately 35,000 square meters. Upon Completion, the Company will through
Hubei Tianranju own approximately 26,963.32 square meters of gross floor area,
representing approximately 77% of the total gross floor area of International Building of
Wuhan. It is an A-grade office building located in Wuguang business district, one of the four
major business areas of Wuhan with established transportation network, as well as hotel and
other business related facilities.

According to Appendix IV to the Circular, the Directors consider that International

Building of Wuhan will continue to provide stable income stream for the Hubei Tianranju
Group in view of the current high occupancy rates of International Building of Wuhan.
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Hubei Tianranju now owns the use right of the land with an aggregated area of 761.91
square meters on which the aforementioned building is constructed. The planned use of the
land is for commercial service, and the land use right is granted by allocation. Hubei
Tianranju obtained the State-owned Land Use Right Certificates of the land in September
2009. Hubei Tianranju shall obtain the approval from the land authority at city or county
level if it plans to transfer the aforementioned allocated land use right. After obtaining such
approval, the transferee shall handle the granting procedures and pay the premium for the
land use right.

Since it is the intention of Hubei Tianranju to possess and operate leasing business of
International Building of Wuhan on a long term basis, Hubei Tianranju will not transfer the
ownership of International Building of Wuhan or the related land use right. It is the
responsibility of the transferee to handle the granting procedures, or pay any premium for
transferring. Thus, the requirement of approval for transferring the land use right will not
have any adverse impact on the current leasing business of Hubei Tianranju.

According to applicable PRC laws and regulations, for the rental of properties being
constructed on allocated land, part of the rental income which represents the revenue from
the land should be paid to the relevant government department. Based on the requirement by
Housing Bureau of Jianghan District of Wuhan (REM/LERRES), Hubei Tianranju
should pay an annual sum of RMB50,000 as revenue from the land and rental registration
fee and this will continue after Completion.

As advised by the Company’s PRC legal adviser, the acquisition of Tianranju by the
Company is not subject to any approval of PRC governmental department because of the
fact that Hubei Tianranju owns the aforesaid allocated land use right. Besides, if Hubei
Tianranju remains as the owner of the subject land use right, it is permitted by the PRC law
for the Group to dispose of its equity interest in Hubei Tianranju after Completion even if
the abovementioned transfer restriction has not yet been rectified.

As disclosed in the Letter from the Board in the Circular, the average monthly rental of
International Building of Wuhan was approximately RMB21.0, RMB22.7, RMB22.9 and
RMB23.7 per square meter for the three years ended 31st December, 2011 and five months
ended 31st May, 2012 respectively, being lower than that of the Wuguang business district.
The reason for the lower rental is that International Building of Wuhan is situated in the
outskirt of the Wuguan business district and it was built in 1993 with its tenants mainly
being small to medium-sized companies. Upon Completion, the Company will evaluate
whether there is a need to renovate International Building of Wuhan, to engage in more
promotional activities with the aim to promote the image of International Building of Wuhan
so as to attract higher quality tenants and for rental appreciation. The Directors expect this
could upgrade the overall image of and maximize the value generated from the building
through attracting sizable companies with better quality and higher rental income.

According to the historical financial information of Hubei Tianranju contained in
Appendix II(A), the rental income of International Building of Wuhan has been sufficient to
generate after tax profit for Hubei Tianranju for the past three years. The loss for the five
months ended 31st May, 2012 of Hubei Tianranju was mainly attributable to the increase in
selling and distribution costs and administrative expenses incurred by Kunshan Hi-Tech.
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Such costs and expenses incurred by Kunshan Hi-Tech were mostly related to the PKU
Resource — Li Cheng Project, which as explained in the Letter from the Board in the
Circular, will be financed by pre-sale and sale of properties and be self-financed after 2014.
While HK$291.4 million out of the HK$284.4 million pro forma profits of the Group was
recognized as one-off gain from bargain purchase and is not recurring in nature and the
income from International Building of Wuhan is insignificant, it is expected that upon
completion of the PKU Resource — Li Cheng Project and the Honglianhu Project, the
Acquired Group will be in a position to realise significant revenues from the sale of
properties. Relevant risk factors associated with the Acquisition and the development of the
PKU Resource — Li Cheng Project and the Honglianhu Project are disclosed in the Letter
from the Board in the Circular.

Taking into account (i) the fact that International Building of Wuhan is expected to
provide immediate stable income stream as evidenced by the steady revenue and profits it
generated for the last three years; (ii) the long term investment value of International
Building of Wuhan and the parcel of land at Huangpo District which are owned by the
Acquired Group; (iii) no cash outlay by the Group being required for the Acquisition and no
additional cost incurred by the Group in acquiring International Building of Wuhan and the
parcel of land at Huangpo District; (iv) our assessment of the long term investment value of
International Building of Wuhan and the parcel of land at Huangpo District as disclosed in
the section titled “Valuation of the properties of the Acquired Group” in this letter; and (v)
other principal reasons and factors set out in this letter, we consider the acquisition of
International Building of Wuhan and the parcel of land at Huangpo District to be fair and
reasonable.

Tianhe

Tianhe is an investment holding company incorporated in Hong Kong with limited
liability. Tianhe directly owns 90% of the equity interests in Tianhe Property which in turn
owns 95% of the equity interests in Ezhou Jinfeng.

Tianhe acquired 90% equity interest in Tianhe Property in March, 2011, whereas
Tianhe Property acquired 95% equity interest in Ezhou Jinfeng in June, 2009. The original
purchase cost of 90% equity interests in Tianhe Property by Tianhe was approximately
RMBS81.73 million and the original purchase cost of 95% equity interests in Ezhou Jinfeng
by Tianhe Property was approximately RMB62.60 million. The audited consolidated net
asset value of Tianhe attributable to owners of the parent as at 31st May, 2012 was
approximately RMB191.7 million.

Tianhe Property is a company established in the PRC with limited liability and is
principally engaged in property development, leasing and sales. Ezhou Jinfeng is a company
established in the PRC with limited liability and is principally engaged in property
development.

Through Tianhe Property, Tianhe is interested in the Honglianhu Project, a property

development project in Ezhou comprising low-rise apartment buildings, high-rise residential
buildings and other travel facilities.
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The following table summarises key information relating to the Honglianhu Project in
Ezhou:

Approximate total planned site area 675,000 square meters

The Company’s interest in the project 90%

Development period 2013 to 2019

Total expected investment RMB3,320 million

Invested amount as at 31st August, 2012 not applicable

Capital commitment for the two years ending 31st RMB330 million
December, 2014

Method of financing Internal resources/external

funding or funds to be
provided by PKU
Resource/pre-sale and
sale of properties/
self-finance after 2014

The Honglianhu Project is currently under planning and preparation stage with no
construction cost being incurred up to the Latest Practicable Date. It is expected that the
construction of Honglianhu Project will be started in 2013 and completed by 2019. All the
relevant land use rights of Honglianhu Project have been properly obtained. The total
expected investment amount of Honglianhu Project is approximately RMB3.32 billion and
the expected capital commitment required for the two years ending 31st December, 2014 is
approximately RMB330 million. The initial capital commitment required for the
development of the Honglianhu Project prior to 2014 is expected to be funded by (i) the
Group’s internal resources and (ii) external funding or funds to be provided by PKU
Resource pursuant to its confirmation as described in the paragraph headed “Reasons for and
benefits of the Acquisition and the Subscription” in this letter; and (iii) proceeds from
pre-sale which is expected to commence in 2013/2014. After 2014, the bulk sale of units
shall commence, which is expected to generate substantial cashflow to fund the remaining
development of project. Therefore, it is expected the project will be able to self-finance
itself after 31st December, 2014 by proceeds from the sale of its properties without
additional material capital commitment required.

According to Appendix IV to the Circular, the Honglianhu Project is located in the
Honglianhu Tourism New Town (XLl # %), Ezhou city, Hubei province. Traditionally
an industrial and agricultural province, Hubei province ranked 11th in China in terms of
GDP in 2011. The property project is located adjacent to Honglianhu Lake and Honglianhu
golf course, and is in close proximity to Wuhan city. The proposed villa type of property of
the project, coupled with the scenic surroundings and the established transportation network,
is expected to be well received by potential buyers. It is believed that the Honglianhu
Project will generate long term return on investment for the Group.

For further information on Tianranju and Tianhe, including details of the PKU
Resource — Li Cheng Project, the Honglianhu Project, the parcel of land at Huangpo District
and International Building of Wuhan, please refer to the Letter from the Board and Appendix
IV to the Circular.
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Financial overview of the Acquired Group

The key financial information of each of Tianranju and Tianhe is summarised as
follows:

Financial Information of Tianranju
Consolidated Statement of Financial Position
31st May, 31st December,
2012 2011 2010

(Audited) (Audited) (Audited)
RMB’000  RMB’000  RMB’000

Total assets 619,693 625,575 8
Total liabilities (491,148)  (488,798) (22)
Net assets 128,545 136,777 (14)

As shown in the table above, the financial position of Tianranju remained relatively
stable from 31st December, 2011 to 31st May, 2012 after its acquisition of 100% of Hubei
Tianranju in March, 2011 and the acquisition of 51% of Kunshan High-tech by Hubei
Tianranju in November, 2011.

Consolidated Statements of Comprehensive Income

For the
period from
7th October,

2010 (date of
For the year incorporation)

For the five months ended 31st to 31st

ended 31st May, December, December,

2012 2011 2011 2010

(Audited) (Unaudited) (Audited) (Audited)

RMB’000 RMB’000 RMB’000 RMB’000

Revenue 2,543 1,470 4,963 -

Gross profit 2,273 1,017 4,157 -
Total comprehensive

income/(loss) for the

year attributable to

owners of the parent (3,803) 8,101 11,411 (23)

The revenue of Tianranju in each of the respective financial periods above was
primarily generated from the rental income of International Building of Wuhan. As the PKU
Resource — Li Cheng Project has only started its pre sale of properties in March 2012 in
relation to part of Phase I development, the proceeds from the presale of properties has not
been recognised as revenue. The loss attributable to owners of the parent for the five months
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ended 31st May, 2012 was attributable to selling and distribution costs and administrative
expenses incurred by Kunshan Hi-Tech which was acquired by Hubei Tianranju in
November, 2011, in relation to, amongst other things, development and marketing of Phase I
development of the PKU Resource — Li Cheng Project.

Please refer to the sections headed “I. Management discussion and analysis of Hubei
Tianranju Group” and “II. Management discussion and analysis of Tianranju Group” in
Appendix IV to this circular for the detailed discussion on the financial performance of
Hubei Tianranju and Tianranju.

Financial Information of Tianhe
Consolidated Statement of Financial Position
31st May, 31st December,
2012 2011 2010

(Audited) (Audited) (Audited)
RMB’000  RMB’000  RMB’000

Total assets 365,537 418,249 8
Total liabilities (143,478) (195,067) (14)
Net assets 222,059 223,182 (6)

As shown above, the financial positions of the Tianhe remained stable as at 31st
December, 2011 and 31st May, 2012 after its acquisition of 90% interests in Tianhe Property
in March 2011.

Consolidated Statements of Comprehensive Income

For the five months

ended For the year ended
31st May, 31st December,
2012 2011 2011 2010

(Audited) (Unaudited) (Audited) (Audited)
RMB’000  RMB’000  RMB’000  RMB’000

Revenue - - - -
Other income and gains 538 195,117 195,747 -
Total comprehensive income/(loss) for

the year attributable to owners of the

parent (1,011) 194,037 192,692 (15)

We noted that up to 31st May, 2012, Tianhe has not yet completed any development
project and therefore no revenue was generated. The other income and gains in 2011 were
mainly attributable to the acquisition of Tianhe Property in March, 2011, and the other
income and gains of RMB538,000 for the five months ended 31st May, 2012 was mainly
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attributable to the pay back of Tianhe of the investment costs Tianhe Property incurred in an
investment in year 2005 together with the respective interest as referred to in Appendix IV
to the Circular.

The profit attributable to owners of the parent of RMB192,691,000 for the year ended
31st December, 2011 was mainly attributable to an extraordinary gain on bargain purchase
upon acquisition of Tianhe Property and the loss for the period attributable to owners of the
parent of RMB1,011,000 for the five months ended 31st May, 2012 was mainly due to the
administrative expenses of Tianhe Property after Tianhe acquired Tianhe Property in 2011.

Please refer to the sections headed “IIl. Management discussion and analysis of Tianhe
Property Group” and “IV. Management discussion and analysis of Tianhe Group” in
Appendix IV to this circular for the detailed discussion on the financial performance of
Tianhe Property and Tianhe.

As disclosed in the paragraphs headed “(V) Adverse opinion in respect of the financial
information of Tianhe Property Group and Tianhe Group” in Appendix IV to the Circular,
we note that due to insufficient books and records retained by two subsidiaries of Tianhe
Property Group, Chutian Era and Hongbo, which had been disposed of by the end of May,
2012, and the non-consolidation of the results of these two subsidiaries from the date of
acquisition to their respective date of disposal, the reporting accountants of the Company
have issued an adverse opinion in respect of (i) the state of affairs of Tianhe Property Group
as at 31st December, 2009, 2010 and 2011 and the consolidated results and cashflow of
Tianhe Property Group for the three years ended 31st December, 2011 and for the five
months ended 31st May, 2012; and (ii) the state of affairs of Tianhe Group as at 31st
December, 2011 and the consolidated results and cashflow for the year ended 3lst
December, 2011 and the five months ended 31st May, 2012. However, despite the above
adverse opinion issued, the reporting accountants are of the opinion that the financial
information of Tianhe Property Group (including Tianhe Property) and Tianhe Group
(including Tianhe) gives a true and fair view of (i) the state of affairs of Tianhe Property
Group as at 31st May, 2012 and of Tianhe Property as at 31st December, 2009, 2010 and
2011 and 31st May, 2012; and (ii) the state of affairs of Tianhe Group as at 31st December,
2010 and 31st May, 2012 and of Tianhe as at 31st December, 2010 and 2011 and 31st May,
2012 and the consolidated results and cashflow of Tianhe Group for the period from 6th
October, 2010 (date of incorporation) to 31st December, 2010. For further details, please
refer to Appendix II(C) and Appendix II(D) to the Circular.

In view of the above and having considered that Tianhe Property Group had already
disposed of its interests in Chutian Era and Hongbo by the end of May, 2012 and Chutian
Era and Hongbo are not members of the Acquired Group under the Acquisition, we concur
with the Directors’ views that (i) the consideration for the Acquisition is fair and reasonable
with reference to the consolidated net asset values of the Acquired Group as at 31st May,
2012; (ii) the non-consolidation of the results of Chutian Era and Hongbo will no longer
affect the results of the Tianhe Property Group and Tianhe Group since the dates of the
relevant disposal, which were before the Completion Date and as the results of the Acquired
Group will only be consolidated into the Group’s financial statements from the Completion
Date, the non-consolidation of Chutian Era and Hongbo by Tianhe Property before the
Completion will not have any impact on the Company’s consolidated financial statements
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and audit opinion after Completion; and (iii) the adverse opinion on Tianhe Property Group
and Tianhe Group issued by the reporting accountants would not have material adverse
implications on the transactions being contemplated under the S&P and Subscription
Agreement.

In addition, as disclosed in the paragraph under “Tax indemnity” under the section
“The Acquisition and the Subscription — Principal terms of the S&P and Subscription
Agreement” above, the Group will be indemnified by the Vendor against any loss or liability
suffered or incurred by the Company or any member of the Acquired Group resulting from
or by reference to, amongst other things, any event on or before the Completion Date as a
result of the Acquisition. On this basis, we believe that the financial impact of the exclusion
of the financial information of Chutian Era and Hongbo on the Group after Completion is
limited.

Adjusted net asset value

In light of the information provided in the valuation report prepared LCH, which is set
out in Appendix V to the Circular, the Board is of the view that the audited net asset values
(“NAVs”) attributable to the owners of the parent of Tianranju and Tianhe as at 31st May,
2012 shall be adjusted for the purpose of providing NAV figures to the shareholders of
Tianranju and Tianhe when considering the consideration of the Acquisition. Details of the
adjustments with reference to note 8 to the pro forma financial information of the Enlarged
Group as illustrated in Appendix III to the Circular are as follows:

Tianranju Tianhe
Group Group Total
HK$’000  HK$'000  HK$’000

Audited NAVs of Tianranju Group and Tianhe

Group as at 31st May, 2012 156,657 270,624 427,281
Capital injection by the Vendor into Tianhe - 99,933 99,933
Estimated fair value adjustment on properties

under development, investment properties and

land use rights 438,132 54,474 492,606
Deferred tax liabilities recognised in respect of

fair value adjustment (109,533) (13,619)  (123,152)
Adjusted NAVs of Tianranju Group and Tianhe

Group as at 31st May, 2012 485,256 411,412 896,668

Non-controlling interests in NAVs of Tianranju
Group and Tianhe Group (288,594) (41,786)  (330,380)

Adjusted NAVs of Tianranju Group and Tianhe
Group attributable to the owners of the parent
as at 31st May, 2012 196,662 369,626 566,288

Note: RMB has been translated into HK$ in the exchange rate of RMB100 = HK$121.87 for the above
illustration
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As shown in the table above, the consideration of HK$537 million for the Acquisition
represents a discount of approximately 5% to the adjusted NAV of the Acquired Group of
approximately HK$566 million.

We understand that the pro forma financial information as extracted from Appendix III
to the Circular intends to provide investors with the financial information of the Enlarged
Group as if the Acquisition were completed on (i) 1st January, 2011 in respect of the
unaudited pro forma statement of comprehensive income and statement of cash flow of the
Enlarged Group; and (ii) 31st December, 2011 in respect of the unaudited pro forma
statement of financial position of the Enlarged Group. Such pro forma statement also sets
out the basis on which the Company determined the consideration of the Acquisition. The
pro forma balance sheet in this case is prepared based on the latest published balance sheet
of the Group as at 31st December, 2011 and the latest audited accounts of the Target Group
as at 31st May, 2012 as the latest audited financial information of the Target Group was
only made up to 31st May, 2012. Accordingly, the fair values of the Group I to Group IV
properties set out in Appendix V to the Circular as at 31st May, 2012 are consistently used
in preparing the pro forma financial information. However, a note has been added to the pro
forma financial information of the Enlarged Group to illustrate the financial impact of the
Acquisition on the Enlarged Group should the estimated fair value adjustments on properties
under development, investment properties and land use right of the Acquired Group be
determined with reference to the valuation report issued by LCH as at 31st August, 2012 as
disclosed in Appendix V to the Circular. Please refer to the Letter from the Board in the
Circular and the paragraphs headed “Financial impact of the Acquisition” below for further
details.

With regard to the valuation approach adopted by the LCH in arriving at the fair values
of the Group I to IV properties, details of which are set out in the paragraphs headed
“Valuation of the properties of the Acquired Group” below, and the pro forma adjusted NAV
of Tianranju Group and Tianhe Group attributable to the owners of the parent, the
approximately 5% discount of the Consideration to the adjusted NAV and the comparable
analyses on the Issue Price and the Conversion Price set out above, we are of the view that
the Consideration is fair and reasonable.

Valuation of the properties of the Acquired Group

We have discussed with LCH the basis of the approach to the valuation of Group I, II,
IIT and IV properties.

We understand that, as disclosed in the property valuation report, for property number
1 in Group I, LCH has adopted the Sales Comparison Approach or Market Approach which
takes into account the sales, listing or offerings of similar or substitute properties and related
market data and establishes a value of a property that a reasonable investor would have to
pay for a similar property of comparable utility and with an absolute title.

As for the valuation of property numbers 2 and 3 in Group II which are under
development, LCH has assumed that these properties will be developed and completed in
accordance with the Acquired Group’s latest development plans reviewed by it. In arriving
at its valuation, LCH has valued the land use rights of these properties by using the Sales
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Comparison Approach with reference to comparable sales transactions in the locality and
also have taken into account the costs incurred for construction in progress items up to the
date of valuation.

In relation to the valuation of a parcel of land in Yaoji Town of Wuhan (the property
numbered 4 in Group III) and International Building of Wuhan (the property numbered 5 in
Group IV) which account for approximately 5% and 95% respectively of the total reported
investment value of Group III and Group IV properties, LCH has attributed no commercial
value to the properties as the transferability of these properties is subject to approvals from
the relevant government authorities or payment of additional land premium, details of which
are disclosed in the section “Background information of the Acquired Group — Tianranju”
above and the Letter from the Board in the Circular.

For accounting reporting purpose, LCH has reported the investment values of the
Group III and Group IV properties after taking into account, amongst other things,
prevailing market rentals of these properties and investment returns of comparable
properties. According to the legal opinion prepared by the Company’s PRC legal advisers,
Haiwen & Partners, we note that upon approval from the local regulatory authorities in
respect of the transfer of the titles of these properties, these properties can be transferred
free of encumbrances in the market. Accordingly, the investment values of Group III and
Group IV properties have been taken into account in arriving at the adjusted NAV of
approximately HK$566.3 million of the Enlarged Group referred to in the paragraphs headed
“Adjusted net asset value” above. The Company has confirmed to us that it currently does
not foresee any legal impediment for the Acquired Group to comply with the procedures and
requirements in respect of the transfer of the titles of the Group III and Group IV properties.
Having said that, the Company does not have such intention at this stage and will continue
to hold the properties for long term investment purposes. In particular, International Building
of Wuhan is a commercial building located in the central business area of Wuhan with a
high occupancy rate and providing an immediate stable income stream for the Group upon
Completion to complement the existing business. Upon Completion, the Company intends to
retain International Building of Wuhan for rental purpose.

As disclosed in the Letter from the Board in the Circular, despite the current transfer
restriction on the land use right of International Building of Wuhan and the land at Huangpo
District, the Directors (including the independent non-executive Directors) are of the view
that the acquisition of the two properties by the Group is fair and reasonable and in the
interest of the Company and its Shareholders as a whole after taking into account (i) the
Group intends to hold the interests in the two properties on a long term basis and has no
intention to transfer the ownership. Therefore, the transfer restriction will not have any
material adverse impact on the business of the Enlarged Group; (ii) it is expected that
International Building of Wuhan shall provide an immediate stable income stream for the
Group upon completion of the Acquisition; (iii) although no market value has been assigned,
the two properties were valued at a total investment value of RMB169 million as at 31st
August, 2012 by LCH based on the valuation report in Appendix V to the Circular; and (iv)
provided that there is not any change in the planned use of the land and all the relevant
procedures have been properly complied with, the Directors do not foresee any material
obstacles in obtaining the necessary approvals in case the Enlarged Group plans to transfer
the ownership.
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In addition to the above reasons, we have taken into account the facts that (i) our
review of the PRC legal opinion on the properties interests owned by the Acquired Group
and discussions with Haiwen & Partners and the management of the Company reveal that
there is no material legal impediment to compliance with the procedures for transfer of the
titles of the Group III and IV properties; (ii) the revenue from the sale of properties by the
Acquired Group and stable rental income stream from International Building of Wuhan upon
Completion are expected to provide the Company with diversified income source; (iii) the
PKU Resource — Li Cheng Project and the Honglianhu Project are expected to be
self-financed after 2014 and provide an opportunity for the Company to tap into the PRC
property market; and (iv) the Acquisition does not require any immediate cash outlay,
together with other principal reasons and benefits of the Acquisition set out in this letter,
before arriving at our view on the fairness and reasonableness of the Acquisition and the
Consideration despite the current restriction on the land use right of International Building
of Wuhan and the land at Huangpo District.

We note that that International Building of Wuhan is accounted for as “investment
properties” in the audited accounts of Hubei Tianranju for the three years ended 31st
December, 2011 and the five months ended 31st May, 2012 with reference to the valuation
of such properties by LCH.

The Group III property is in turn accounted for as prepaid land lease payments with a
net book value of approximately RMB&8.8 million as at 31st May, 2012 in the accountants’
report of Tianranju as set out in Appendix II(B) to the Circular. In preparing the unaudited
pro forma financial information in Appendix III to the Circular, adjustment has been made to
reflect the fair value of the Group III property as at 31st May, 2012 of RMB9.0 million, the
investment value appraised by LCH as at 31st May, 2012.

As a result, the total non-current assets as shown in the audited accounts of Tianranju
comprised (i) the investment value of RMB159.5 million of International Building of Wuhan
as at 31st May, 2012 as appraised by LCH and (ii) the net book value of Group III property
of RMB&.8 million (which is only RMBO0.2 million lower than the valuation of RMB9.0
million as at 31st May, 2012 as appraised by LCH) which we understand was based on the
fair value of Group III property at the time of acquisition of Hubei Tianranju by Tianranju
in March, 2011.

Further, as disclosed on page IV-14 in the Circular concerning the additional financial
information of the Acquired Group, as at 31st December, 2011, International Building of
Wuhan with carrying amount of approximately RMB160 million was pledged to secure
approximately RMB150 million bank loans granted to subsidiaries of Peking Founder.

On the basis of the above reasons, we are of the view that while the Group III and
Group IV properties are valued on non-market basis by LCH, they carry significant values
for accounting reporting, long term investment and other commercial purposes. Hence, we
consider that the valuation of the Group III and Group IV properties should be included in
the adjusted NAV of the Enlarged Group and the valuation approaches adopted by LCH are
reasonable in establishing the values of the relevant properties of the Acquired Group.
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As disclosed in the Letter from the Board in the Circular, Phase II development of the
PKU Resource — Li Cheng Project shall comprise two pieces of land and Kunshan Hi-Tech
will consider the timing of acquiring the land based on the actual progress of Phase I
development and will by then negotiate with relevant authorities including the local bureau
of land and resources for the land premium required. Upon completion of the Acquisition,
the Group (including Kunshan Hi-Tech) will closely monitor the property market of Kunshan
city and prepare for the bidding of these two pieces of land for Phase II development of the
project. Due to the uncertain nature of Phase II development, when determining the
consideration for the Acquisition, no value has been assigned to Phase II development.
Neither does the valuation report in Appendix V contain any properties or lands in relation
to Phase II development.

Details of the valuation approach, methodology and assumptions regarding the
Acquired Group’s properties are set out in the property valuation report in Appendix V to
the Circular.

As disclosed in the Letter from the Board, all the requisite approvals for the PKU
Resource — Li Cheng Project and the Honglianhu Project have been obtained in accordance
with the progress of the development and we understand from the Company that there is no
legal impediment to obtaining the outstanding approvals prior to completion of these
projects.

Reasons for and benefits of the Acquisition and the Subscription

We refer to the paragraphs headed “Reasons for the Acquisition and the Subscription”
in the Letter from the Board and summarise the reasons for and benefits of the Acquisition
and the Subscription below:

(I) in relation to the Group’s principal business of distribution of information
products in Hong Kong and the PRC, the Group has recorded a loss attributable
to owners of the parent of approximately HK$8.4 million for the year ended 31st
December, 2011 compared to profit attributable to owners of the parent of
approximately HK$15.8 million for the year ended 31st December, 2010. It
continued to make a loss attributable to owners of the parent of approximately
HK$34.6 million for the six months ended 30th June, 2012 compared to a loss of
approximately HKS$1.8 million for the same period in 2011. Due to the
loss-making results of the Group and the intense competition of the Group’s
distribution business, the Group has been looking for opportunity to diversify its
existing business into a new line of business with growth potential;

(2) despite the risk factors relating to the Acquisition as well as in the PRC property
sector as discussed in the Letter from the Board in the Circular, the Board is
optimistic about the expansion into the new PRC property business engaged by
the Acquired Group and will implement mitigating actions for the relevant risk
factors as disclosed in the paragraphs headed “Risk factors” in the Letter from the
Board in the Circular. The Acquisition is expected to provide an opportunity for
the Group to tap into the PRC property market and to generate diversified income
and additional cashflow, which in turn is in line with the Group’s medium to long
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3)

“)

(%)

(6)

(7

term development plan of maintaining a satisfactory growth in results and
fulfilling its objective to enhance Shareholders’ value as disclosed in the 2011
annual report of the Company;

despite the minor correction in the PRC property market in 2011 as a result of the
austerity measures imposed by the PRC Government, the Directors consider that
while such correction resulted in a slowdown in the property market in the short
term, it also helped to curb investing and speculative activities in the PRC
property market which should be beneficial to the market in the long run;

the Directors consider that the recent rate cut announced by the PBoC and other
monetary loosening policies in the PRC are likely to continue and expect the PRC
property price to stabilise in the second half of 2012. This should in turn enhance
affordability of more genuine home purchasers, who are the target customers of
the PKU Resource — Li Cheng Project and the Honglianhu Project;

given the PRC’s continued economic growth, the resultant increase in disposable
income per capita and urbanization, the Directors are optimistic towards the
property market in China in the medium to long term. The Directors also consider
the Company, being a listed company on the Stock Exchange, can serve as a
better fund raising platform for Tianranju and Tianhe, which should partially
alleviate the burden of Tianranju and Tianhe to raise funds themselves in the
PRC;

as illustrated in the unaudited pro forma financial information of the Enlarged
Group in Appendix III to the Circular, using the fair value on properties under
development, investment properties and land use right determined with reference
to the valuation as at 31st May, 2012 prepared by LCH, as a result of the
Acquisition, the unaudited pro forma net asset value attributable to owners of the
parent of the Group as at 31st December, 2011 will be increased from
approximately HK$339.2 million to approximately HK$923.9 million. Instead of a
comprehensive loss of approximately HK$9.2 million, the Group will record
unaudited pro forma comprehensive income attributable to owners of the parent of
approximately HK$284.4 million (out of which HK$291.4 million was recognized
as one-off gain from bargain purchase and is not recurring in nature);

International Building of Wuhan is expected to provide an immediate stable
income stream for the Group upon Completion to complement the existing
business. Upon Completion, the Company intends to retain International Building
of Wuhan for rental purpose. The income may not be significant to the Group at
the moment, but nonetheless it provides steady cashflow to the Group. The
Directors are optimistic towards the future income growth from International
Building of Wuhan, having considered the potential economic growth of Wuhan
and Hubei province. It is also considered that the Acquired Group’s satisfactory
experience in managing International Building of Wuhan should bring synergies
and complimentary benefits to the Group upon Completion and the Master Lease
Agreement in relation to the management of Founder International Building as
explained in the section “Master Lease Agreement” below;

- 105 -



LETTER FROM ANGLO CHINESE CORPORATE FINANCE, LIMITED

(3)

©)

(10)

(11)

(12)

in view of the quality and location of each of the PKU Resource — Li Cheng
Project and the Honglianhu Project, the Directors consider that the Acquisition is
a strategic move for the Group for future sustainable and steady development and
these projects will generate long term investment return for the Group;

the properties owned by the Acquired Group include both residential properties
and commercial offices and therefore the Acquisition enables the Group to
generate more diversified income not only by selling residential properties but
also by renting commercial offices;

although the Acquired Group is currently loss making, the PKU Resource — Li
Cheng Project has commenced pre-sale in March, 2012 and has been generating
cash inflow to Kunshan Hi-Tech. The Honglianhu Project is expected to start
pre-sale in October, 2013. It is expected that upon Completion, pre-sale of both
projects should enable the Acquired Group to generate positive cashflow to the
Group;

the total expected capital commitment of RMB680 million for Tianranju and
Tianhe for the two years ending 31st December, 2014 is expected to be funded by
the Group’s internal resources, bank borrowings and proceeds from the pre-sale
and sale of properties. The Group is currently negotiating with various banks and
other financial institutions for possible funding facilities but no definite agreement
has been reached. Nonetheless, on top of the Entrusted Loan, the Group has
received confirmation from the PKU Resource that it will procure necessary
capital for the development of the PKU Resource — Li Cheng Project and the
Honglianhu Project in the future of up to RMB680 million in the two years
ending 31st December, 2014, in the case where the Group is not able to obtain the
required financing from the financial institutions in the PRC. It is expected that
Tianranju and Tianhe should be able to self-finance their respective projects after
31st December, 2014 without the financial assistance from PKU Resource. The
Group will carefully assess the then market condition, the PRC Government’s
policies towards PRC property markets as well as the availability of funding
before deciding to proceed with the projects; and

three Directors namely Mr Zhang Zhao Dong, Mr Chen Geng and Mr Xia Yang
Jun have years of experience in property development and management in the
PRC. Mr Zhang Zhao Dong and Mr Xia Yang Jun have held positions as directors
and senior management of PKU Resource and have been engaged in the
management of PKU Resource’s property businesses. Mr Chen Geng has held
position as general manager of Peking University Science Park Co., Ltd. and has
been responsible for overseeing its property development and project management
businesses. The Directors therefore consider that they have personnel among
themselves that possess the relevant experience to engage in property development
and property management business in the PRC.

Having considered the above reasons and benefits of the Acquisition as well as the risk
factors relating to the Acquisition and the PRC property sector (including relevant mitigating
actions which we consider will facilitate the implementation of business plans of the Group),
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we are of the view that the Acquisition should allow the Group to diversify its business into
the PRC property market and enhance the Group’s overall performance. We further concur
that the Subscription provides additional working capital for, amongst other things, financing
the business development of the property projects of the Enlarged Group immediately after
Completion and allows the Group to save interest cost which would otherwise be incurred in
the case of additional bank borrowings. We therefore consider that the Acquisition, together
with the issue of the Subscription Convertible Bonds, is on normal commercial terms, fair
and reasonable and in the interest of the Company and the Shareholders as a whole.

Currently, the Company has no intention to make any change in its board composition.
The Company intends to maintain its existing business and employment of its employees,
while it will continue to seek opportunities to diversify to new businesses with an aim to
achieve sustainable growth.

Financial impact of the Acquisition

The following summarises the financial impact of the Acquisition on the Group as if
the Acquisition had been completed on (i) 1st January, 2011 in respect of the unaudited pro
forma consolidated statement of comprehensive income and statement of cash flows of the
Enlarged Group; and (ii) 31st December, 2011 in respect of the unaudited pro forma
consolidated statement of financial position of the Enlarged Group.

Effect on net asset value
The net asset value of the Group as at 31st December, 2011 was HK$339.2 million.

As illustrated in the Letter from the Board in the Circular and the unaudited pro forma
financial information of the Enlarged Group in Appendix III to the Circular using the fair
value on properties under development, investment properties and land use right determined
with reference to the valuation as at 31st May, 2012 prepared by LCH, as a result of the
Acquisition, (i) the unaudited pro forma total assets of the Group as at 31st December, 2011
will be increased by approximately HK$1,683 million to approximately HK$3,604 million;
(i1) the unaudited pro forma total liabilities of the Group as at 31st December, 2011 will be
increased by approximately HK$768 million to approximately HK$2,350 million; and (iii)
the unaudited pro forma net asset value attributable to owners of the parent of the Group as
at 31st December, 2011 will be increased from approximately HKS$339.2 million to
approximately HK$923.9 million.

As disclosed in note 12 to the pro forma financial information of the Enlarged Group
set out in Appendix III of the Circular, for illustrative purpose, should the estimated fair
value adjustment on properties under development, investment properties and land use right
be determined with reference to the valuation report issued by LCH as at 31st August, 2012
in Appendix V to the Circular, as a result of the Acquisition, (i) the unaudited pro forma
total assets of the Enlarged Group as at 31st December, 2011 would be approximately
HK$3,629 million; (ii) the unaudited pro forma total liabilities of the Enlarged Group as at
31st December, 2011 would be approximately HK$2,360 million; and (iii) the unaudited pro
forma net assets attributable to owners of the parent of the Enlarged Group as at 31st
December, 2011 would be approximately HK$924.4 million.
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Effect on earnings

The loss attributable to owners of the parent of the Group for the year ended 31st
December, 2011 of the Group was HK$9.2 million. According to the pro forma financial
information in Appendix III to the Circular, for the year ended 31st December, 2011, the
Group will record unaudited pro forma comprehensive income attributable to owners of the
parent of approximately HK$284.4 million as a result of the Acquisition. Out of the
unaudited pro forma comprehensive income of HK$284.4 million, a total of approximately
HK$243.7 million was attributable to the one-off gain from bargain purchase of Tianhe
Property and Hubei Tianranju by Tianhe and Tianranju, respectively, whereas approximately
HK$47.7 million was attributable to the one-off gain from bargain purchase of the Acquired
Group by the Group as a result of the Acquisition. Such gain from bargain purchase is not
recurring in nature and will not have any continuous effect on the Enlarged Group.

As disclosed in note 12 to the pro forma financial information of the Enlarged Group
set out in Appendix III to the Circular, for illustrative purpose, should the estimated fair
value adjustment on properties under development, investment properties and land use right
be determined with reference to the valuation report issued by LCH as at 31st August, 2012
in Appendix V to the Circular, as a result of the Acquisition, the unaudited pro forma
comprehensive income attributable to owners of the parent of the Enlarged Group for the
year ended 31st December, 2011 would be approximately HK$284.4 million.

Effect on gearing and working capital

The Group’s gearing ratio on the basis of interest-bearing bank borrowings as a
percentage of total shareholders’ equity was approximately 1.67 as at 31st December, 2011.
According to the pro forma financial information in Appendix III to the Circular, the
interest-bearing bank borrowings, and total shareholders’ equity would have been HK$566.9
million and HK$1,254.3 million respectively as at 31st December, 2011. Consequently, the
unaudited pro forma gearing ratio of the Enlarged Group would be reduced to approximately
0.45 as at 31st December, 2011.

Moreover, the Group’s cash and cash equivalents stood at HK$449.2 million as at 31st
December, 2011. According to the pro forma financial information, the cash and cash
equivalents of the Enlarged Group would be increased to HK$559.7 million. As confirmed
by the Company, since the Acquisition does not involve any cash consideration, the
Acquisition is not expected to lead to any material change in the Enlarged Group’s working
capital position.

Please refer to Appendix III to the Circular for further information about the unaudited
pro forma financial information of the Enlarged Group.

Effect of the Acquisition on the shareholding of the Independent Shareholders
As at the Latest Practicable Date, except for the outstanding 42,056,200 share options
granted under the Share Option Scheme, the Company has no outstanding derivatives,

options, warrants, conversion rights or other similar rights which are convertible or
exchangeable into Shares. The following table sets out the shareholding structure of the
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Company (i) immediately after the issue of the Considerable Shares (assuming that there
will be no change in the issued share capital of the Company other than the issue of the
Shares pursuant to the exercise of option granted under the Share Option Scheme from the
Latest Practicable Date up to the Completion Date); and (ii) after the issue of the
Consideration Shares and upon full exercise of the conversion rights attaching to the
Convertible Bonds (assuming that there will be no change in the issued share capital of the
Company, other than the issue of the Consideration Shares and the Shares pursuant to the
exercise of options granted under the Share Option Scheme, from the Latest Practicable Date
up to the exercise in full of the conversion rights attaching to the Convertible Bonds):

The Vendor and parties
acting in concert with
it (Note 4)

Directors

Zhang Zhao Dong (Note 1)
Zheng Fu Shuang (Note 2)
Chen Geng (Note 3)

Xia Yang Jun (Note 3)

Xie Ke Hai (Note 3)

Sub-total

Other non-public
Shareholders

Cheung Shuen Lung
(Note 5)

F2 Consultant Limited
(Note 6)

Sub-total
Public Shareholders
Total

Notes:

(H

2

3)

“

As at the Latest
Practicable Date

No. of
Shares

363,265,000

3,956,000
200,019,000

203,975,000

36,890,100

60,671,600
97,561,700
441,260,340
1,106,062,040

%

32.84

0.36%
18.08%

18.44%

3.34%

5.49%
8.83%
39.89%
100%

Immediately after the issue of the
Consideration Shares and before the
conversion of the Convertible Bonds

Assuming none of
the outstanding
share options
granted under the
Share Option
Scheme will be

exercised

No. of
Shares %
891,171,976 54.54
3,956,000 0.24%
200,019,000  12.24%
203,975,000  12.48%
36,890,100 2.26%
60,671,600 3.71%
97,561,700 5.97%
441,260,340  27.01%

1,633,969,016 100%

Zheng Fu Shuang directly holds these Shares.

After the issue of the Consideration Shares
and upon full exercise of the conversion rights
attaching to the Convertible Bonds

Assuming none of
the outstanding
share options
granted under the
Share Option
Scheme will be

Assuming all
outstanding share
options granted
under the Share
Option Scheme will

Assuming all
outstanding share
options granted
under the Share
Option Scheme will

be exercised exercised be exercised
No. of No. of No. of

Shares % Shares % Shares %
891,171,976 53.17 1,756,288,254 70.28 1,756,288,254 69.12
14,470,050 0.86% 3,956,000 0.16% 14,470,050 0.57%
200,019,000  11.93% 200,019,000 8.00% 200,019,000 7.87%
10,514,050 0.63% - - 10,514,050 0.41%
10,514,050 0.63% - - 10,514,050 0.41%
10,514,050 0.63% - - 10,514,050 0.41%
246,031,200  14.68% 203,975,000 8.16% 246,031,200 9.67%
36,890,100 2.20% 36,890,100 1.47% 36,890,100 1.45%
60,671,600 3.62% 60,671,600 2.43% 60,671,600 2.39%
97,561,700 5.82% 97,561,700 3.90% 97,561,700 3.84%
441,260,340  26.33% 441,260,340  17.66% 441,260,340  17.37%
1,676,025,216 100% 2,499,085,294 100% 2,541,141,494 100%

Zhang Zhao Dong is interested in 3,956,000 Shares and the share options to subscribe for 10,514,050
Shares.

Each of Chen Geng, Xia Yang Jun and Xie Ke Hai is interested in the share options to subscribe for
10,514,050 Shares.

The Bondholder shall not convert the Convertible Bonds which will cause the Company to be unable

to meet the public float requirements as required under Rule 8.08 of the Listing Rules.

(5)

Cheung Shuen Lung is a director of a subsidiary of the Company.
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(6) F2 Consultant Limited holds the Shares as nominee on behalf of the directors of Founder Data
Corporation International Limited (“FDC”, a wholly-owned subsidiary of the Company) who are
acting in their capacity as the trustees of a discretionary trust for the employees of FDC and its
subsidiaries. Li Yong Hui and Ying Yu Ling are the directors of FDC.

Shareholders and potential investors should note that as a result of the Acquisition and
the Subscription, the shareholdings of public Shareholders will be diluted from 39.89% to
17.37% upon issue of the Consideration Shares and the Conversion Shares upon conversion
of the Convertible Bonds, assuming full exercise of the conversion rights attaching to the
Convertible Bonds and all of the outstanding share options granted under the Share Option
Scheme be exercised. However, as mentioned above, the Bondholder shall not convert the
Convertible Bonds in the event that such conversion will lead to non-compliance with the
public float requirements as required under Rule 8.08 of the Listing Rules and the dilution
will be from 39.89% to 25% consequently.

Taking into account (i) the reasons for and benefits of the Acquisition and the
Subscription; and (ii) the respective terms of the S&P and Subscription Agreement and the
Convertible Bonds being fair and reasonable, we consider that the aforementioned levels of
dilution to the shareholding interests as a result of the Acquisition and Subscription are
acceptable as far as the Independent Shareholders are concerned.

The Whitewash Waiver

As at the Latest Practicable Date, the Vendor owns approximately 32.84% shareholding
in the Company. After the issue of the Consideration Shares to the Vendor, the Vendor and
parties acting in concert with it will be interested in a total of 891,171,976 Shares,
representing approximately 54.54% of the enlarged issued share capital of the Company
(assuming no further Shares will be allotted and issued prior to the issue of the
Consideration Shares). The Vendor will then have an obligation to make a mandatory general
offer for all the Shares not already owned or agreed to be acquired by the Vendor and
parties acting in concert with it pursuant to Rule 26 of the Takeovers Code, unless the
Whitewash Waiver is granted by the Executive.

As a result, an application has been made by the Vendor to the Executive for the
Whitewash Waiver. The Whitewash Waiver, if granted by the Executive, will also be subject
to, amongst others, the approval by the Independent Shareholders taken by way of a poll at
the SGM to waive the general offer obligation on the part of the Vendor and parties acting
in concert with it which will be triggered as a result of the issue of the Consideration
Shares. The Vendor, parties acting in concert with it or those who are interested in or
involved in the Acquisition, the Whitewash Waiver and the transactions contemplated
thereunder will abstain from voting in respect of the resolution approving the Acquisition,
the Whitewash Waiver and the transactions contemplated thereunder at the SGM.

After the Consideration Shares are issued to the Vendor, the Vendor will hold more
than 50% of the voting rights of the Company and thereafter the Vendor may increase its
holding in the Company without incurring any further obligation under Rule 26 of the
Takeovers Code to make a general offer.
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As disclosed in the Letter from the Board in the Circular, the Vendor has confirmed
that (a) it and, or parties acting in concert with it have not acquired voting rights attaching
to the relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code) of the
Company; (b) there have been no disqualifying transactions as stipulated under paragraph 3
of Schedule VI to the Takeovers Code; and (c) there have been no dealings in the Shares by
them, within the six months period prior to the date of the Announcement and up to and
including the Latest Practicable Date.

As at the Latest Practicable Date, save for the Convertible Bonds and the outstanding
42,056,200 share options granted under the Share Option Scheme, the Company has no
outstanding derivatives, options, warrants, conversion rights or other similar rights which are
convertible or exchangeable into Shares or affect the Shares of the Company.

In view of the reasons for and the benefits of the Acquisition and the Subscription to
the Group and the terms of the Acquisition, including the allotment and issue of the
Consideration Shares and the Conversion Shares upon conversion pursuant to the terms and
conditions of the Convertible Bonds, being fair and reasonable so far as the Independent
Shareholders are concerned, we consider that the Whitewash Waiver is fair and reasonable
and in the interests of the Company and the Shareholders as a whole.

The Loan Agreement and the Entrusted Loan Agreement
Principal terms of the Loan Agreement and the Entrusted Loan Agreement

On 6th May, 2012, Kunshan Hi-Tech and PKU Resource entered into the Loan
Agreement, the principal terms of which are set out below:

Loan Agreement

Lender: PKU Resource, which is principally engaged in property development,
real estate activities, trading and education investment

Borrower: Kunshan Hi-Tech

Loan Amount: RMB250,000,000

Term: one year from the date when the subject loan is drawn

Interest: at the interest rate at 12.5% per annum and to be paid semi-annually

Security provided: charge over the Land Use Rights to the entity designated by PKU
Resource

Repayment: the whole loan shall be repaid at the end of the term
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Entrusted Loan Agreement

On 5th July, 2012, Founder Finance entered into the Entrusted Loan Agreement with
Kunshan Hi-Tech to give effect to the Loan Agreement. The principal terms of the Entrusted
Loan Agreement are substantially the same as the Loan Agreement except that the Lender is
Founder Finance instead of PKU Resource.

Background to, reasons for and benefits of the Loan Agreement and the Entrusted Loan
Agreement

As disclosed in the Letter from the Board in the Circular, in view of recent stringent
PRC banking policies in releasing loans to property companies, it is very difficult for
Kunshan Hi-Tech to apply for new loans from banks. In this regard, we have discussed with
the management of the Vendor who confirmed that Kunshan Hi-Tech has approached banks
in the PRC to explore the possibility of borrowing loans from them to no avail.

As Kunshan Hi-Tech needs capital to develop the PKU Resource — Li Cheng Project in
Kunshan, the Entrusted Loan can effectively reduce the working capital pressure on Kunshan
Hi-Tech at commercially reasonable rate, which is in turn beneficial to the long term
development of Kunshan Hi-Tech. Although the Entrusted Loan has a term of one year only,
since the Entrusted Loan is provided by PKU Resource, being the associate of the ultimate
controlling shareholder of the Company, it is more likely that the Entrusted Loan will be
extended as opposed to loans provided by independent third parties. However, as at the
Latest Practicable Date, no agreement has been reached between the Group and PKU
Resource to extend the Entrusted Loan. Should there be any extension of the Entrusted Loan
subsequently, the Company will take steps to comply with the requirements under the
Listing Rules.

We have confirmed with the Company that the lending of the Entrusted Loan by PKU
Resource to Kunshan Hi-Tech via Founder Finance, the designated licencsed financial
institution within Peking Founder Group, on a short-term basis and normal and commercial
terms will allow Kunshan Hi-Tech to meet its capital requirements in the near term on one
hand and Peking Founder Group to better utilise and allocate its financial resources on the
other hand.

The terms of the Loan Agreement and the Entrusted Loan Agreement were negotiated
on an arm’s length basis between all parties thereto and were determined on normal
commercial terms with reference to prevailing market rates and the interest rates of similar
entrusted loans provided to other group companies. The interest rate of 12.5% of the
Entrusted Loan was determined based on PKU Resource’s external cost of funding including
interest of the debt financing and arrangement fees paid by PKU Resources in procuring the
Entrusted Loan. It is referenced to the interest rates of entrusted loan facilities granted to
other group companies. An analysis of the terms of comparable entrusted loans is set out in
the table and paragraphs headed “Comparable entrusted loan transactions” below.

As confirmed by the Directors, Kunshan Hi-tech has not received any better terms

offered by independent third parties than the terms stipulated under the Loan Agreement and
Entrusted Loan Agreement.
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As the passing by the Independent Shareholders of all necessary resolutions at the
SGM approving the Loan Agreement and Entrusted Loan Agreement is one of the conditions
precedent of the Acquisition which cannot be waived, in the event that the Loan Agreement
and the Entrusted Loan Agreement are not approved by the Independent Shareholders, the
Acquisition will be lapsed and the Loan Agreement and the Entrusted Loan Agreement will
no longer constitute continuing connected transaction of the Company.

Comparable entrusted loan transactions

In order to assess if the terms of the Loan Agreement and the Entrusted Loan
Agreement are fair and reasonable, we have identified the following 17 comparable cases
involving the provision of entrusted loans denominated in RMB announced during the period
from 13th November, 2011 to 12th November, 2012. As the transactions identified for the
last 6 months are predominantly conducted by China Kingstone Mining Holdings Limited
and China Chengtong Development Group Limited, we extended the review period to the
last 12 months to enhance the diversity and representativeness of the sample base.

List of comparable entrusted loan transactions in the last 12 months

Date of Stock  Principal ~ Interest
Announcement Company Code  amount rate Term Security
RMB
millions % Years
2nd November, 2012 China Power International Development Limited 2380 300 6.15% 3.00 Y
31st October, 2012 China Chengtong Development Group Limited 27 70 12.00% 0.50 Y
12th July, 2012 CIAM Group Limited 378 28 21.00% 150 Y
22nd June, 2012 China Kingstone Mining Holdings Limited 1380 220 12.43% 0.58 N
22nd June, 2012 China Kingstone Mining Holdings Limited 1380 20 12.43% 0.58 N
22nd June, 2012 China Kingstone Mining Holdings Limited 1380 70 30.86% 0.58 N
22nd June, 2012 China Kingstone Mining Holdings Limited 1380 35 7.22% 1.00 Y
22nd June, 2012 China Kingstone Mining Holdings Limited 1380 45 7.22% 1.00 Y
10th May, 2012 China Chengtong Development Group Limited 217 200 18.50% 1.00 Y
23rd April, 2012 China Chengtong Development Group Limited 27 200 16.00% 1.00 Y
23rd April, 2012 China Chengtong Development Group Limited 7 70 12.00% 0.50 Y
Ist April, 2012 China Chengtong Development Group Limited 217 40 15.00% 1.00 Y
16th February, 2012 AUPU Group Holding Company Limited 471 27 10.00% 200 Not disclosed
11th January, 2012 China Sanjiang Fine Chemicals Company Limited 2198 150 12.00% 0.92 Y
15th December, 2011 AviChina Industry & Technology Company Limited 2357 50 6.56% 100 Not disclosed
8th December, 2011~ China Chengtong Development Group Limited 217 100 12.00% 1.00 Y
(Note 2)
18th November, 2011 Paul Y. Engineering Group Limited 511 25 PBoC 0.25 N
Max 30.86% 3.00
Min 6.15% 0.25
Median 12.00% 1.00
Average 13.21% 1.02
6th September, 2012 The Entrusted Loan Agreement 618 250 12.50% 1.00 Y

Notes:
(1)  PBoC refers to the benchmark interest rate set by the People’s Bank of China

(2)  The entrusted loan arrangement was eventually terminated as the borrower was unable to complete
the registration of the charge over a piece of land.

Source: www.hkexnew.hk
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As shown in the table above, the interest rates of the other comparable entrusted loans
range from 6.15% to 30.86% and the interest rate of the Entrusted Loan is within such
range. It is also lower than the average interest rate of 13.21% of the other comparable
entrusted loans and taking into account the external cost of borrowing of PKU Resource of
12.5%, the interest rate of the Entrusted Loan is considered to be a normal commercial term.

As to the loan term of the comparable entrusted loans, we note that the median term is
one year and the average term is 1.02 year. Accordingly, the loan term of the Entrusted Loan
of one year is comparable to the other entrusted loans set out in the table above. Of the 17
comparable entrusted loans, five of them were lent to borrowers in the property sectors,
which is indicative that entrusted loans are not an unusual means of financing in the PRC
property sector. Accordingly, we are therefore of the view that the terms of the Loan
Agreement and the Entrusted Loan Agreement are fair and reasonable and in the interests of
the Company and its Shareholders as a whole in light of the terms of comparable entrusted
loans available in the market.

Listing Rules Implications

Upon Completion, Kunshan Hi-Tech will become an indirect non wholly-owned
subsidiary of the Company. Further, PKU Resource is a fellow subsidiary of Peking Founder,
whereas Founder Finance is a subsidiary of Peking Founder. As Peking Founder is the parent
company of the Vendor, the controlling Shareholder of the Company, both PKU Resource
and Founder Finance are therefore connected persons of the Company under Chapter 14A of
the Listing Rules. Accordingly, upon Completion, the Loan Agreement and the Entrusted
Loan Agreement will constitute continuing connected transactions for the Company pursuant
to Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios pursuant to Rule 14.07 of the
Listing Rules for the transactions contemplated under the Loan Agreement and the Entrusted
Loan Agreement exceeds 5% and the consideration for the above transactions exceed
HK$10,000,000, the Loan Agreement and the Entrusted Loan Agreement will constitute
non-exempt continuing connected transactions for the Company upon Completion and are
subject to the reporting, announcement, annual review and Independent Shareholders’
approval requirements under Chapter 14A of the Listing Rules. PKU Resource, Founder
Finance, their respective associates and those who are involved in or interested in the Loan
Agreement and the Entrusted Loan Agreement will abstain from voting at the SGM in
respect of the resolutions approving the Loan Agreement and the Entrusted Loan Agreement.

The Master Lease Agreement
Principal terms of the Master Lease Agreement

On 28th August, 2012, the Company as the lessor and Peking Founder as the lessee
entered into the Master Lease Agreement, the principal terms of which are set out in the
Letter from the Board in the Circular. Pursuant to the Master Lease Agreement, the
Company agrees to procure one of its subsidiaries to lease certain commercial premises at
Founder International Building to Peking Founder Group subject to the approval by the
Independent Shareholders. Peking Founder shall arrange the members of Peking Founder
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Group to enter into separate lease agreements with the Group. The commencement date of
the individual leases shall be specified in each individual lease agreement and the end date
of all the individual leases shall not be later than 31st December, 2014.

It is a condition precedent to the Master Lease Agreement that the Group is granted the
right to manage Founder International Building by the owner of Founder International
Building, Beijing Xinaote. Accordingly, on 28th August, 2012, the Company and Beijing
Xinaote entered into a memorandum of understanding whereby it was agreed that after the
transactions contemplated under the Master Lease Agreement have been approved by the
Independent Shareholders, Beijing Xinaote and a subsidiary designated by the Company
shall enter into a formal agreement pursuant to which the Group shall pay to Beijing
Xinaote the sums of RMB22 million (equivalent to approximately HK$26.85 million)
(annualised amount, the actual amount payable for the year ending 31st December, 2012 will
be adjusted on a pro-rata basis based on the final effective date of the agreement), RMB22.5
million (equivalent to approximately HK$27.46 million) and RMB23 million (equivalent to
approximately HK$28.07 million) (subject to any possible adjustment as may be agreed by
the parties in case there is change in market condition) for the years ended 31st December,
2012, 2013 and 2014 respectively in consideration that the Group will be granted the right
to manage Founder International Building and shall receive all profits (including but not
limited to the rental income received from the tenants) derived from Founder International
Building. The amounts payable to Beijing Xinaote under the memorandum of understanding
was determined on the basis of commercial negotiations between the Group and Beijing
Xinaote after considering the Group’s relationship with Peking Founder being the largest
lessee of Founder International Building, the historical average daily rental per square meter
of the rentable gross floor area and the expected rise in annual rental income of Founder
International Building from 2012 to 2014 as agreed between the Group and Beijing Xinaote.

The Directors have confirmed that except that PKU Resource has 18% equity interest
in Beijing Xinaote, each of Beijing Xinaote and its ultimate beneficial owners is a third
party independent of the Company and its connected persons.

Upon completion of the Master Lease Agreement, approximately 50.4% of the total
22,000 square meters rentable gross floor area of Founder International Building will be
leased to Peking Founder Group and the remaining 49.6% will be leased to independent
third parties from the date specified in the individual lease agreement to the end date not
later than 31st December, 2014. The rental to Peking Founder Group is referenced to the
prevailing market rate and a discount to such market rate is given to Peking Founder Group
by Beijing Xinaote as Peking Founder Group leased over half of the premise and the lease
terms are generally longer than 2 years.

The Master Lease Agreement is not conditional upon Completion, whereas Completion
is not conditional upon the approval of the Master Lease Agreement by the Independent
Shareholders.

Background to, reasons for and benefits of the Master Lease Agreement
The existing owner of Founder International Building, Beijing Xinaote, considers that

the Group possesses the commercial resources and managerial experience and skills
conducive to the development of the property management business of Founder International
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Building in future. The memorandum of understanding was therefore entered into between
the Company and Beijing Xinaote with a view to maximising the potential rental growth and
occupancy rate of Founder International Building and enhancing the operational efficiency in
the management of Founder International Building.

The Acquired Group currently owns International Building of Wuhan, an A-grade
commercial office building located in the central business area of Wuhan, via Hubei
Tianranju, as to approximately 77% of the gross floor area of the building. With an
occupancy rate of around 99.2% for the year ended 31st December, 2011, International
Building of Wuhan is expected provide an immediate stable income stream for the Group
upon Completion to complement the existing business. In addition, we understand that it is
the intention of the Group that Beijing Tianranju, a wholly owned subsidiary of Hubei
Tianranju established in June 2012, will be responsible for managing both International
Building of Wuhan and Founder International Building upon Completion as the management
of the Company considers that the satisfactory operating track record of International
Building of Wuhan should bring synergies and economies of scale to the Group. As the
Group is headquartered in Beijing and it maintains satisfactory business relationships with
members of Peking Founder Group and other potential tenants of Founder International
Building, the Company considers that the proposed arrangements to operate the property
management businesses of International Building of Wuhan and Founder International
Building under the same platform will enable it to achieve better integration and allocation
of resources and coordination between the Group and its business partners including
members of the Peking Founder Group.

Annual caps on rental fee

Based on the amount of rental fee set out under the Master Lease Agreement, the
proposed annual aggregate maximum amounts of fee to be received by the Group for the
three financial years ending 31st December, 2014 (the “Annual Rental Caps”) are estimated
to be RMB20 million equivalent to approximately HK$24.4 million) (annualised amount, the
actual annual cap for the year ending 31st December, 2012 will be adjusted on a pro-rata
basis based on the final effective date of the Master Lease Agreement), RMB27 million
(equivalent to approximately HK$33.0 million) and RMB34 million (equivalent to
approximately HK$41.5 million) respectively which are determined with reference to the
historical and current market unit rental, historical occupancy rate, tenure of existing tenancy
agreements and the expected increase in unit rental and occupancy rate.

Pursuant to our discussions with the management of the Company and our review of
the information provided to us by the Company including tenancy agreements signed
between Beijing Xinaote and existing tenants of Founder International Building, we note that
the Annual Rental Caps are determined with reference to:

(1) the prevailing market rentals of Founder International Building payable by its
tenants including members of Peking Founder Group to Beijing Xinaote;
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(2) the historical discounts of approximately 20 to 25% given by Beijing Xinaote to
members of Peking Founder Group to the market rentals paid by other tenants of
Founder International Building since 2006, which will continue to be given to
members of the Peking Founder Group by the Group after the Master Lease
Agreement becoming effective;

(3) the historical average occupancy rate of approximately 43% by members of
Peking Founder Group as measured by the total gross floor area occupied by
members of Peking Founder Group divided by the rentable gross floor area of
Founder International Building;

(4) the estimated gross floor area to be occupied by members of Peking Founder
Group in the three years ending 31st December, 2014, which is expected to be no
less than the gross floor area occupied by them prior to the effective date of the
Master Lease Agreement, indicating that a stable stream of rental income will
continue to be generated from members of Peking Founder Group and further
justifying the discounts to market rentals that will continue to be given to them;
and

(5) an estimated bi-annual increment in the office rental of Founder International
Building from 2012 to 2014 as agreed between the Group and members of Peking
Founder Group and an expected increase of 2,000 square meters rentable gross
floor area of which 400 square meters are to be leased to members of Peking
Founder Group from the year ending 31st December, 2012 and 1,600 square
meters are to be leased to them from the year ending 31st December, 2013.

In arriving at the office rentals to be paid by members of Peking Founder Group to the
Group during the term of the Master Lease Agreement and hence the Annual Rental Caps,
the Company has also taken into account the fact that Founder International Building is
located in the Zhongguancun area in Haidian District of Beijing which is well known as a
technology district and therefore the target tenants of Founder International Building are
mainly technology companies. As “Founder” is a renowned technology related brand in the
PRC, the Directors are confident that the leasing of certain commercial premises of Founder
International Building to members of Peking Founder Group (a majority of them are
technology related companies) can effectively enhance the goodwill of Founder International
Building and increase the overall occupancy rate by attracting other high quality technology
companies. The occupancy rate for Founder International Building was approximately 93.6%
for the five months ended 31st May, 2012. The Directors believe that the transactions
contemplated under the Master Lease Agreement will enable the Group to earn stable rental
income by continuing to lease office spaces of Founder International Building to members of
Peking Founder Group. At the same time, the Company will evaluate whether there is a need
to renovate the Founder International Building, to engage in more promotional activities
with the aim to promote the image of Founder International Building so as to attract higher
quality tenants and for rental appreciation.

With regard to (i) the payments of RMB22 million (annualized amount, the actual

amount payable for the year ended 31st December, 2012 will be adjusted based on the final
effective date of the agreement), RMB22.5 million and RMB23 million by the Group to
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Beijing Xinaote for the three years ended 31st December, 2014 respectively in consideration
for the right to manage Founder International Building and receive all profits arising
therefrom; (2) the fact that Founder International Building has been generating stable rental
income from members of Peking Founder Group who will continue to be tenants of Founder
International Building under terms comparable to those enjoyed by them under existing
tenancy agreements with Beijing Xinaote; and (3) the basis of calculation of the Annual
Rental Caps and the reasons for entering into the Master Lease Agreement set out above, we
consider that the proposed arrangements under the Master Lease Agreement are
commercially viable and the Annual Rental Caps are fair and reasonable, on normal
commercial terms and in the interests of the Company and the Independent Shareholders as
a whole.

Listing Rules Implications

As at the Latest Practicable Date, the Company is owned as to approximately 32.84%
of the issued Shares by the Vendor, which is a subsidiary of Peking Founder. Therefore,
Peking Founder is a connected person of the Company under Chapter 14A of the Listing
Rules. Accordingly, the transactions contemplated under the Master Lease Agreement will
constitute continuing connected transactions for the Company pursuant to Chapter 14A of
the Listing Rules.

As one or more of the applicable percentage ratios pursuant to Rule 14.07 of the
Listing Rules for the transactions contemplated under the Master Lease Agreement exceeds
5% and the consideration for the above transactions is expected to exceed HK$10,000,000,
the transactions contemplated under the Master Lease Agreement constitute non-exempt
continuing connected transactions for the Company and are subject to the reporting,
announcement, annual review and Independent Shareholders’ approval req