




Property Description and Tenure
Particulars of
Occupancy

Market Value in
existing state as at
30 September 2007

(RMB)

4. No.5 Lane 449
North Shanxi Road
Shanghai
The People’s
Republic of China

The subject property comprises
a 4-storey industrial building
completed in about 1980s.

The property contains a gross
floor area of approximately
1,084.06 square meters erected
on a parcel of land with total site
area of 282.91 square meters.

The property is
occupied by the
Group as office.

No Commercial Value

70.05% Interest
attributable

to the Group

No Commercial Value

Notes:

1. Pursuant to the Shanghai City Real Estate Ownership Certificate Hu Fang Di Zha Zi (2002) No. 020457,
a 4-storey industry building with gross floor area of 1,084.06 square meters and a parcel of allocated
land with gross site area of 282.91 square meters is held by Shanghai Environmental Engineering Design
& Research Institute Limited, a 70.05% owned subsidiary of the Company.

2. In the course of our valuation, we have ascribed no commercial value to the property situated on the
allocated land because it is not freely transferable. For indicative purpose, the total depreciated
replacement cost of the building as at the date of valuation was RMB1,410,000.

3. We have been provided with a legal opinion on the property prepared by the PRC Legal Advisers, which
contains, inter alia, the following information:

a. Shanghai Environmental Engineering Design & Research Institute Limited has legally obtained
the ownership and title of the subject property.

b. As the legal status of the land is allocated from the government, transfer of the property is subject
to the government approval and land premium should be paid at the time of the transaction.
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Set out below is a summary of certain provisions of the memorandum and articles of

association of the Company and of certain aspects of Cayman Islands company law.

1. MEMORANDUM OF ASSOCIATION

The memorandum of association provides that the Company’s objects are unrestricted.

The objects of the Company are set out in Clause 3 of the memorandum of association which

is available for inspection at the address and during the period specified in the paragraph

headed “Documents available for inspection” specified in appendix VI to this Prospectus. As

an exempted company, the Company will not trade in the Cayman Islands with any person, firm

or corporation except in furtherance of the business of the Company carried on outside the

Cayman Islands.

2. ARTICLES OF ASSOCIATION

The articles of association of the Company (the “Articles”) were adopted on 1 December

2007. The following is a summary of certain provisions of the Articles.

(a) Directors

(i) Power to allot and issue shares

Without prejudice to any special rights or restrictions for the time being attaching

to any shares or any class of shares, any share may be issued upon such terms and

conditions and with such preferred, deferred or other special rights, or such restrictions,

whether as regards dividend, voting, return of capital or otherwise, as the Company may

from time to time by ordinary resolution determine (or, in the absence of any such

determination or so far as the same may not make specific provision, as the Directors may

determine) and any preference shares may be issued on terms that they are liable to be

redeemed upon the happening of a specified event or upon a given date and either at the

option of the Company or at the option of the holder. The Directors may issue warrants

to subscribe for any class of shares or securities of the Company on such terms as they

may from time to time determine.

All unissued shares in the Company shall be at the disposal of the Directors, who

may offer, allot, grant options over or otherwise dispose of them to such persons, at such

times, for such consideration and generally on such terms they shall in their absolute

discretion think fit, but so that no shares shall be issued at a discount.
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(ii) Power to dispose of the assets of the Company or any subsidiary

There are no specific provisions in the Articles relating to the disposal of the assets

of the Company or any of its subsidiaries although the Directors may exercise all powers

and do all acts and things which may be exercised or done or approved by the Company

and which are not required by the Articles or relevant statutes of Cayman Islands to be

exercised or done by the Company in general meeting.

(iii) Compensation or payments for loss of office

Payments to any Director or past Director of any sum by way of compensation for

loss of office or as consideration for or in connection with his retirement from office (not

being a payment to which the Director is contractually entitled) must be approved by the

Company in general meeting.

(iv) Loans and the giving of security for loans to Directors

Where the shares of the Company remain listed on the Stock Exchange or on a stock

exchange in such other territory as the Directors may from time to time decide, the

Company may not make, without the approval of, or ratification by, the Company in

general meeting, any loans to, or provide any guarantee, indemnity or security in respect

of any loan to a Director or any of his associates, provided that the Articles do not prohibit

the granting of any loan or the provision of any guarantee, indemnity or security (i) to be

applied for, or in respect of a liability incurred, for any business of the Company, (ii) for

the purchase by a Director (or the repayment of a loan for his purchase) of a residence

where the amount of the loan, the liability under the guarantee or indemnity or the value

of the security does not exceed 80 per cent. of the fair market value of such residence nor

5 per cent. of the consolidated net asset value of the Company as shown in its latest

audited accounts; provided that any such loan is on normal commercial terms and is

secured by a legal charge over the residence or (iii) of any amount to, or in respect of a

liability of, a company in which the Company has an equity interest, and the amount of

such loan, or the liability assumed by the Company under such guarantee, indemnity or

security, does not exceed its proportional interest in such company.

(v) Financial assistance to purchase shares of the Company or its holding company

There are no provisions in the Articles relating to the giving by the Company of

financial assistance for the purchase, subscription or other acquisition of shares of the

Company or of its holding company. The law on this area is summarised in paragraph 4(b)

below.
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(vi) Disclosure of interests in contracts with the Company or any of its subsidiaries

A Director may hold any other office or place of profit with the Company (except

that of an auditor) in conjunction with his office of Director for such period and upon such

terms as the Directors may determine, and may be paid such extra remuneration therefor

(whether by way of salary, commission, participation in profits or otherwise) as the

Directors may determine. A Director may be or become a director or other officer of, or

be otherwise interested in, any company promoted by the Company or any other company

in which the Company may be interested, and shall not be liable to account to the

Company or the members for any remuneration, profit or other benefit received by him

as a director or officer of or from his interest in such other company. The Directors may

also cause the voting power conferred by the shares in any other company held or owned

by the Company to be exercised in such manner in all respects as they think fit, including

the exercise thereof in favour of any resolution appointing the Directors or any of them

to be directors or officers of such other company, or voting or providing for the payment

of remuneration to the directors or officers of such other company. A Director shall not

vote or be counted in the quorum on any resolution of the Directors concerning his own

appointment or the appointment of any of his associates as the holder of any office or

place of profit with the Company or any other company in which the Company is

interested (including the arrangement or variation of the terms thereof, or the termination

thereof).

Subject to the provisions of the Articles, no Director or proposed or intended

Director shall be disqualified by his office from contracting with the Company, either

with regard to his tenure of any office or place of profit or as vendor, purchaser or in any

other manner whatsoever, nor will any contract with regard thereto or any other contract

or arrangement in which any Director is in any way interested be liable to be avoided, nor

shall any Director so contracting or being so interested be liable to account to the

Company or the members for any remuneration, profit or other benefits realised by any

such contract or arrangement by reason of such Director holding that office or the

fiduciary relationship thereby established. If to the knowledge of a Director, he or any of

his associates is in any way, whether directly or indirectly, interested in a contract or

arrangement or proposed contract or arrangement with the Company, he must declare the

nature of his or, as the case may be, his associate(s)’ interest at the meeting of the

Directors at which the question of entering into the contract or arrangement is first taken

into consideration, if he knows his interest or that of his associates then exists, or in any

other case at the first meeting of the Directors after he knows that he or his associate(s)

is or has become so interested.
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Save as otherwise provided by the Articles, a Director may not vote (nor be counted

in the quorum for the voting) on any resolution of the Directors approving any contract

or arrangement in which he or any of his associate(s) is to his knowledge materially

interested, and if he does so his vote will not be counted, but this prohibition will not

apply to any of the following matters, namely:

(aa) any contract or arrangement for the giving to the Director or his associate(s)

of any security or indemnity in respect of money lent by him or any of them

or obligations undertaken by him for the benefit of the Company;

(bb) any contract or arrangement for the giving by the Company of any security to

a third party in respect of a debt or obligation of the Company or any company

in which the Company has an interest for which the Director or his associate(s)

has himself/themselves guaranteed or secured in whole or in part;

(cc) any contract or arrangement by a Director or his associate(s) to subscribe for

shares or debentures or other securities of the Company to be issued pursuant

to any offer or invitation to the members or debenture or other securities

holders or to the public which does not provide the Director and his

associate(s) any privilege not accorded to any other members or debenture or

other securities holders or to the public;

(dd) any contract or arrangement concerning an offer of the shares, debentures or

other securities of or by the Company for subscription or purchase where the

Director or his associate(s) is/are or is/are to be interested as a participant in

the underwriting or sub-underwriting of the offer and/or for the purposes of

making any representations, the giving of any covenants, undertakings or

warranties or assuming any other obligations in connection with such offer;

(ee) any contract or arrangement in which the Director or his associate(s) is/are

interested by virtue only of his/their interest in shares or debentures or other

securities of the Company and/or his/their being the offeror or one of the

offerors or is interested in one of the offerors for the purchase or effective

acquisition of such shares, debentures or other securities;

(ff) any contract or arrangement concerning any company in which he or his

associate(s) is/are interested directly or indirectly whether as an officer or an

executive or a member, other than a company in which the Director or his

associates owns five per cent. or more of the voting equity capital or voting

rights of any class of shares of such company (or of any third company through

which his interest is derived), excluding shares which carry no voting rights at

general meetings and no or nugatory dividend and return of capital rights, and

excluding shares held directly or indirectly through the Company;
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(gg) any proposal or arrangement for the benefit of employees of the Company or
its subsidiaries including a pension fund or retirement, death or disability
benefit scheme or personal pension plan under which a Director, his
associate(s) and employees of the Company or of any of its subsidiaries may
benefit and which has been approved by or is subject to and conditional on
approval by the relevant tax authorities for taxation purposes or relates to
Directors, associate(s) of Directors and employees of the Company or any of
its subsidiaries and does not give the Director or his associate(s) any privilege
not accorded to the relevant class of officers of which the Director is a member
and to whom such scheme or fund relates;

(hh) any proposal concerning the adoption, modification or operation of any share
scheme involving the issue or grant of options over shares or other securities
by the Company to, or for the benefit of, the employees of the Company or its
subsidiaries under which the Director or his associate(s) may benefit; and

(ii) any contract, agreement, transaction or proposal concerning the purchase
and/or maintenance of any insurance policy for the benefit of any Director, his
associate(s), officer or employee pursuant to the Articles.

(vii) Remuneration

The Directors shall be entitled to receive by way of ordinary remuneration for their
services such sum as is from time to time determined by the Company in general meeting,
such sum (unless otherwise directed by the resolution by which it is voted) to be divided
amongst the Directors in such proportions and in such manner as they may agree, or
failing agreement, equally, except that in such event any Director holding office for less
than the whole of the relevant period in respect of which the remuneration is paid shall
only rank in such division in proportion to the time during such period for which he has
held office. The foregoing provisions shall not apply to a Director who holds any salaried
employment or office in the Company except in the case of sums paid in respect of
Directors’ fees. The Directors shall also be entitled to be repaid all travelling, hotel and
other expenses reasonably incurred by them respectively in or about the performance of
their duties as Directors, including their expenses of travelling to and from Directors’
meetings, committee meetings or general meetings, or otherwise incurred whilst engaged
on the business of the Company or in the discharge of their duties as Directors.

The Directors may grant special remuneration to any Director who performs any
special or extra services to or at the request of the Company. Such special remuneration
may be made payable to such Director in addition to or in substitution for his ordinary
remuneration as a Director, and may be made payable by way of salary, commission or
participation in profits or otherwise as may be arranged. Notwithstanding the foregoing,
the remuneration of the managing director, joint managing director, deputy managing
director or an executive Director or a Director appointed to any other office in the
management of the Company may be fixed from time to time by the Directors and may
be by way of salary, commission or participation in profits or otherwise or by all or any
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of those modes and with such other benefits (including pension and/or gratuity and/or

other benefits on retirement) and allowances as the Directors may from time to time

decide. Such remuneration is in addition to his ordinary remuneration as a Director.

The Directors also have power to establish and maintain or procure the

establishment and maintenance of any contributory or non-contributory pension or

superannuation funds for the benefit of, or to give or procure the giving of donations,

gratuities, pensions, allowances or emoluments to, any persons who are or were at any

time in the employment or service of the Company, or of any company which is a

subsidiary of the Company, or is allied or associated with the Company or with any such

subsidiary company, or who are or were at any time directors or officers of the Company

or of any such other company as aforesaid, and holding or who have held any salaried

employment or office in the Company or such other company, and the spouses, widows,

widowers, families and dependants of any such persons and may make payments for or

towards the insurance of any such persons. Any Director holding any such employment

or office is entitled to participate in and retain for his own benefit any such donation,

gratuity, pension, allowance or emolument.

(viii) Retirement, appointment and removal

At each annual general meeting, one-third of the Directors for the time being (or if

their number is not three or a multiple of three, then the number nearest to but not less

than one third) will retire from office by rotation provided that every Director shall be

subject to retirement at least once every three years. The Directors to retire in every year

will be those who have been longest in office since their last election but as between

persons who became Directors on the same day those to retire shall (unless they otherwise

agree between themselves) be determined by lot.

A Director is not required to retire upon reaching any particular age.

The Directors are entitled to attend and speak at all general meetings.

The number of Directors shall not be fewer than one. A Director may be removed

by an ordinary resolution of the Company before the expiration of his period of office (but

without prejudice to any claim which such Director may have for damages for breach of

any contract of service between him and the Company). Subject to the statutes and the

provisions of the Articles, the Company may from time to time in general meeting by

ordinary resolution elect any person to be a Director either to fill a casual vacancy or as

an additional Director. In addition, the Directors may appoint any person to be a Director

either to fill a casual vacancy or as an additional Director but so that the number of

Directors so appointed shall not exceed the maximum number determined from time to

time by the members in general meeting. Any Director so appointed shall hold office only

until the next following annual general meeting of the Company and shall then be eligible

for re-election at the meeting.
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The Directors may from time to time entrust to and confer upon the chairman,

deputy chairman, managing director, joint managing director, deputy managing director

or executive director of the Company all or any of the powers of the Directors that they

may think fit, provided that the exercise of all powers by such Director shall be subject

to such regulations and restrictions as the Directors may from time to time make and

impose. The Directors may delegate any of their powers to committees consisting of such

member or members of their body and such other persons as they think fit, and they may

from time to time revoke such delegation or revoke the appointment of and discharge any

such committees either wholly or in part, and either as to persons or purposes, but every

committee so formed shall in the exercise of the powers so delegated conform to any

regulations that may from time to time be imposed upon it by the Directors.

(ix) Borrowing powers

The Directors may from time to time at their discretion exercise all the powers of

the Company to raise or borrow or to secure the payment of any sum or sums of money

for the purposes of the Company and to mortgage or charge its undertaking, property and

uncalled capital or any part thereof. The Directors may raise or secure the payment or

repayment of such sum or sums in such manner and upon such terms and conditions in

all respects as they think fit and in particular, but subject to the provisions of the

Companies Law, by the issue of debentures, debenture stock, bonds or other securities of

the Company, whether outright or as collateral security for any debt, liability or

obligation of the Company or of any third party.

Note: The provisions summarised above, in common with the Articles in general, may be varied with the
sanction of a special resolution of the Company.

(x) Qualification shares

Directors of the Company are not required under the Articles to hold any

qualification shares.

(xi) Indemnity to Directors

The Articles contain provisions that provide indemnity to, among other persons, the

Directors from and against all actions, costs, charges, losses, damages and expenses

which they or any of them may incur or sustain by reason of any act done, concurred in

or omitted in or about the execution of their duty or supposed duty in their respective

offices or trusts, except such (if any) as they shall incur or sustain through their own fraud

or dishonesty.
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(b) Alterations to constitutive documents

The memorandum of association of the Company may be altered by the Company in

general meeting. The Articles may also be amended by the Company in general meeting. As

more fully described in paragraph 3 below, the Articles provide that, subject to certain

exceptions, a special resolution is required to alter the memorandum of association, to approve

any alteration to the Articles and to change the name of the Company.

(c) Alterations of capital

The Company may from time to time by ordinary resolution:

(i) increase its share capital;

(ii) consolidate or divide all or any of its share capital into shares of larger or smaller

amount than its existing shares; on any consolidation of fully paid shares into shares

of larger amount, the Board may settle any difficulty which may arise as it thinks

expedient and in particular (but without prejudice to the generality of the foregoing)

may, as between the holders of the shares to be consolidated, determine which

particular shares are to be consolidated into a consolidated share, and if it shall

happen that any person shall become entitled to fractions of a consolidated share or

shares, such fractions may be sold by some person appointed by the Directors for

that purpose and the person so appointed may transfer the shares so sold to the

purchaser thereof and the validity of such transfer shall not be questioned, and so

that the net proceeds of such sale (after deduction of the expenses of such sale) may

either be distributed among the persons who would otherwise be entitled to a

fraction or fractions of a consolidated share or shares rateably in accordance with

their rights and interests or may be paid to the Company for the Company’s benefit;

(iii) divide its shares into several classes and attach thereto respectively any preferential,

deferred, qualified or special rights, privileges or conditions;

(iv) cancel any shares which at the date of the passing of the resolution have not been

taken or agreed to be taken by any person, and diminish the amount of its share

capital by the amount of the shares so cancelled;

(v) sub-divide its shares or any of them into shares of smaller amount than is fixed by

the memorandum of association, subject nevertheless to the Companies Law, and so

that the resolution whereby any shares are sub-divided may determine that, as

between the holders of the shares resulting from such sub-division, one or more of

the shares may have any such preferred or other special rights over, or may have

such deferred rights or be subject to any such restrictions as compared with the

others as the Company has power to attach to unissued or new shares;
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(vi) change the currency of denomination of its share capital; and

(vii) make provision for the issue and allotment of shares which do not carry any voting

rights.

The Company may by special resolution reduce its issued share capital, any capital

redemption reserve fund or other undistributable reserve in any manner authorised and subject

to any conditions prescribed by law. The Company may apply its share premium account in any

manner permitted by law.

(d) Variation of rights of existing shares or classes of shares

If at any time the capital is divided into different classes of shares, all or any of the special

rights (unless otherwise provided for by the terms of issue of that class) attached to any class

may, subject to the provisions of the Companies Law, be varied or abrogated either with the

consent in writing of the holders of not less than three-fourths in nominal value of the issued

shares of that class or with the sanction of a special resolution passed at a separate meeting of

the holders of the shares of that class. To every such separate general meeting the provisions

of the Articles relating to general meetings will mutatis mutandis apply, save as to the

provisions regarding the quorum of meetings, as to which see paragraph 2(s) below.

(e) Special resolutions – majority required

For so long as any part of the issued capital of the Company remains listed on the Stock

Exchange, a special resolution of the Company must be passed by a majority of not less than

three-fourths of the votes cast by such members as, being entitled so to do, vote in person or,

in the case of such members as are corporations, by their respective duly authorised

representatives or by proxy, at a general meeting of which not less than 21 days’ notice,

specifying the intention to propose the resolution as a special resolution, has been duly given.

However, at all times while any part of the issued capital of the Company remains listed on the

Stock Exchange, except in the case of an annual general meeting, if it is so agreed by a majority

in number of the members having a right to attend and vote at such meeting, being a majority

together holding not less than 95 per cent. in nominal value of the shares giving that right, (or,

in the case of an annual general meeting, by all members) a resolution may be proposed and

passed as a special resolution at a meeting of which less than 21 days’ notice has been given.

(f) Voting rights and right to demand a poll

Subject to any special rights, privileges or restrictions as to voting for the time being

attached to any class or classes of shares, at any general meeting on a show of hands every

member who is present in person (or, in the case of a member being a corporation, by its duly

authorised representative) or by proxy shall have one vote, and on a poll every member present

in person (or, in the case of a member being a corporation, by its duly authorised

representative) or by proxy shall have one vote for every share of which he is the holder which
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is fully paid or credited as fully paid (but so that no amount paid or credited as paid on a share

in advance of calls or instalments is treated for the foregoing purposes as paid on the share).

So long as the shares are listed on the Stock Exchange, where any member is, under the Listing

Rules (as defined in the Articles), required to abstain from voting on any particular resolution

or restricted to voting only for or only against any particular resolution, any votes cast by or

on behalf of such member (whether by way of proxy or, as the case may be, corporate

representative) in contravention of such requirement or restriction shall not be counted.

Notwithstanding anything contained in the Articles, where more than one proxy is appointed

by a shareholder which is a clearing house (as defined in the Articles) (or its nominees), each

such proxy shall have one vote on a show of hands. On a poll, a member entitled to more than

one vote need not use all his votes or cast all his votes in the same way.

At any general meeting a resolution put to the vote of the meeting shall be decided on a

show of hands unless voting by way of a poll is required by the Listing Rules (as defined in

the Articles) or a poll is (before or on the declaration of the result of the show of hands or on

the withdrawal of any other demand for a poll) demanded by (i) the Chairman of the meeting;

or (ii) by at least three members present in person or by proxy (or, in the case of a member

being a corporation, by its duly authorised representative) for the time being entitled to vote

at the meeting; or (iii) by any member or members present in person or by proxy (or, in the case

of a member being a corporation, by its duly authorised representative) and representing not

less than one-tenth of the total voting rights of all the members having the right to vote at the

meeting; or (iv) by a member or members present in person or by proxy (or, in the case of a

member being a corporation, by its duly authorised representative) and holding shares in the

Company conferring a right to vote at the meeting being shares on which an aggregate sum has

been paid up equal to not less than one-tenth of the total sum paid up on all the shares

conferring that right; or (v) if required by the Listing Rules (as defined in the Articles), by any

Director or Directors who, individually or collectively, hold proxies in respect of shares

representing five per cent. (5%) or more of the total voting rights at such meeting.

Where a shareholder is a clearing house (as defined in the Articles) or a nominee of a

clearing house, it may authorise such persons as it thinks fit to act as its representatives at any

meeting of the Company or at any meeting of any class of shareholders provided that the

authorisation shall specify the number and class of shares in respect of which each such

representative is so authorised. Each person so authorised under the provisions of the Articles

shall be entitled to exercise the same rights and powers as if such person was the registered

holder of the shares of the Company held by the clearing house (or its nominees) in respect of

the number and class of shares specified in the relevant authorisation.
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(g) Requirements for annual general meetings

For so long as any part of the issued capital of the Company remains listed on the Stock

Exchange, an annual general meeting must be held once in every year and within not more than

15 months after the last preceding annual general meeting or such longer period as is

permissible or not prohibited under the rules of the Stock Exchange on which any securities of

the Company are listed with the permission of the Company.

(h) Accounts and audit

The Directors shall cause true accounts to be kept of the sums of money received and

expended by the Company, and the matters in respect of which such receipts and expenditure

take place, and of the property, assets, credits and liabilities of the Company and of all other

matters required by law or are necessary to give a true and fair view of the state of the

Company’s affairs and to show and explain its transactions.

The books of accounts are to be kept at the principal office of the Company or at such

other place as the Directors think fit and shall always be open to the inspection of the Directors.

No member (not being a Director) or other person has any right to inspect any account or book

or document of the Company except as conferred by the Companies Law or ordered by a court

of competent jurisdiction or authorised by the Directors or by the Company in general meeting.

The Directors shall from time to time cause to be prepared and laid before the Company

at its annual general meeting such profit and loss accounts, balance sheets, group accounts (if

any) and reports and so long as any shares in the Company are listed on the Stock Exchange,

the accounts of the Company shall be prepared and audited based on the generally accepted

accounting principles of Hong Kong or the International Financial Reporting Standards or such

other standards as the Stock Exchange may permit. Every balance sheet of the Company shall

be signed on behalf of the Directors by two Directors and a copy of every balance sheet

(including every document required by law to be comprised therein or attached or annexed

thereto) and profit and loss account which is to be laid before the Company at its annual

general meeting, together with a copy of the Directors’ report and a copy of the auditors’ report,

shall not less than 21 days before the date of the meeting, be sent to every member of, and

every holder of debentures of, the Company and every other person entitled to receive notices

of general meetings of the Company under the Companies Law or of the Articles. Subject to

due compliance with the Companies Law and the rules of the Stock Exchange, and to obtaining

all necessary consents, if any, required thereunder and such consents being in full force and

effect, such requirements shall be deemed satisfied in relation to any person by sending to the

person in any manner not prohibited by the Companies Law and instead of such copies, a

summary financial statement derived from the Company’s annual financial statements and the

directors’ report thereon, which shall be in the form and containing the information required

by applicable laws and regulation, provided that any person who is otherwise entitled to the

annual financial statements of the Company and the directors’ report thereon may, if he so

requires by notice in writing served on the Company, demand that the Company sends to him,
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in addition to a summary financial statement, a complete printed copy of the Company’s annual

financial statement and the directors’ report thereon. If all or any of the shares or debentures

of the Company are for the time being (with the consent of the Company) listed or dealt in on

any stock exchange, there shall be forwarded to such stock exchange such number of copies

of such documents as may for the time being be required under its regulations or practice.

Auditors shall be appointed and their duties regulated in accordance with the Articles.

Save as otherwise provided by such provisions the remuneration of the auditors shall be fixed

by or on the authority of the Company at each annual general meeting, but in respect of any

particular year, the Company in general meeting may delegate the fixing of such remuneration

to the Directors.

(i) Notices of meetings and business to be conducted thereat

For so long as any part of the issued capital of the Company remains listed on the Stock

Exchange, an annual general meeting and any extraordinary general meeting at which it is

proposed to pass a special resolution must be called by giving at least 21 days’ notice in writing

and any other extraordinary general meeting shall be called by giving at least 14 days’ notice

in writing (in each case exclusive of the day on which the notice is served or deemed to be

served and of the day for which it is given). The notice must specify the place, the day and the

hour of meeting and, in the case of special business, the general nature of that business.

(j) Transfer of shares

All transfers of shares must be effected by transfer in writing in the usual or common

form or so long as any shares in the Company are listed on the Stock Exchange, such standard

form prescribed by the Stock Exchange or in any other form acceptable to the Board and may

be under hand only or, if the transferor or transferee is a clearing house or its nominee(s), by

hand, by machine imprinted signature or by such other means of execution as the Directors may

approve from time to time; and an instrument of transfer must be executed by or on behalf of

the transferor and by or on behalf of the transferee and the transferor shall be deemed to remain

the holder of the share until the name of the transferee is entered in the register of members

in respect thereof, provided that the Directors may in their absolute discretion dispense with

the requirement for the production of a transfer in writing before registering a transfer of a

share, and may accept mechanically executed transfers in any case.

The Directors may, in their absolute discretion, at any time and from time to time transfer

or agree to transfer any share upon the principal register to any branch register or any share

on any branch register to the principal register or any other branch register.
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Unless the Directors otherwise agree, no shares on the principal register shall be

transferred to any branch register nor shall shares on any branch register be transferred to the

principal register or any other register. All transfers and other documents of title must be

lodged for registration and registered, in the case of shares on a branch register, at the relevant

registration office and, in the case of shares on the principal register, at the transfer office for

that register.

The Directors may in their absolute discretion and without assigning any reason therefor,

refuse to register any transfer of any shares (not being fully paid shares) to a person of whom

they do not approve and they may refuse to register the transfer of any shares (not being fully

paid shares) on which the Company has a lien. The Directors may also refuse to register a

transfer of shares (whether fully paid or not) in favour of more than four persons jointly or any

share issued under any share option scheme for employees upon which a restriction on transfer

imposed thereby shall subsist, or where the transfer is to an infant or a person of unsound mind

or under other legal disability. If the Directors refuse to register a transfer, they must within

two months after the date on which the transfer was lodged with the Company send to the

transferor and transferee notice of the refusal and (if the shares concerned are fully paid shares)

the reasons(s) for such refusal.

The Directors may, if applicable, decline to recognise an instrument of transfer unless the

instrument of transfer is properly stamped, is in respect of only one class of share and is lodged

at the relevant registration or transfer office accompanied by the relevant Share certificate(s)

and such other evidence as they may reasonably require to show the right of the transferor to

make the transfer (and if the instrument of transfer is executed by some other person on his

behalf, the authority of that person so to do).

The registration of transfers may, on giving notice by advertisement in one English and

one Chinese newspaper circulating in Hong Kong, be suspended at such times and for such

periods as the Directors may from time to time determine and either generally or in respect of

any class of shares. The register of members shall not be closed for periods exceeding in the

whole 30 days in any year.

(k) Power for the Company to purchase its own shares

The Articles provide that the power of the Company to purchase or otherwise acquire its

shares is exercisable by the Directors upon such terms and conditions as they think fit subject

to the conditions prescribed by the Companies Law.

(l) Power of any subsidiary to own securities in the Company

There are no provisions in the Articles relating to ownership of securities in the Company

by a subsidiary.
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(m) Dividends and other methods of distribution

The Company in general meeting may declare dividends in any currency but no dividend

may exceed the amount recommended by the Directors. The Company may also make a

distribution out of share premium account subject to the provisions of the Companies Law.

Unless and to the extent that the rights attached to any shares or the terms of issue thereof

otherwise provide, all dividends will be apportioned and paid pro rata according to the amounts

paid or credited as paid on the shares during any portion or portions of the period in respect

of which the dividend is paid. No amount paid on a share in advance of calls will for this

purpose be treated as paid on the shares. The Directors may retain any dividends or other

moneys payable on or in respect of a share upon which the Company has a lien, and may apply

the same in or towards satisfaction of the debts, liabilities or engagements in respect of which

the lien exists. The Directors may deduct from any dividend or bonus payable to any member

all sums of money (if any) presently payable by him to the Company on account of calls,

instalments or otherwise.

Whenever the Directors or the Company in general meeting have resolved that a dividend

be paid or declared on the share capital of the Company, the Directors may further resolve

either (a) that such dividend be satisfied wholly or in part in the form of an allotment of shares

credited as fully paid, provided that the members entitled thereto will be entitled to elect to

receive such dividend (or part thereof) in cash in lieu of such allotment, or (b) that the members

entitled to such dividend will be entitled to elect to receive an allotment of shares credited as

fully paid in lieu of the whole or such part of the dividend as the Directors may think fit.

The Company may also upon the recommendation of the Directors by an ordinary

resolution resolve in respect of any particular dividend of the Company that it may be satisfied

wholly in the form of an allotment of shares credited as fully paid without offering any right

to members to elect to receive such dividend in cash in lieu of such allotment.

Whenever the Directors or the Company in general meeting have resolved that a dividend

be paid or declared the Directors may further resolve that such dividend be satisfied wholly or

in part by the distribution of specific assets of any kind.

All dividends, bonuses or other distributions or the proceeds of the realisation of any of

the foregoing unclaimed for one year after having been declared may be invested or otherwise

made use of by the Directors for the benefit of the Company until claimed and the Company

shall not be constituted a trustee in respect thereof. All dividends, bonuses or other

distributions or proceeds as aforesaid unclaimed for six years after having been declared may

be forfeited by the Directors and, upon such forfeiture, shall revert to the Company and, in the

case where any of the same are securities in the Company, may be re-allotted or re-issued for

such consideration as the Directors think fit.
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(n) Proxies

Any member of the Company entitled to attend and vote at a meeting of the Company or

a meeting of the holders of any class of shares in the Company is entitled to appoint another

person as his proxy to attend and vote instead of him. A member who is the holder of two or

more shares may appoint more than one proxy to represent him to vote on his behalf at a

general meeting of the Company or at a class meeting. At any general meeting where voting

is by a show of hands or by poll, votes may be given either personally (or, in the case of a

member being a corporation, by its duly authorised representative) or by proxy. Proxies need

not be members of the Company.

A proxy shall be entitled to exercise the same powers on behalf of a member who is an

individual and for whom he acts as proxy as such member could exercise. In addition, a proxy

shall be entitled to exercise the same powers on behalf of a member which is a corporation and

for which he acts as proxy as such member could exercise as if it were an individual member.

(o) Corporate representatives

A corporate member of the Company entitled to attend and vote at a meeting of the

Company is entitled to appoint any person or persons as its representative to attend and vote

on its behalf. A corporate member represented by its representative is deemed to be present in

person at the relevant meeting and its representative may vote on a show of hands and on a poll

on any resolution put at such meeting.

(p) Calls on shares and forfeiture of shares

The Directors may from time to time make such calls as it may think fit upon the members

in respect of any monies unpaid on the shares held by them respectively (whether on account

of the nominal value of the shares or by way of premium) and not by the conditions of

allotment thereof made payable at fixed times. A call may be made payable either in one sum

or by instalments. If the sum payable in respect of any call or instalment is not paid on or

before the day appointed for payment thereof, the person or persons from whom the sum is due

shall pay interest on the same at such rate not exceeding 20 per cent. per annum as the Directors

shall fix from the day appointed for the payment thereof to the time of actual payment, but the

Directors may waive payment of such interest wholly or in part. The Directors may, if they

think fit, receive from any member willing to advance the same, either in money or money’s

worth, all or any part of the money uncalled and unpaid or instalments payable upon any shares

held by him, and in respect of all or any of the monies so advanced the Company may pay

interest at such rate (if any) not exceeding 20 per cent. per annum as the Directors may decide.
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If a member fails to pay any call or instalment of a call on the day appointed for payment

thereof, the Directors may, at any time thereafter during such time as any part of the call or

instalment remains unpaid, serve a notice on him requiring payment of so much of the call or

instalment as is unpaid, together with any interest which may have accrued and which may still

accrue up to the date of actual payment. The notice will name a further day (not earlier than

the expiration of fourteen days from the date of the notice) on or before which the payment

required by the notice is to be made, and it will also name the place where payment is to be

made. The notice shall also state that, in the event of non-payment at or before the time

appointed, the shares in respect of which the call was made will be liable to be forfeited.

If the requirements of any such notice are not complied with, any share in respect of

which the notice has been given may at any time thereafter, before the payment required by the

notice has been made, be forfeited by a resolution of the Directors to that effect. Such forfeiture

will include all dividends and bonuses declared in respect of the forfeited share and not

actually paid before the forfeiture.

A person whose shares have been forfeited shall cease to be a member in respect of the

forfeited shares but shall, notwithstanding, remain liable to pay to the Company all moneys

which, at the date of forfeiture, were payable by him to the Company in respect of the shares

together with (if the Directors shall in their discretion so require) interest thereon from the date

of forfeiture until payment at such rate not exceeding 20 per cent. per annum as the Board may

prescribe.

(q) Inspection of register of members

For so long as any part of the share capital is listed on the Stock Exchange, any member

may inspect the principal or branch register of the Company maintained in Hong Kong without

charge and require the provision to him of copies or extracts thereof in all respect as if the

Company were incorporated under and is subject to the Companies Ordinance (Cap. 32) of the

laws of Hong Kong.

(r) Inspection of register of Directors

There are no provisions in the Articles relating to the inspection of the register of

Directors and Officers of the Company, since the register is not open to inspection (as to which

see paragraph 4(k) below).

(s) Quorum for meetings and separate class meetings

For all purposes the quorum for a general meeting shall be two members present in person

and entitled to vote (or, in the case of a member being a corporation, by its duly authorised

representative) or by proxy and entitled to vote. In respect of a separate class meeting convened

to sanction the modification of class rights, the necessary quorum shall not be less than two

persons holding or representing by proxy one-third in nominal value of the issued shares of that
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class and, where such meeting is adjourned for want of quorum, the quorum for the adjourned

meeting shall be any two members present in person and entitled to vote or by proxy (whatever

the number of shares held by them).

(t) Rights of the minorities in relation to fraud or oppression

There are no provisions in the Articles relating to rights of minority members in relation

to fraud or oppression. However, certain remedies are available to members of the Company

under Cayman Islands company law as summarised in paragraph 4(e) below.

(u) Procedures on liquidation

A resolution for a court or voluntary winding up of the Company must be passed by way

of a special resolution.

If the Company shall be wound up, the surplus assets remaining after payment to all

creditors are to be divided among the members in proportion to the capital paid up on the shares

held by them respectively, and if such surplus assets shall be insufficient to repay the whole

of the paid up capital, they are to be distributed so that, as nearly as may be, the losses shall

be borne by the members in proportion to the capital paid up on the shares held by them

respectively, all subject to the rights of any shares issued on special terms and conditions.

If the Company shall be wound up (whether the liquidation is voluntary or by the court),

the liquidator may, with the sanction of a special resolution, divide among the members in

specie or kind the whole or any part of the assets of the Company and whether the assets consist

of property of one kind or properties of different kinds and the liquidator may, for such

purposes, set such value as he deems fair upon any one or more class or classes of property to

be divided as aforesaid and may determine how such division is to be carried out as between

the members or different classes of members and the members within each class. The liquidator

may, with the like sanction, vest any one or more class or classes of property and may

determine how such division shall be carried out as between the members or different classes

of members. The liquidator may, with the like sanction, vest any part of the assets in trustees

upon such trusts for the benefit of members as the liquidator, with the like sanction, shall think

fit, but so that no member shall be compelled to accept any shares or other assets upon which

there is a liability.

(v) Untraceable members

The Company may sell the shares of any member if: (i) dividends or other distributions

have been declared by the Company on at least three occasions during a period of 12 years and

these dividends or distributions have been unclaimed on such shares; (ii) the Company has

published an advertisement of its intention to sell such shares in English and in Chinese in one

leading English and (unless unavailable) one leading Chinese newspaper circulating in the

territory of the stock exchange on which the ordinary share capital of the Company is listed and
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a period of three months has elapsed since the date of the first publication of such notice; (iii)

the Company has not at any time during the said periods of 12 years and three months received

any indication of the existence of the member who is the holder of such shares or of a person

entitled to such shares by death, bankruptcy or operations of law; and (iv) the Company has

notified the stock exchange on which the ordinary share capital of the Company is listed of its

intention to sell such shares. The net proceeds of any such sale will belong to the Company and

upon the receipt of such net proceeds by the Company, the Company will become indebted to

the former holder of such shares for an amount equal to the amount of such net proceeds.

(w) Stock

The Company may by ordinary resolution convert any fully paid shares into stock, and

may from time to time by like resolution reconvert any stock into fully paid shares of any

denominations. The holders of stock may transfer the same or any part thereof in the same

manner, and subject to the same regulations as and subject to which the shares from which the

stock arose might prior to conversion have been transferred or as near thereto as circumstances

admit, but the Directors may from time to time, if they think fit, fix the minimum amount of

stock transferable and restrict or prohibit the transfer of fractions of that minimum, but so that

such minimum shall not exceed the nominal amount of the shares from which the stock arose.

No warrants to bearer shall be issued in respect of any stock. The holders of stock shall,

according to the amount of the stock held by them, have the same rights, privileges and

advantages as regards dividends, participation in assets on a winding-up, voting at meetings,

and other matters, as if they held the shares from which the stock arose, but no such privilege

of the Company shall be conferred by an amount of stock which would not, if existing in

shares, have conferred such privilege or advantage. All such of the provisions of the Articles

as are applicable to paid up shares shall apply to stock, and the words “share” and

“shareholder” and “member” therein shall include “stock” and “stockholder”.

(x) Other provisions

The Articles provide that, to the extent that it is not prohibited by and is in compliance

with the Companies Law, if any rights attaching to any warrants which the Company may issue

after the date of this prospectus shall remain exercisable and the Company does any act which

would result in the subscription price under such warrants being reduced below the par value

of a Share, a subscription right reserve shall be established and applied in paying up the

shortfall between the subscription price and the par value of a Share on any exercise of the

warrants.
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3. VARIATION OF MEMORANDUM AND ARTICLES OF ASSOCIATION

Subject to the rights of the Company set out in paragraph 2(c) above to amend its capital

by ordinary resolution, the memorandum of association of the Company may be altered by the

Company by special resolution. The Articles state that a special resolution shall be required to

alter the provisions of the memorandum of association (subject as provided above) or the

Articles or to change the name of the Company. For these purposes, a resolution is a special

resolution if it has been passed by a majority of not less than three-fourths of the votes cast by

such members of the Company as, being entitled to do so, vote in person or, in the case of such

members as are corporations, by their respective duly authorised representatives or, where

proxies are allowed, by proxy at a general meeting of which not less than 21 clear days’ notice

specifying the intention to propose the resolution as a special resolution has been duly given.

Except in the case of an annual general meeting, the requirement of 21 clear days’ notice may

be waived by a majority in number of the members having the right to attend and vote at the

relevant meeting, being a majority together holding not less than 95 per cent. in nominal value

of the shares giving that right.

4. CAYMAN ISLANDS COMPANY LAW

The Company is incorporated in the Cayman Islands and, therefore, operates subject to

Cayman Islands law. Set out below is a summary of certain provisions of the Cayman Islands

company law, although this does not purport to contain all applicable qualifications and

exceptions or to be a complete review of all matters of the Cayman Islands company law and

taxation, which may differ from equivalent provisions in jurisdictions with which interested

parties may be more familiar.

(a) Share capital

The Companies Law provides that where a company issues shares at a premium, whether

for cash or otherwise, a sum equal to the aggregate amount or value of the premiums on those

shares shall be transferred to an account, to be called the “share premium account”. The share

premium account may be applied by a company subject to the provisions of its memorandum

and articles of association in such manner as the company may from time to time determine

including, but without limitation:

(i) in paying distributions or dividends to members;

(ii) in paying up unissued shares of the company to be issued to members of the

company as fully paid bonus shares;
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(iii) in redeeming or purchasing its shares as provided in the Companies Law;

(iv) in writing off

(aa) the preliminary expenses of the company; or

(bb) the expenses of, or the commission paid or discount allowed on, any issue of

shares or debentures of the company; or

(v) in providing for the premium payable on redemption of any shares or of any

debentures of the company.

No dividend or distribution may be paid to members out of the share premium account

unless immediately following the date of the proposed payment, the company is able to pay its

debts as they fall due in the ordinary course of business.

A company may issue preference shares and redeemable preference shares.

The Companies Law does not contain any express provisions dealing with the variation

of rights of holders of different classes of shares.

(b) Financial assistance to purchase shares of a company or its holding company

There is no statutory restriction in the Cayman Islands against the provision of financial

assistance for the purchase, subscription or other acquisition of its shares, though on English

common law principles, the directors have a duty to act in good faith for a proper purpose in

the best interests of the company, and moreover, there are restrictions on any act which

amounts to a reduction of capital. Accordingly, it may, depending on the circumstances, be

legitimate for the directors to authorise the provision by a company of financial assistance for

the purchase, subscription or other acquisition of its own shares, or the shares of its holding

company.

(c) Redemption and purchase of shares and warrants by a company and its
subsidiaries

A company may, if authorised by its articles of associations issue redeemable shares and

purchase its own shares, including any redeemable shares. Purchases and redemptions may

only be effected out of the profits of the company or out of the proceeds of a fresh issue of

shares made for the purpose, or, if so authorised by its articles of association and subject to the

provisions of the Companies Law, out of capital. Any premium payable on a redemption or

purchase over the par value of the shares to be purchased must be provided for out of profits

of the company or out of the company’s share premium account, or, if so authorised by its

articles of association and subject to the provisions of the Companies Law, out of capital. Any

purchase by a company of its own shares may be authorised by its directors or otherwise by
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or in accordance with the provisions of its articles. A payment out of capital for a redemption

or purchase of a company’s own shares is not lawful unless immediately following the date of

the proposed payment the company is able to pay its debts as they fall due in the ordinary

course of business. The shares so purchased or redeemed will be treated as cancelled and the

company’s issued, but not its authorised, capital will be diminished accordingly.

A company is not prohibited from purchasing and may purchase its own subscription

warrants subject to and in accordance with the terms and conditions of the relevant warrant

instrument or certificate. There is no requirement under Cayman Islands law that a company’s

memorandum or articles of association contain a specific provision enabling such purchases.

Under Cayman Islands law, a subsidiary may hold shares in its holding company and in

certain circumstances, may acquire such shares. A company, whether a subsidiary or a holding

company, may only purchase its own shares for cancellation if it is authorised to do so in its

articles of association.

(d) Dividends and distributions

A company may not pay a dividend, or make a distribution out of share premium account

unless immediately following the date on which the payment is proposed to be made, the

company is able to pay its debts as they fall due in the ordinary course of business.

(e) Protection of minorities

The Cayman Islands courts ordinarily would be expected to follow English case law

precedents which permit a minority shareholder to commence a representative action against

or derivative actions in the name of a company to challenge (a) an act which is ultra vires the

company or illegal (b) an act which constitutes a fraud against the minority and the wrong

doers are themselves in control of the company, or (c) an irregularity in the passing of a

resolution which requires a qualified (or special) majority.

In the case of company (not being a bank) having a share capital divided into shares, the

court may, on the application of members holding not less than one-fifth of the shares of the

company in issue, appoint an inspector to examine into the affairs of the company and to report

thereon in such manner as the court shall direct.

Any shareholder of a company may petition the court which may make a winding up order

if the court is of the opinion that it is just and equitable that the company shall be wound up.

Generally, claims against a company by its shareholders must be based on the general

laws of contract or tort applicable in the Cayman Islands or their individual rights as

shareholders as established by the memorandum and articles of association of the company.
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(f) Management

The Companies Law contains no specific restrictions on the power of directors to dispose
of assets of a company. However, as a matter of general law, every officer of a company, which
includes a director, managing director and secretary is required, in exercising his powers and
discharging his duties must do so honestly and in good faith with a view to the best interests
of the company and exercise the care, diligence and skill that a reasonably prudent person
would exercise in comparable circumstances.

(g) Accounting and auditing requirements

The Companies Law requires a company to cause proper records of accounts to be kept
with respect to (i) all sums of money received and expended by the company and the matters
in respect of which the receipt and expenditure takes place; (ii) all sales and purchases of goods
by the company and (iii) the assets and liabilities of the company. A company is required to
keep such books of account as are necessary to give a true and fair view of the state of the
company’s affairs and to explain its transactions.

(h) Exchange control

There are no exchange control regulations or currency restrictions in the Cayman Islands.

(i) Taxation

There are no income, corporation, capital gains or other taxes in effect in the Cayman
Islands on the basis of the present legislation. As an exempted company, the Company has
received from the Governor-in-Counsel of the Cayman Islands pursuant to the Tax Concessions
Law (1999 Revision) of the Cayman Islands, an undertaking that in the event of any change
to the foregoing, the Company, for a period of 20 years from the date of the grant of the
undertaking, will not be chargeable to tax in the Cayman Islands on its income or its capital
gains arising in the Cayman Islands or elsewhere and that dividends of the Company will be
payable without deductions of Cayman Islands tax. No capital or stamp duties are levied in the
Cayman Islands on the issue, transfer or redemption of Shares.

(j) Stamp duty

Certain documents (which do not include contract, notes for the sale and purchase of, or
instruments of transfer of, shares in Cayman Islands companies) are subject to stamp duty
which is generally calculated on an ad valorem basis.

(k) Inspection of corporate records

Neither the members of a company nor the general public have the right to inspect the
register of directors and officers, the minutes, accounts or, in the case of any exempted
company, the register of members. The register of mortgages and charges must be kept at the
registered office of the company and must be open to inspection by any creditor or member at
all reasonable times.
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Members of the public have no right to inspect the constitutive documents of a company

but the memorandum and articles of association must be forwarded to any member of the

company upon request. If no articles of association have been registered with the Registrar of

Companies, each member has the right to receive copies of special resolutions of members

upon request upon payment of a nominal fee.

The location of the registered office of a company is available to the general public upon

request to the Registrar of Companies.

(l) Winding up

A company may be wound up by the Cayman Islands court on application presented by

the company itself, its creditors or its contributors. The Cayman Islands court also has

authority to order winding up in a number of specified circumstances including where it is, in

the opinion of the Cayman Islands court, just and equitable that such company be wound up.

A company may be wound up voluntarily when the members so resolve in general

meeting, or, in the case of a limited duration company, when the period fixed for the duration

of the company by its memorandum of association expires, or the event occurs on the

occurrence of which the memorandum of association provides that the company is to be

dissolved. In the case of a voluntary winding up, such company is obliged to cease to carry on

its business from the time of passing the resolution for voluntary winding up or upon the expiry

of the period or the occurrence of the event referred to above. Upon the appointment of a

liquidator, the responsibility for the company’s affairs rests entirely in his hands and no future

executive action may be carried out without his approval.

Where a resolution has been passed for the voluntary winding up of a company, the court

may make an order that the winding up should continue subject to the supervision of the court

with such liberty to creditors, contributors or others to apply to the court as the court may think

fit.

In the case of a members’ voluntary winding up of a company, the company in general

meeting must appoint one or more liquidators for the purposes of winding up the affairs of the

company and distributing its assets. If the liquidator at any time forms the opinion that such

company will not be able to pay its debts in full, he is obliged to summon a meeting of

creditors.

As soon as the affairs of the company are fully wound up, the liquidator must make up

an account of the winding up, showing how the winding up has been conducted and the

property of the company has been disposed of, and thereupon call a general meeting of the

company for the purposes of laying before it the account and giving an explanation thereof.

This final general meeting requires at least one month’s notice called by Public Notice in the

Cayman Islands or otherwise as the Registrar of Companies may direct.
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5. GENERAL

Conyers Dill & Pearman, the Company’s legal advisers on Cayman Islands law, have sent

to the Company a letter of advice summarising certain aspects of Cayman Islands company law.

This letter, together with a copy of the Companies Law, is available for inspection as referred

to in the paragraph headed “Documents available for inspection” in appendix VI. Any person

wishing to have a detailed summary of Cayman Islands company law or advice on the

differences between it and the laws of any jurisdiction with which he is more familiar is

recommended to seek independent legal advice.
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FURTHER INFORMATION ABOUT THE COMPANY AND ITS SUBSIDIARIES

1. Incorporation of the Company

The Company was incorporated in the Cayman Islands under the Companies Law as an

exempted company with limited liability on 16 August 2006 with an authorised share capital

of HK$100,000 divided into 1,000,000 Shares. On 16 August 2006, an aggregate of 1,000,000

Shares were allotted and issued nil paid, as to 999,999 Shares to YY Holdings and as to one

Share to Codan Trust Company (Cayman) Limited; on the same date, Codan Trust Company

(Cayman) Limited transferred its one Share to YY Holdings. The said 1,000,000 nil paid Shares

were subsequently paid up in the manner described in paragraph 4 below.

The Company was incorporated in the Cayman Islands and is subject to Cayman Islands

law. Its constitution comprises a memorandum of association and articles of association. A

summary of certain relevant parts of its constitution and certain relevant aspects of the

Companies Law is set out in appendix IV to this prospectus.

2. Changes in share capital of the Company

(a) Increase in authorised share capital

Pursuant to a resolution in writing passed by the then sole shareholder of the

Company (namely, YY Holdings) on 1 December 2007, the authorised share capital of the

Company was increased from HK$100,000 to HK$10,000,000 by the creation of a further

99,000,000 Shares, which were on that date issued and credited as fully paid as described

in paragraph 4 below.

(b) Transfer of entire issued share capital

On 1 December 2007, the entire issued share capital of HK$10,000,000 in the

Company held by YY Holdings were transferred to Praise Fortune, in consideration for

a promissory note issued by Praise Fortune in favour of YY Holdings for a sum of

HK$407,669,000, which was determined by reference to the net tangible asset value of

the Group as at 30 June 2007.

(c) Further increase in authorised share capital

The authorised share capital of the Company was further increased to HK$400

million by the creation of a further 3,900 million Shares pursuant to a resolution passed

by the sole shareholder, Praise Fortune, as referred to in paragraph 3 below.

Immediately following completion of the Share Offer and the Capitalisation Issue

but without taking into account any Shares which may be issued upon the exercise of the

Over-allotment Option or the options which may be granted under the Share Option

Scheme, 800,000,000 Shares will be issued fully paid or credited as fully paid, and 3,200
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million Shares will remain unissued. In the event that the Over-allotment Option is

exercised in full, 30,000,000 Shares will be issued fully paid or credited as fully paid, and

3,170 million Shares will remain unissued. Other than pursuant to the exercise of the

Over-allotment Option or the options which may be granted under the Share Option

Scheme, the Directors do not have any present intention to issue any of the authorised but

unissued share capital of the Company and, without the prior approval of the members at

general meeting, no issue of Shares will be made which would effectively alter the control

of the Company.

Save as disclosed herein and in paragraphs 1 and 3 of this appendix, there has been

no alteration in the share capital of the Company since its incorporation.

(d) Founder shares

The Company has no founder shares, management shares or deferred shares.

3. Resolutions in writing of the sole shareholder of the Company passed on
1 December 2007

On 1 December 2007, pursuant to resolutions in writing passed by Praise Fortune, the sole

shareholder of the Company:

(a) the Company adopted its existing articles of association;

(b) conditional on the Listing Committee of the Stock Exchange granting listing of, and

permission to deal in the Shares in issue and to be issued as mentioned in this

prospectus on the Main Board and on the obligations of the Underwriters under the

Underwriting Agreement becoming unconditional and not being terminated in

accordance with the terms of that agreement or otherwise, in each case on or before

the day falling 30 days after the date of this prospectus:

(i) the authorised share capital was increased from HK$10 million to HK$400

million by the creation of a further 3,900 million Shares;

(ii) the Share Offer and the Over-allotment Option were approved and the

Directors were authorised to approve the allotment and issue of the Offer

Shares and such number of Shares as may be allotted and issued upon the

exercise of the Over-allotment Option;

(iii) the rules of the Share Option Scheme, the principal terms of which are set out

in paragraph 15 of this appendix, were approved and adopted and the Directors

were authorised to grant options to subscribe for Shares thereunder and to allot,

issue and deal with Shares pursuant to the exercise of options granted under the

Share Option Scheme;
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(iv) conditional on the share premium account being credited as a result of the

Share Offer, the Directors were authorised to capitalise HK$50 million

standing to the credit of the share premium account of the Company by

applying such sum in paying up in full at par 500 million Shares for allotment

and issue to holders of Shares whose names appear on the register of members

of the Company at the close of business on 1 December 2007 (or as they may

direct) in proportion (as nearly as possible without involving fractions) to their

then existing shareholdings in the Company;

(v) a general unconditional mandate was given to the Directors to allot, issue and

deal with, otherwise than by way of rights issue, scrip dividend schemes or

similar arrangements in accordance with the Articles, or pursuant to the grant

of options under the Share Option Scheme or exercise of any options which

may be granted under the Share Option Scheme or under the Share Offer or the

Capitalisation Issue or upon the exercise of the Over-allotment Option, Shares

with an aggregate nominal amount of not exceeding the sum of (aa) 20% of the

aggregate nominal amount of the share capital of the Company in issue

immediately following completion of the Share Offer and the Capitalisation

Issue (but excluding any Shares which may be issued pursuant to the exercise

(if any) of the Over-allotment Option or the exercise of any options that may

be granted under the Share Option Scheme); and (bb) the nominal amount of

the share capital of the Company which may be purchased by the Company

pursuant to the authority granted to the Directors as referred to in paragraph

(vi) below, until the conclusion of the next annual general meeting of the

Company, or the date by which the next annual general meeting of the

Company is required by the articles of association of the Company or any

applicable Cayman Islands law to be held, or the passing of an ordinary

resolution by shareholders of the Company revoking or varying the authority

given to the Directors, whichever occurs first; and

(vi) a general unconditional mandate (“Repurchase Mandate”) was given to the

Directors to exercise all powers of the Company to purchase Shares with an

aggregate nominal amount of not exceeding 10% of the aggregate nominal

amount of the share capital of the Company in issue and to be issued

immediately following the Share Offer and the Capitalisation Issue and upon

the exercise (if any) of the Over-allotment Option, until the conclusion of the

next annual general meeting of the Company, or the date by which the next

annual general meeting of the Company is required by the articles of

association of the Company or any applicable Cayman Islands law to be held,

or the passing of an ordinary resolution by shareholders of the Company

revoking or varying the authority given to the Directors, whichever occurs

first.
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4. Group Reorganisation

The companies comprising the Group underwent a Reorganisation to rationalise the

Group’s structure in preparation for the listing of the Shares on the Stock Exchange and the

Company became the holding company of the Group.

The Reorganisation involved the transfer to the Company by YY Holdings of an aggregate

of 200 shares of US$1 each, being the entire issued share capital of Pan Asia (BVI), the

intermediate holding company of the Group, in consideration and in exchange for which the

Company (i) allotted and issued, credited as fully paid, 99 million new Shares to YY Holdings,

and (ii) credited as fully paid at par the 1 million nil-paid Shares then held by YY Holdings.

Immediately following such transfer of shares in Pan Asia (BVI) to the Company from YY

Holdings, the entire issued share capital in the Company held by YY Holdings were transferred

to Praise Fortune, in consideration for a promissory note issued by Praise Fortune in favour of

YY Holdings for a sum of HK$407,669,000, which is was determined by reference to the net

tangible asset value of the Group as at 30 June 2007.

In addition to the acquisition of shares in Pan Asia (BVI) by the Company as referred to

above, the Group also underwent the following corporate restructuring:

(a) acquisition of SEEDRI:

(i) on 11 August 2006, Wuxi Zhong Dian subscribed for equity capital in SEEDRI

by way of capital injection at a consideration of RMB7,530,000, as a result of

which Wuxi Zhong Dian becoming the holder of approximately 70.05% of

enlarged equity interest in SEEDRI; and

(ii) on 25 August 2006, Wuxi Pan Asia acquired the entire equity interest in Wuxi

Zhong Dian at a consideration of RMB5 million from Yixing Xinwei Group

Company, Fan Yajun, and Zhu Panjun.

(b) acquisition of Wuxi Pan-Asia:

(i) on 9 September 2006, Pan Asia BVI acquired the entire equity interest in Wuxi

Pan Asia from AGT (BVI) at a consideration equivalent to the registered

capital of Wuxi Pan Asia (i.e. US$13.28 million);

(ii) on 1 October 2006, at the direction of AGT (BVI), Pan Asia BVI issued 100

shares of US$1 each in the capital of Pan Asia BVI to YY Holdings for purpose

of settlement of the consideration mentioned in sub-paragraph (b)(i) above;

and

(iii) on 1 October 2006, YY Holdings issued a promissory note in the amount of

US$13.28 million in favour of AGT (BVI) in consideration of AGT (BVI)’s

direction to Pan Asia (BVI) to issue the said 100 shares to YY Holdings.
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Immediately prior to the acquisition of approximately 70.05% equity interest of SEEDRI

by Wuxi Zhong Dian by way of capital injection on 11 August 2006 and the acquisition of the

entire equity interest of Wuxi Zhong Dian by Wuxi Pan-Asia on 25 August 2006, Shanghai

Kaida was indirectly (through Shanghai Industrial and Shanghai Gongcheng) interested in

approximately 94.7% equity interest of SEEDRI. Shanghai Kaida was directly owned as to

60% by Mr. Jiang and 40% by Mr. Jiang Lei, the son of Mr. Jiang. On 11 August 2006, the

registered capital of SEEDRI was increased from RMB3,220,000 to RMB10,750,000. The

additional portion of capital injected was recorded at its face value in the registered capital of

SEEDRI and fully paid up by Wuxi Zhong Dian in cash. On 25 August 2006, Wuxi Pan-Asia

acquired the entire equity interest in Wuxi Zhong Dian. Immediately following such

acquisition, SEEDRI was indirectly owned as to approximately 70.05% by Wuxi Pan-Asia

(through Wuxi Zhong Dian), approximately 28.37% by Shanghai Kaida (through Shanghai

Industrial and Shanghai Gongcheng) and approximately 1.58% by Shanghai Industrial

Development Fund (through Shanghai Gongcheng and indirectly through Shanghai Industrial).

Proposals were examined as to whether the approximately 28.37% equity interests in

SEEDRI indirectly owned by Shanghai Kaida could be transferred to the Group. As advised by

the PRC Legal Adviser, the transfer of the approximately 28.37% equity interests in SEEDRI

to the Group might be subject to more onerous examination procedures by local commerce

department of the PRC. As such, it was advised that the approximately 28.37% equity interests

in SEEDRI would be sold to an Independent Third Party in the PRC so as to sever the associate

relationship between SEEDRI and Mr. Jiang and Mr. Jiang Lei. Pursuant to an equity transfer

agreement dated 21 March 2007 made between Shanghai Kaida and Shanghai Huanghe Assets

Management Limited (“Shanghai Huanghe”), an Independent Third Party, Shanghai Kaida

transferred all its equity interest in both Shanghai Industrial and Shanghai Gongcheng to

Shanghai Huanghe at the consideration of RMB5 million. Shanghai Huanghe is established in

the PRC with limited liability. It is mainly engaged in equity investment, asset management,

merger and restructuring, investment and financial consulting services. Following such

transfer, Shanghai Huanghe held an indirect equity interest of approximately 28.37% in

SEEDRI. As at the Latest Practicable Date, as the equity interest in Shanghai Gongcheng held

by Shanghai Industrial Development Fund had been sold to another Independent Third Party,

SEEDRI was indirectly owned as to approximately 70.05% by Wuxi Pan-Asia, approximately

28.37% by Shanghai Huanghe and approximately 1.58% by another Independent Third Party.
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5. Changes in share capital of subsidiaries

The subsidiaries of the Company are listed in the accountants’ report set out in appendix

I to this prospectus.

In addition to the reorganisation described in paragraph 4 of this appendix, the following

alterations in the share capital of each of the Company’s subsidiaries took place within the two

years immediately preceding the date of this prospectus:

(a) on 15 July 2006, 100 shares of US$1 each in Pan Asia (BVI) were allotted and issued

to YY Holdings for cash at par;

(b) on 11 August 2006, the registered capital of SEEDRI was increased from

RMB3,220,000 to RMB10,750,000, the increased part of RMB7,530,000

(representing 70.05% of the enlarged registered capital of SEEDRI) were fully paid

up by Wuxi Zhong Dian on 10 August 2006;

(c) on 25 August 2006, Wuxi Pan-Asia acquired from Yixing Xinwei Group Company

( ), Fan Yajun and Zhu Panjun the 100% equity interest in

Wuxi Zhong Dian at the consideration of RMB5,000,000, being the then registered

capital of Wuxi Zhong Dian;

(d) on 9 September 2006, Pan Asia (BVI) acquired from AGT (BVI) the 100% equity

interest in Wuxi Pan-Asia at the consideration of US$13,280,000, being the then

registered capital of Wuxi Pan-Asia; and

(e) on 1 October 2006, 100 shares of US$1 each in Pan Asia (BVI) were allotted and

issued to YY Holdings for satisfying the consideration payable by Pan Asia (BVI)

for its acquisition of the entire equity interest in Wuxi Pan-Asia.

Save as disclosed herein and in paragraph 4 of this appendix, there has been no alteration

in the share capital of any of the subsidiaries of the Company within the two years immediately

preceding the date of this prospectus.
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6. Repurchase by the Company of its own securities

This paragraph includes information required by the Stock Exchange to be included in
this prospectus concerning the repurchase by the Company of its own securities.

(a) Shareholders’ approval

All proposed repurchases of securities (which must be fully paid up in the case of
shares) by a company listed on the Stock Exchange must be approved in advance by an
ordinary resolution of the shareholders, either by way of general mandate or by specific
approval of a particular transaction.

Note: Pursuant to a resolution in writing passed by the sole shareholder of the Company on 1 December 2007
a general unconditional mandate (“Repurchase Mandate”) was given to the Directors authorising any
repurchase by the Company of Shares on the Stock Exchange or any other stock exchange on which
the securities of the Company may be listed and which is recognised by the Securities and Futures
Commission and the Stock Exchange for this purpose, of up to 10% of the aggregate nominal amount
of the share capital of the Company immediately following completion of the Share Offer and the
Capitalisation Issue, such mandate will expire at the conclusion of the next annual general meeting of
the Company, or the date by which the next annual general meeting of the Company is required by the
Articles of Association or applicable Cayman Islands law to be held, or the passing of an ordinary
resolution by the shareholders of the Company in general meeting revoking or varying the same,
whichever occurs first.

(b) Source of funds

Repurchases must be paid out of funds legally available for the purpose in
accordance with the Company’s articles of association and the Companies Law. A listed
company may not repurchase its own securities on the Main Board for a consideration
other than cash or for settlement otherwise than in accordance with the trading rules of
the Stock Exchange. Under Cayman Islands laws, any repurchases by the Company may
be made out of profits of the Company or out of the proceeds of a fresh issue of shares
made for the purpose of the repurchase or, if authorised by its articles of association and
subject to the Companies Law, out of capital. Any premium payable on a redemption or
purchase over the par value of the Shares to be repurchased must be provided for out of
profits or the share premium account of the Company or, if authorised by its articles of
association and subject to the Companies Law, out of capital.

(c) Reasons for repurchases

The Directors believe that it is in the best interests of the Company and its
Shareholders for the Directors to have general authority from the Shareholders to enable
the Company to repurchase Shares in the market. Such repurchases may, depending on
market conditions and funding arrangements at the time, lead to an enhancement of the
net asset value per Share and/or earnings per Share and will only be made if the Directors
believe that such repurchases will benefit the Company and its Shareholders.

(d) Funding of repurchases

In repurchasing securities, the Company may only apply funds legally available for
such purpose in accordance with its articles of association, the Listing Rules and the
applicable laws of the Cayman Islands.
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On the basis of the current financial position of the Group as disclosed in this

prospectus and taking into account the current working capital position of the Group, the

Directors consider that, if the Repurchase Mandate were to be exercised in full, it might

have a material adverse effect on the working capital and/or the gearing position of the

Group as compared with the position disclosed in this prospectus. However, the Directors

do not propose to exercise the Repurchase Mandate to such an extent as would, in the

circumstances, have a material adverse effect on the working capital requirements of the

Group or the gearing levels which in the opinion of the Directors are from time to time

appropriate for the Group.

Assuming that the Over-allotment Option is not exercised, the exercise in full of the

Repurchase Mandate, on the basis of 800,000,000 Shares in issue immediately after the

listing of the Shares on the Main Board, would result in up to 80,000,000 Shares being

repurchased by the Company during the period in which the Repurchase Mandate remains

in force.

Assuming that the Over-allotment Option is exercised in full and on the basis of

830,000,000 Shares in issue immediately after the exercise of the Over-allotment Option,

the exercise in full of the Repurchase Mandate, would result in up to 83,000,000 Shares

being repurchased by the Company during the period in which the Repurchase Mandate

remains in force.

(e) General

None of the Directors nor, to the best of their knowledge having made all reasonable

enquiries, any of their associates currently intends to sell any Shares to the Company or

its subsidiaries.

The Directors have undertaken to the Stock Exchange that, so far as the same may

be applicable, they will exercise the Repurchase Mandate in accordance with the Listing

Rules and the applicable laws of the Cayman Islands.

If, as a result of a securities repurchase, a shareholder’s proportionate interest in the

voting rights of the Company is increased, such increase will be treated as an acquisition

for the purpose of the Hong Kong Code on Takeovers and Mergers (“Takeovers Code”).

Accordingly, a shareholder or a group of shareholders acting in concert could obtain or

consolidate control of the Company and become obliged to make a mandatory offer in

accordance with rule 26 of the Takeovers Code. Save as aforesaid, the Directors are not

aware of any consequences which would arise under the Takeovers Code as a

consequence of any repurchases pursuant to the Repurchase Mandate.

No connected person (as defined in the Listing Rules) has notified the Company that

he has a present intention to sell Shares to the Company, or has undertaken not to do so

if the Repurchase Mandate is exercised.
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7. Registration under Part XI of the Companies Ordinance

The Company has established its head office and a principal place of business in Hong

Kong for the purpose of registration under Part XI of the Companies Ordinance at 41st Floor,

Jardine House, 1 Connaught Place, Hong Kong. The Company has been registered as an

oversea company under Part XI of the Companies Ordinance. The application contains a notice

of appointment of Mr. Wan San Fai Vincent (being the company secretary of the Company)

both being as agent of the Company for the acceptance of service of process in Hong Kong.

FURTHER INFORMATION ABOUT THE BUSINESS OF THE GROUP

8. Summary of material contracts

The following contracts (not being contracts in the ordinary course of business) have been

entered into by members of the Group within the two years preceding the date of this

prospectus and are or may be material:

(a) an agreement dated 25 August 2006 made between Wuxi Pan-Asia as purchaser and

Yixing Xinwei Group Co. Ltd. ( ) as vendor for the

acquisition of 80% registered capital of Wuxi Zhong Dian at the consideration of

RMB4 million;

(b) an agreement dated 25 August 2006 made between Wuxi Pan-Asia as purchaser and

Fan Yajun as vendor for the acquisition of 10% registered capital of Wuxi Zhong

Dian at the consideration of RMB500,000;

(c) an agreement dated 25 August 2006 made between Wuxi Pan-Asia as purchaser and

Zhu Panjun as vendor for the acquisition of 10% registered capital of Wuxi Zhong

Dian at the consideration of RMB500,000;

(d) (i) an agreement dated 9 September 2006 and (ii) a supplemental agreement dated

19 March 2007 thereto (and taking effect as of 1 October 2006), both made between

AGT (BVI) as vendor and Pan Asia (BVI) as purchaser for the acquisition of the

100% registered capital of Wuxi Pan-Asia at a consideration of US$13.28 million;

(e) a cornerstone placing agreement made between the Sole Lead Manager and GE

Asset Management Incorporated (“GEAM”), pursuant to which GEAM has agreed

to purchase 39,920,000 Shares at the Offer Price, which agreement comprises a

placing letter dated 28 November 2007 from the Sole Lead Manager (as agent of the

Company) to GEAM, and an acknowledgement letter dated 30 November 2007 from

GEAM to the Sole Lead Manager;
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(f) a cornerstone placing agreement made between the Sole Lead Manager and The

China Development Capital Partnership Master Fund LP (“CDCPMF”), pursuant to

which CDCPMF has agreed to purchase such number of Shares which may be

purchased at the Offer Price with US$5,500,000, which agreement comprises a

placing letter dated 28 November 2007 from the Sole Lead Manager (as agent of the

Company) to CDCPMF, and an acknowledgement letter dated 29 November 2007

from CDCPMF to the Sole Lead Manager;

(g) a cornerstone placing agreement made between the Sole Lead Manager and General

Motors Investment Management Corporation (“GMIMC”), pursuant to which

GMIMC has agreed to purchase such number of Shares which may be purchased at

the Offer Price with US$4,500,000, which agreement comprises a placing letter

dated 28 November 2007 from the Sole Lead Manager (as agent of the Company)

to GMIMC, and an acknowledgement letter dated 29 November 2007 from GMIMC

to the Sole Lead Manager;

(h) an agreement dated 1 December 2007 made between (i) YY Holdings as vendor, (ii)

the Company as purchaser and (iii) Praise Fortune, Mr. Jiang, Mr. Jiang Lei, Mr.

Jiang Xin and Ms. Qian Yuanying as covenantors for the acquisition of the entire

issued share capital in Pan Asia (BVI), in consideration and in exchange for which

the Company (aa) allotted and issued, credited as fully paid, an aggregate of 99

million new Shares, and (bb) credited as fully paid at par the 1 million nil paid

Shares then held by YY Holdings;

(i) a deed of indemnity dated 1 December 2007 executed by Praise Fortune, Mr. Jiang,

Mr. Jiang Lei and Mr. Jiang Xin, in favour of the Company (for itself and as trustee

for its subsidiaries stated therein) containing the indemnities in respect of estate

duty and taxation and other liabilities more particularly referred to in paragraph 16

of this appendix; and

(j) the Underwriting Agreement.
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9. Intellectual property rights of the Group

Trademarks

As at the Latest Practicable Date, the following trademarks of the Group were

registered in the PRC:

Trademark
Place of
registration Class

Registration
number

Date of
application

Date of
registration

PRC 11 (Note) 4294575 30 September

2004

21 March

2007
PRC 11 (Note) 4294576 30 September

2004

21 March

2007

Note: The products covered under class 11 include air-cleaning devices, incinerators and waste-water
treatment facilities ( , , ).

As at the Latest Practicable Date, the Group made application for registration of the

following trademark in Hong Kong:

Trademark
Place of
application Class

Application
number

Date of
application

Hong Kong 11, 17, 35, 37,
40, 42 (Note)

300999866 23 November
2007

Note: The products and/or services covered under these classes include air-cleaning devices,
incinerators and waste-water treatment facilities; non-metallic pipes; project management;
building construction supervision; treatment of hazardous materials, waste treatment
(transformation) and water treating; and consultation in environmental protection.

Domain Name

As at the Latest Practicable Date, the Group had registered the following domain

name:

Domain name Registration Date Expiry Date

www.paep.com.cn 19 June 2003 19 June 2008
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10. Further information about the Group’s PRC establishments

The Group has interests in the registered capital of four enterprises established in the

PRC. A summary of the corporate information of these enterprises are set out as follows:

(a) (i) Name of the

enterprise:

Wuxi Pan-Asia Environmental Protection

Technologies Limited (

)

(ii) Economic nature: limited liability company (wholly owned by

foreign legal person)

(iii) Owner: Pan Asia (BVI) (100%)

(iv) Total investment: US$28,000,000 (equivalent to approximately

HK$218,400,000)

(v) Registered capital: US$13,280,000 (equivalent to approximately

HK$103,584,000)

(vi) Attributable interest

to the Group:

100%

(vii) Term: approximately 50 years, from 4 July 1996 to 3

July 2046

(viii) Scope of business: Manufacturing of complete set of equipment for

refuse burning, complete set of equipment for

urban sewage treatment, catalysts for purification

of automobile exhaust gas and other EP products;

underwriting of EP projects; initiating

environment design, research and development

and provision of integrated environment services

(b) (i) Name of the

enterprise:

Wuxi Zhong Dian Kong Leng Technology

Limited ( )

(ii) Economic nature: limited liability company (wholly owned by legal

person)

(iii) Owner: Wuxi Pan-Asia (100%)

(iv) Registered capital: RMB5,000,000 (equivalent to approximately

HK$5,150,000)

(v) Attributable interest

to the Group:

100%

(vi) Term: approximately 13 years, from 30 May 2001 to

1 July 2014
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(vii) Scope of business: The manufacture and sales of large air-cooling

equipment for power generation; and the

development of air-cooling technology.

(c) (i) Name of the

enterprise:

Shanghai Environmental Engineering Design &

Research Institute Limited (

)

(ii) Economic nature: limited liability company (jointly owned by

domestic enterprises)

(iii) Owners: (i) Wuxi Zhong Dian (70.05%)

(ii) Shanghai Industrial (26.98%)

(iii) Shanghai Gongcheng (2.97%)

(iv) Registered capital: RMB10,750,000 (equivalent to approximately

HK$11,072,500)

(v) Attributable interest

to the Group:

Approximately 70.05%

(vi) Term: 32 years, from 10 April 1991 to 1 April 2023

(vii) Scope of business: Provide energy, energy saving, EP, municipal

engineering as well as consultation, research and

development and design for industrial related

technology improvement projects, and residential

building design and product design

(d) (i) Name of the

enterprise:

Da Tang Environmental Technology Engineering

Company Limited ( )

(ii) Economic nature: limited liability company

(iii) Owners: (i) China Da Tang Group Company

( ) (51%)

(ii) China Water and Electric Materials

Company Limited

( ) (23%)

(iii) Xinzheng Business Development Company

( ) (10%)

(iv) Beijing Hua Ke Electric Engineering

Technology Company Limited

( ) (6%)

(v) Tuo Ke Tuo Electric Tong Fa Trading

Company Limited

( ) (5%)

(vi) Wuxi Pan-Asia (5%)
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(iv) Registered capital: RMB39,000,000 (equivalent to approximately

HK$40,170,000)

(v) Attributable interest

to the Group:

5%

(vi) Term: 50 years, from 10 May 2004 to 10 May 2054

(vii) Scope of business: Environment technology development and

consultation services, research and development,

manufacturing and sale of environment

equipment and products, flue gas

desulphurisation, denitrogenate, separation of

dust, polluted air, water, oil and remanent,

design, construction, testing, underwriting of

environment engineering projects, environment

technology supervision and consultation and

import and export business

FURTHER INFORMATION ABOUT DIRECTORS, MANAGEMENT, STAFF AND

EXPERTS

11. Directors

(a) Disclosure of interests of directors

(i) Mr. Jiang, Mr. Jiang Lei and Mr. Fan Yajun are interested in the corporate

reorganisation referred to in paragraph 4 of this appendix.

(ii) Save as disclosed in this prospectus, none of the Directors or their associates

(as defined in the Listing Rules) were engaged in any dealings with the Group

during the two years preceding the date of this prospectus.
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(b) Particulars of service contracts

Each of Mr. Jiang, Mr. Fan Yajun, Mr. Fang Guohong, Mr. Gan Yi and Mr. Jiang Lei,
being all the executive Directors, has entered into a service contract with the Company
for an initial term of 36 months commencing from 1 December 2007. The executive
Directors are entitled to a basic salary subject to an annual increment after 31 December
2008 at the discretion of the Directors of not more than 15% of the annual salary
immediately prior to such increase. In addition, each of the executive Directors is also
entitled to a discretionary management bonus provided that the aggregate amount of the
bonuses payable to all the executive Directors for any financial year of the Company may
not exceed 5% of the audited combined or consolidated audited net profit of the Group
(after taxation and minority interests and payment of such bonuses but before
extraordinary or exceptional items) in respect of that financial year of the Company. An
executive Director may not vote on any resolution of the Directors regarding the amount
of the management bonus payable to him. The current basic annual salaries of the
executive Directors are as follows:

Name Annual salary

Jiang Quanlong HK$120,000
Fan Yajun HK$120,000
Fang Guohong HK$120,000
Gan Yi HK$120,000
Jiang Lei HK$120,000

Total: HK$600,000

The independent non-executive Directors have been appointed for a term expiring
on 30 November 2009. The Company intends to pay a director’s fee of HK$60,000 per
annum to each of Mr. Lai Wing Lee and Professor Wang Guozhen, and a director’s fee of
HK$216,000 per annum to Mr. Leung Shu Sun Sunny. Save for directors’ fees, none of
the independent non-executive Directors is expected to receive any other remuneration
for holding their office as an independent non-executive Director.

Save as aforesaid, none of the Directors has or is proposed to have a service contract
with the Company or any of its subsidiaries (other than contracts expiring or determinable
by the employer within one year without the payment of compensation (other than
statutory compensation)).

(c) Directors’ remuneration

(i) During the year ended 31 December 2006, the aggregate emoluments paid by
the Group to the Directors was approximately HK$2,520,400. Details of the
Directors’ remuneration are set out in note 10 to the accountants’ report set out
in appendix I to this prospectus.

(ii) Under the arrangements currently in force, the aggregate emoluments payable
by the Group to the Directors for the year ending 31 December 2007 are
estimated to be approximately HK$399,600, exclusive of performance
incentive and discretionary management bonus.
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(iii) None of the Directors or any past directors of any member of the Group has
been paid any sum of money for each of the two years ended 31 December
2006 as (i) an inducement to join or upon joining the Company; or (ii) for loss
of office as a director of any member of the Group or of any other office in
connection with the management of the affairs of any member of the Group.

(iv) There has been no arrangement under which a Director has waived or agreed
to waive any emoluments for each of the two years ended 31 December 2006.

(d) Interests and short positions of Directors in the Shares, underlying shares or
debentures of the Company and its associated corporations

So far as the Directors are aware, immediately following the completion of the Share
Offer and the Capitalisation Issue, the interests and short positions of the Directors in the
Shares, underlying shares or debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) which will have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or deemed to have under
such provisions of the SFO) once the Shares are listed, or which will be required, pursuant
to section 352 of the SFO to be entered in the register referred to therein, or which will
be required to notify the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies in the Listing Rules once
the Shares are listed, will be as follows:

Name of Director

The Company/
name of
associated
corporation Capacity

Number of
securities/amount

of registered
capital held

Approximate
percentage of
shareholding

(Note 1)

Mr. Jiang The Company Interest in
controlled
corporation

600,000,000 Shares
(L) (Notes 2 and 4)

75%

Mr. Jiang Lei The Company Interest in
controlled
corporation

600,000,000 Shares
(L) (Notes 3 and 4)

75%

Notes:

1. The letter “L” denotes the Director’s long position in the Shares.

2. These 600,000,000 Shares will, subject to any stock borrowing arrangement effected under the
Stock Borrowing Agreement, be registered in the name of Praise Fortune, Mr. Jiang is the sole
director of Praise Fortune and is deemed to be interested in all the Shares in which Praise Fortune
is interested by virtue of the SFO.

3. These 600,000,000 Shares will, subject to any stock borrowing arrangement effected under the
Stock Borrowing Agreement, be registered in the name of and beneficially owned by Praise
Fortune, the entire issued share capital of which is beneficially owned as to approximately 49.9%,
49.9% and 0.2% by Mr. Jiang Lei, Mr. Jiang Xin and Ms. Qian Yuanying respectively. Under the
SFO, Mr. Jiang Lei is deemed to be interested in the Shares held by Praise Fortune.

4. The total number of issued shares in Praise Fortune as at the Latest Practicable Date is 601 shares
of US$1 each. These 601 shares are owned as to 300 shares by Mr. Jiang Lei (an executive
Director), as to 300 shares by Mr. Jiang Xin and as to 1 share by Ms. Qian Yuanying. The sole
director of Praise Fortune is Mr. Jiang, an executive Director.
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(e) Interests of substantial shareholders in subsidiaries of the Company

So far as the Directors are aware, the following entity is, either directly or indirectly,
interested in, shares representing 10% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meetings of a subsidiary of
the Company:

Name of
subsidiary

Name of
shareholder

Amount of capital
interested

Approximate
percentage of

equity interest

SEEDRI Shanghai Industrial RMB2,900,000 26.98%

SEEDRI

(Shanghai Huanghe
Assets Management
Limited) (“Shanghai
Huanghe”)

RMB2,900,000
(Note)

26.98%

Note: Shanghai Industrial is the registered holder of a portion of SEEDRI’s registered capital in the
amount of RMB2,900,000, and SEEDRI’s total registered capital is RMB10,750,000. Shanghai
Industrial is owned as to approximately 78.57% by Shanghai Huanghe. Shanghai Huanghe is
therefore deemed to be interested in all such portion of registered capital in SEEDRI in which
Shanghai Industrial is interested.

12. Interest disclosable under the SFO and substantial shareholders

So far as the Directors are aware, immediately following the completion of the Share
Offer and the Capitalisation Issue (but without taking account of any Shares which may be
taken up under the Share Offer and any Shares which may be allotted and issued upon the
exercise of the Over-allotment Option), the following persons (other than the Directors or chief
executive officer of the Company) will have an interest or short position in the Shares or
underlying shares of the Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and who will be expected, directly or
indirectly, to be interested in 10% or more of the Shares:

Name Nature of interest
Number of

Shares

Approximate
percentage of
shareholding

(assuming the
Over-

allotment
Option is not

exercised)
(Note 1)

Praise Fortune Beneficial owner 600,000,000
Shares (L)

75%
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Name Nature of interest
Number of

Shares

Approximate
percentage of
shareholding

(assuming the
Over-

allotment
Option is not

exercised)
(Note 1)

Mr. Jiang Xin (Note 2) Interest of a controlled
corporation

600,000,000
Shares (L)

75%

Ms. Qian Yuanying
(Note 3)

Interest of spouse 600,000,000
Shares (L)

75%

Ms. Li Jingru
(Note 4)

Interest of spouse 600,000,000
Shares (L)

75%

Ms. Chai Yongping
(Note 5)

Interest of spouse 600,000,000
Shares (L)

75%

Notes:

1. The Letter “L” denotes the person’s long position in the Shares.

2. These Shares will, subject to any stock borrowing arrangement effected under the Stock Borrowing
Agreement, be registered in the name of and beneficially owned by Praise Fortune, the entire issued
share capital of which is beneficially owned as to approximately 49.9%, 49.9% and 0.2% by Mr. Jiang
Lei, Mr. Jiang Xin and Ms. Qian Yuanying respectively. Under the SFO, Mr. Jiang Lei is deemed to be
interested in the Shares held by Praise Fortune.

3. Ms. Qian Yuanying is the spouse of Mr. Jiang and is therefore deemed to be interested in all the Shares
in which Mr. Jiang is deemed to be interested.

4. Ms. Li Jingru is the spouse of Mr. Jiang Xin and is therefore deemed to be interested in all the Shares
in which Mr. Jiang Xin is deemed to be interested.

5. Ms. Chai Yongping is the spouse of Mr. Jiang Lei and is therefore deemed to be interested in all the
Shares in which Mr. Jiang Lei is deemed to be interested.

13. Related party transactions

During the two years preceding the date of this prospectus, the Group engaged in dealings

with certain Directors and their associates as described in:

(a) note 32 to section A of the accountants’ report set out in appendix I to this

prospectus; and

(b) paragraph 4 of this appendix.
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14. Disclaimers

Save as disclosed in this prospectus:

(i) and taking no account of any Shares which may be taken up or acquired under the

Share Offer or upon the exercise of the Over-allotment Option or the options granted

or which may be granted under the Share Option Scheme, the Directors are not

aware of any person who immediately following the Share Offer and the

Capitalisation Issue hold either directly or indirectly, or be beneficially interested in

Shares representing 10% or more of the Company in issue and to be issued as

mentioned in this prospectus;

(ii) none of the Directors has for the purpose of Divisions 7 and 8 of Part XV of the SFO

or the Listing Rules, nor is any of them taken to or deemed to have under such

provisions of the SFO, any interests or short position in the Shares or underlying

shares and debentures of the Company or any associated corporations (within the

meaning of Part XV of the SFO) or any interests which will have to be entered in

the register to be kept by the Company pursuant to section 352 of the SFO or which

will be required to be notified to the Company and the Stock Exchange pursuant to

the Model Code for Securities Transactions by Directors of Listed Issuers in the

Listing Rules once the Shares are listed on the Main Board;

(iii) none of the Directors or the experts named in paragraph 21 of this appendix has been

interested in the promotion of, or has any direct or indirect interest in any assets

acquired or disposed of by or leased to, any member of the Group within the two

years immediately preceding the date of this prospectus, or which are proposed to

be acquired or disposed of by or leased to any member of the Group nor will any

Director apply for Shares either in his own name or in the name of a nominee;

(iv) none of the Directors or the experts named in paragraph 21 of this appendix is

materially interested in any contract or arrangement subsisting at the date of this

prospectus which is significant in relation to the business of the Group taken as a

whole; and

(v) none of the experts named in paragraph 21 of this appendix has any shareholding in

any company in the Group or the right (whether legally enforceable or not) to

subscribe for or to nominate persons to subscribe for securities in any company in

the Group.
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OTHER INFORMATION

15. Share Option Scheme

(a) Summary of terms

The following is a summary of the principal terms of the Share Option Scheme

conditionally adopted by a resolution in writing passed by the sole shareholder of the

Company on 1 December 2007:

(i) Purposes of the scheme

The purpose of the Share Option Scheme is to enable the Group to grant

options to selected participants as incentives or rewards for their contribution to the

Group. The Directors consider the Share Option Scheme, with its broadened basis

of participation, will enable the Group to reward the employees, the Directors and

other selected participants for their contributions to the Group. Given that the

Directors are entitled to determine any performance targets to be achieved as well

as the minimum period that an option must be held before an option can be exercised

on a case by case basis, and that the exercise price of an option cannot in any event

fall below the price stipulated in the Listing Rules or such higher price as may be

fixed by the Directors, it is expected that grantees of an option will make an effort

to contribute to the development of the Group so as to bring about an increased

market price of the Shares in order to capitalise on the benefits of the options

granted.

(ii) Who may join

The Directors (which expression shall, for the purpose of this paragraph 15,

include a duly authorised committee thereof) may, at its absolute discretion, invite

any person belonging to any of the following classes of participants, to take up

options to subscribe for Shares:

(aa) any employee (whether full-time or part-time, including any executive

director but excluding any non-executive director) of the Company, any

of its subsidiaries or any entity (“Invested Entity”) in which the Group

holds an equity interest (“Eligible Employee”);

(bb) any non-executive directors (including independent non-executive

directors) of the Company, any of its subsidiaries or any Invested Entity;

(cc) any supplier of goods or services to any member of the Group or any

Invested Entity;

(dd) any customer of the Group or any Invested Entity;
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(ee) any person or entity that provides research, development or other

technological support to the Group or any Invested Entity;

(ff) any shareholder of any member of the Group or any Invested Entity or

any holder of any securities issued by any member of the Group or any

Invested Entity;

(gg) any adviser (professional or otherwise) or consultant to any area of

business or business development of the Group or any Invested Entity;

and

(hh) any other group or classes of participants who have contributed or may

contribute by way of joint venture, business alliance or other business

arrangement and growth of the Group,

and, for the purposes of the Share Option Scheme, the options may be granted to any

company wholly owned by one or more persons belonging to any of the above

classes of participants. For the avoidance of doubt, the grant of any options by the

Company for the subscription of Shares or other securities of the Group to any

person who falls within any of the above classes of participants shall not, by itself,

unless the Directors otherwise determined, be construed as a grant of option under

the Share Option Scheme.

The eligibility of any of the above class of participants to the grant of any

option shall be determined by the Directors from time to time on the basis of the

Directors’ option as to his contribution to the development and growth of the Group.

(iii) Maximum number of Shares

(aa) The maximum number of Shares which may be issued upon the exercise

of all outstanding options granted and yet to be exercised under the Share

Option Scheme and any other share option scheme of the Group shall not

exceed 30% of the issued share capital of the Company from time to time.

(bb) The total number of Shares which may be issued upon exercise of all

options (excluding, for this purpose, options which have lapsed in

accordance with the terms of the Share Option Scheme and any other

share option scheme of the Group) to be granted under the Share Option

Scheme and any other share option scheme of the Group must not in

aggregate exceed 10% of the Shares in issue on the day on which trading

of the Shares commence on the Main Board (“General Scheme Limit”).

(cc) Subject to (aa) above but without prejudice to (dd) below, the Company

may issue a circular to its shareholders and seek approval of its

shareholders in general meeting to refresh the General Scheme Limit
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provided that the total number of Shares which may be issued upon

exercise of all options to be granted under the Share Option Scheme and

any other share options scheme of the Group must not exceed 10% of the

Shares in issue as at the date of approval of the refreshed limit and for the

purpose of calculating the refreshed limit, options (including those

outstanding, cancelled, lapsed or exercised in accordance with the Share

Option Scheme and any other share option scheme of the Group)

previously granted under the Share Option Scheme and any other share

option scheme of the Group will not be counted. The circular sent by the

Company to its shareholders shall contain, among other information, the

information required under Rule 17.02(2)(d) of the Listing Rules and the

disclaimer required under Rule 17.02(4) of the Listing Rules.

(dd) Subject to (aa) above and without prejudice to (cc) above, the Company

may seek separate shareholders’ approval in general meeting to grant

options beyond the General Scheme Limit or, if applicable, the refreshed

limit referred to in (cc) above to participants specifically identified by the

Company before such approval is sought. In such event, the Company

must send a circular to its shareholders containing a general description

of the specified participants, the number and terms of options to be

granted, the purpose of granting options to the specified participants with

an explanation as to how the terms of the options serve such purpose and

such other information required under Rule 17.02(2)(d) of the Listing

Rules and the disclaimer required under Rule 17.02(4) of the Listing

Rules.

(iv) Maximum entitlement of each participant

The total number of Shares issued and which may fall to be issued upon

exercise of the options granted under the Share Option Scheme and any other share

option scheme of the Group (including both exercised or outstanding options) to

each participant in any 12-month period shall not exceed 1% of the issued share

capital of the Company for the time being (“Individual Limit”). Any further grant

of options in excess of the Individual Limit in any 12-month period up to and

including the date of such further grant shall be subject to the issue of a circular to

the shareholders and the shareholders’ approval in general meeting of the Company

with such participant and his associates abstaining from voting. The number and

terms (including the exercise price) of options to be granted to such participant must

be fixed before shareholders’ approval and the date of board meeting for proposing

such further grant should be taken as the date of grant for the purpose of calculating

the exercise price under note (1) to Rule 17.03(9) of the Listing Rules.
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(v) Grant of options to connected persons

(aa) Any grant of options under the Share Option Scheme to a director, chief

executive or substantial shareholder of the Company or any of their

respective associates (as defined under the Listing Rules) must be

approved by the independent non-executive Directors (excluding any

independent non-executive Director who is the grantee of the options).

(bb) Where any grant of options to a substantial shareholder of the Company

or an independent non-executive Director or any of their respective

associates, would result in the Shares issued and to be issued upon

exercise of all options already granted and to be granted (including

options exercised, cancelled and outstanding) to such person in the

12-month period up to and including the date of such grant:

(i) representing in aggregate over 0.1% of the Shares in issue; and

(ii) having an aggregate value, based on the closing price of the Shares

at the date of each grant, in excess of HK$5 million;

such further grant of options must be approved by shareholders of the

Company in general meeting. The Company must send a circular to the

shareholders. All connected persons of the Company must abstain from

voting at such general meeting, except that any connected person may

vote against the relevant resolution at the general meeting provided that

his intention to do so has been stated in the circular. Any vote taken at the

meeting to approve the grant of such options must be taken on a poll. Any

change in the terms of options granted to a substantial shareholder or an

independent non-executive director of the Company or any of their

respective associates must be approved by the shareholders of the

Company in general meeting.

(vi) Time of acceptance and exercise of option

An option may be accepted by a participant within 21 days from the date of the

offer of grant of the option.

An option may be exercised in accordance with the terms of the Share Option

Scheme at any time during a period to be determined and notified by the Directors

to each grantee, which period may commence on a day after the date upon which the

offer for the grant of options is made but shall end in any event not later than 10

years from the date of grant of the option subject to the provisions for early

termination thereof. Unless otherwise determined by the Directors and stated in the

offer of the grant of options to a grantee, there is no minimum period required under

the Share Option Scheme for the holding of an option before it can be exercised.
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(vii) Performance targets

Unless the Directors otherwise determined and stated in the offer of the grant
of options to a grantee, a grantee is not required to achieve any performance targets
before any options granted under the Share Option Scheme can be exercised.

(viii) Subscription price for Shares and consideration for the option

The subscription price per Share under the Share Option Scheme will be a price
determined by the Directors, but shall not be less than the highest of (i) the closing
price of the Shares as stated in the Stock Exchange’s daily quotations sheet for trade
in one or more board lots of the Shares on the date of the offer of grant, which must
be a Business Day; (ii) the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations for the five trading days immediately preceding the date
of the offer of grant; and (iii) the nominal value of a Share.

A nominal consideration of HK$1 is payable on acceptance of the grant of an
option.

(ix) Ranking of Shares

(aa) Shares allotted upon the exercise of an option will be subject to all the
provisions of the articles of association of the Company and will rank
pari passu in all respects with the fully paid Shares in issue on the date
on which the option is duly exercised or, if that date falls on a day when
the register of members of the Company is closed, the first day of the
re-opening of the register of members (“Exercise Date”) and accordingly
will entitle the holders thereof to participate in all dividends or other
distributions paid or made on or after the Exercise Date other than any
dividend or other distribution previously declared or recommended or
resolved to be paid or made if the record date therefor shall be before the
Exercise Date. A Share allotted upon the exercise of an option shall not
carry voting rights until the completion of the registration of the grantee
on the register of members of the Company as the holder thereof.

(bb) Unless the context otherwise requires, references to “Shares” in this
paragraph include references to shares in the ordinary equity share capital
of the Company of such nominal amount as shall result from a
subdivision, consolidation, re-classification or reduction of the share
capital of the Company from time to time.

(x) Restrictions on the time of grant of options

No offer for grant of options shall be made after a price sensitive event has

occurred or a price sensitive matter has been the subject of a decision until such

price sensitive information has been announced in accordance with the requirements
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of the Listing Rules. In particular, during the period commencing one month

immediately preceding the earlier of (aa) the date of the meeting of the Directors for

the approval of the Company’s results for any year, half-year, quarterly or any other

interim period; and (ii) the last date on which the Company must publish its

announcement of its results for any year, half-year, quarterly or any other interim

period under the Listing Rules, and ending on the date of the announcement of the

results, no option may be granted.

The Directors may not grant any option to a participant who is a Director

during the periods or times in which Directors are prohibited from dealing in shares

pursuant to the Model Code for Securities Transactions by Directors of Listed

Companies prescribed by the Listing Rules or any corresponding code or securities

dealing restrictions adopted by the Company.

(xi) Period of the Share Option Scheme

The Share Option Scheme will remain in force for a period of 10 years

commencing on the date on which the Share Option Scheme is adopted.

(xii) Rights on ceasing employment

If the grantee of an option is an Eligible Employee and ceases to be an Eligible

Employee for any reason other than death, ill-health or retirement in accordance

with his contract of employment or for serious misconduct or other grounds referred

to in sub-paragraph (xiv) below before exercising his option in full, the option (to

the extent not already exercised) will lapse on the date of cessation and will not be

exercisable unless the Directors otherwise determine in which event the grantee may

exercise the option (to the extent not already exercised) in whole or in part within

such period as the Directors may determine following the date of such cessation,

which will be taken to be the last day on which the grantee was at work with the

Group or the Invested Entity whether salary is paid in lieu of notice or not.

Eligible Employee means any employee (whether full time or part time

employee, including any executive director but not any non-executive director) of

the Company, any of its subsidiaries or any Invested Entity.

(xiii) Rights on death, ill-health or retirement

If the grantee of an option is an Eligible Employee and ceases to be an Eligible
Employee by reason of his death, ill-health or retirement in accordance with his
contract of employment before exercising the option in full, his personal
representative(s), or, as appropriate, the grantee may (subject to the Directors’
decision at their absolute discretion as to whether or not the option remain
exercisable) exercise the option (to the extent not already exercised) in whole or in
part within a period of not more than 12 months (as may be determined by the
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Directors at their absolute discretion) following the date of cessation which date
shall be the last day on which the grantee was at work with the Group or the Invested
Entity whether salary is paid in lieu of notice or not or such longer period as the
Directors may determine.

(xiv) Rights on dismissal

If the grantee of an option is an Eligible Employee and ceases to be an Eligible
Employee by reason that he has been guilty of serious misconduct or has committed
any act of bankruptcy or has become insolvent or has made any arrangements or
composition with his creditors generally, or has been convicted of any criminal
offence (other than an offence which in the opinion of the Directors does not bring
the grantee or the Group or the Invested Entity into disrepute), his option will lapse
automatically and will not in any event be exercisable on or after the date of
cessation to be an Eligible Employee.

(xv) Rights on breach of contract

If the Directors shall at their absolute discretion determine that (aa) (1) the
grantee of any option (other than an Eligible Employee) or his associate has
committed any breach of any contract entered into between the grantee or his
associate on the one part and the Group or any Invested Entity on the other part; or
(2) that the grantee has committed any act of bankruptcy or has become insolvent
or is subject to any winding-up, liquidation or analogous proceedings or has made
any arrangement or composition with his creditors generally; or (3) the grantee
could no longer make any contribution to the growth and development of the Group
by reason of the cessation of its relations with the Group or by other reason
whatsoever; and (bb) the option granted to the grantee under the Share Option
scheme shall lapse, his option will lapse automatically and will not in any event be
exercisable on or after the date on which the Directors have so determined.

(xvi) Rights on a general offer, a compromise or arrangement

If a general or partial offer, whether by way of take-over offer, share
re-purchase offer, or scheme of arrangement or otherwise in like manner is made to
all the holders of Shares, or all such holders other than the offeror and/or any person
controlled by the offeror and/or any person acting in association or concert with the
offeror, the Company shall use all reasonable endeavours to procure that such offer
is extended to all the grantees on the same terms, mutatis mutandis, and assuming
that they will become, by the exercise in full of the options granted to them,
shareholders of the Company. If such offer becomes or is declared unconditional, a
grantee shall be entitled to exercise his option (to the extent not already exercised)
to its full extent or to the extent specified in the grantee’s notice to the Company in
exercise of his option at any time before the close of such offer (or any revised offer)
or the record date for entitlements under such scheme of arrangement, as the case
may be. Subject to the above, an option will lapse automatically (to the extent not
exercised) on the date on which such offer (or, as the case may be, revised offer)
closes.
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(xvii) Rights on winding up

In the event of a resolution being proposed for the voluntary winding-up of the
Company during the option period, the grantee may, subject to the provisions of all
applicable laws, by notice in writing to the Company at any time not less than two
Business Days before the date on which such resolution is to be considered and/or
passed, exercise his option (to the extent not already exercised) either to its full
extent or to the extent specified in such notice in accordance with the provisions of
the Share Option Scheme and the Company shall allot and issue to the grantee the
Shares in respect of which such grantee has exercised his option not less than one
Business Day before the date on which such resolution is to be considered and/or
passed whereupon the grantee shall accordingly be entitled, in respect of the Shares
allotted and issued to him in the aforesaid manner, to participate in the distribution
of the assets of the Company available in liquidation pari passu with the holders of
the Shares in issue on the day prior to the date of such resolution. Subject thereto,
all options then outstanding shall lapse and determine on the commencement of the
winding-up of the Company.

(xviii) Grantee being a company wholly owned by eligible participants

If the grantee is a company wholly owned by one or more eligible participants:

(i) sub-paragraphs (xii), (xiii), (xiv) and (xv) shall apply to the grantee and
to the options to such grantee, mutatis mutandis, as if such options had
been granted to the relevant eligible participant, and such options shall
accordingly lapse or fall to be exercisable after the event(s) referred to in
sub-paragraphs (xii), (xiii), (xiv) and (xv) shall occur with respect to the
relevant eligible participant; and

(ii) the options granted to the grantee shall lapse and determine on the date
the grantee ceases to be wholly owned by the relevant eligible participant
provided that the Directors may in their absolute discretion decide that
such options or any part thereof shall not so lapse or determine subject to
such conditions or limitations as they may impose.

(xix) Adjustments to the subscription price

In the event of a capitalisation issue, rights issue, subdivision or consolidation

of Shares or reduction of capital of the Company whilst an option remains

exercisable, such corresponding alterations (if any) certified by the auditors for the

time being of or an independent financial adviser to the Company as fair and

reasonable will be made to the number or nominal amount of Shares, the subject

matter of the Share Option Scheme and the option so far as unexercised and/or the

option price of the option concerned, provided that (i) any adjustments shall give a

grantee the same proportion of the issued share capital to which he was entitled prior

to such alteration; (ii) the issue of Shares or other securities of the Group as
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consideration in a transaction may not be regarded as a circumstance requiring
adjustment; and (iii) no alteration shall be made the effect of which would be to
enable a Share to be issued at less than its nominal value. In addition, in respect of
any such adjustments, other than any made on a capitalisation issue, such auditors
or independent financial adviser must confirm to the Directors in writing that the
adjustments satisfy the requirements of the relevant provision of the Listing Rules.

(xx) Cancellation of options

Any cancellation of options granted but not exercised must be subject to the
prior written consent of the relevant grantee and the approval of the Directors.

When the Company cancels any option granted to a grantee but not exercised
and issues new option(s) to the same grantee, the issue of such new option(s) may
only be made with available unissued options (excluding the options so cancelled)
within the General Scheme Limit or the new limits approved by the shareholders of
the Company pursuant sub-paragraphs (iii) (cc) and (dd) above.

(xxi) Termination of the Share Option Scheme

The Company may by resolution in general meeting at any time terminate the
Share Option Scheme and in such event no further options shall be offered but in all
other respects the provisions of the Share Option Scheme shall remain in force to the
extent necessary to give effect to the exercise of any options (to the extent not
already exercised) granted prior to the termination or otherwise as may be required
in accordance with the provisions of the Share Option Scheme. Options (to the
extent not already exercised) granted prior to such termination shall continue to be
valid and exercisable in accordance with the Share Option Scheme.

(xxii) Rights are personal to the grantee

An option is personal to the grantee and shall not be transferable or assignable.

(xxiii) Lapse of option

An option shall lapse automatically (to the extent not already exercised) on the
earliest of:

(aa) the expiry of the period referred to in paragraph (vi); and

(bb) the expiry of the periods or dates referred to in paragraph (xii), (xiii),
(xiv), (xv), (xvi), (xvii) and (xviii).

(xxiv) Others

(aa) The Share Option Scheme is conditional on the Listing Committee of the
Stock Exchange granting the listing of and permission to deal in, such
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number of Shares to be issued pursuant to the exercise of any options
which may be granted under the Share Option Scheme, such number
being not less than that of the General Scheme Limit.

(bb) The terms and conditions of the Share Option Scheme relating to the
matters set out in Rule 17.03 of the Listing Rules shall not be altered to
the advantage of grantees of the options except with the approval of the
shareholders in general meeting.

(cc) Any alterations to the terms and conditions of the Share Option Scheme
which are of a material nature or any change to the terms of options
granted must be approved by the shareholders of the Company in general
meeting, except where the alterations take effect automatically under the
existing terms of the Share Option Scheme.

(dd) The amended terms of the Share Option Scheme or the options shall
comply with the relevant requirements of Chapter 17 of the Listing Rules.

(ee) Any change to the authority of the Directors or the scheme administrators
in relation to any alteration to the terms of the Share Option Scheme shall
be approved by the shareholders of the Company in general meeting.

(b) Present status of the Share Option Scheme

(i) Approval of the Listing Committee required

The Share Option Scheme is conditional on the Listing Committee of the Stock
Exchange granting the listing of, and permission to deal in, such number of Shares
to be issued pursuant to the exercise of any options which may be granted under the
Share Option Scheme, such number being not less than that of the General Scheme
Limit.

(ii) Application for approval

Application has been made to the Listing Committee of the Stock Exchange for
the listing of and permission to deal in the Shares to be issued within the General
Scheme Limit pursuant to the exercise of any options which may be granted under
the Share Option Scheme.

(iii) Grant of option

As at the date of this prospectus, no options have been granted or agreed to be
granted under the Share Option Scheme.

(iv) Value of options

The Directors consider it inappropriate to disclose the value of options which
may be granted under the Share Option scheme as if they had been granted as at the
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Latest Practicable Date. Any such valuation will have to be made on the basis of
certain option pricing model or other methodology, which depends on various
assumptions including, the exercise price, the exercise period, interest rate, expected
volatility and other variables. As no options have been granted, certain variables are
not available for calculating the value of options. The Directors believe that any
calculation of the value of options as at the Latest Practicable Date based on a
number of speculative assumptions would not be meaningful and would be
misleading to investors.

16. Estate duty and tax and other indemnities

Each of Praise Fortune, Mr. Jiang, Mr. Jiang Lei and Mr. Jiang Xin (collectively the
“Indemnifiers”) has entered into a deed of indemnity with and in favour of the Company (for
itself and as trustee for each of its present subsidiaries) (being the material contract referred
to in paragraph 8(i) of this appendix) and all its present subsidiaries to provide indemnities on
a joint and several basis in respect of, among other matters, any liability for Hong Kong estate
duty which might be incurred by any member of the Group and/or its associated companies by
reason of any transfer of property (within the meaning of section 35 of the Estate Duty
Ordinance (Chapter 111 of the Laws of Hong Kong)) to any member of the Group on or before
the date on which the Share Offer becomes unconditional.

Under the deed of indemnity, the Indemnifiers have also given indemnities to the Group
in relation to taxation which might be payable by any member of the Group in respect of any
income, profits or gains earned, accrued or received on or before the date on which the Share
Offer becomes unconditional.

The Directors have been advised that no material liability for estate duty is likely to fall
on the Company or any of its subsidiaries in the Cayman Islands, BVI and the PRC.

The Indemnifiers shall be under no liability under the deed of indemnity in respect of any
taxation:

(a) where provision has been made for such taxation in the audited accounts of the
Company or any of its subsidiaries up to 30 June 2007; or

(b) to the extent that liability for such taxation falling on any member of the Group in
respect of their current accounting periods or any accounting period commencing on
or after 1 July 2007 where liability for such taxation would not have arisen but for
some act or omission of, or transaction voluntarily effected by, any member of the
Group (whether alone or in conjunction with some other act, omission or
transaction, whenever occurring) without the prior written consent or agreement of

the Indemnifiers other than any such act, omission or transaction:

(i) carried out or effected in the ordinary course of business or in the ordinary

course of acquiring and disposing of capital assets on or before 30 June 2007;

or
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(ii) carried out, made or entered into pursuant to a legally binding commitment

created on or before 30 June 2007 or pursuant to any statement of intention

made in this prospectus; or

(c) to the extent that such claim arises or is incurred as a result of the imposition of

taxation as a consequence of any retrospective change in the law or the

interpretation or practice thereof by the Hong Kong Inland Revenue Department or

any other relevant authority coming into force after the date of the deed of indemnity

or to the extent such claim arises or is increased by an increase in rates of taxation

after the date of the deed of indemnity with retrospective effect; or

(d) to the extent that any provision or reserve made for taxation in the audited accounts

of any member of the Group up to 30 June 2007 and which is finally established to

be an over-provision or an excessive reserve (in which case the Indemnifiers’

liability (if any) in respect of such taxation shall be reduced by an amount not

exceeding such provision or reserve), provided that the amount of any such

provision or reserve applied referred to in this item (d) to reduce the Indemnifiers’

liability in respect of taxation shall not be available in respect of any such liability

arising thereafter.

Other indemnities

Pursuant to the deed of indemnity, the Indemnifiers have also given indemnity in

connection with (i) the land use right in respect of a dormitory building currently used by

the Group as staff quarters located in Yixing, Jiangsu, the PRC, and (ii) the allocated land

in Shanghai, PRC where the office premises of SEEDRI situates (the “Affected
Properties”). The Indemnifiers have given indemnity in favour of the Company (for itself

and its subsidiaries) in relation to any costs, expenses, claims, losses, liabilities and

proceedings (collectively, “costs and expenses”) which may be incurred or suffered by

the Group for title defects of Affected Properties. The costs and expenses incurred in the

relocation of the Group’s businesses and assets from the Affected Properties include (i)

costs and expenses incurred in the relocation of the Group’s businesses and assets from

the Affected Properties (including the erections thereon to another land or property), and

(ii) any loss or profits or benefits as a result of or in connection with the disruption of

operation or business incurred as a result of such relocation.

For the avoidance of doubt, the aforesaid indemnity shall not apply if the Group is

not permitted to use, occupy, enjoy, possess or prevented from so doing or suffer an

eviction from any of the locations where the Affected Properties are situated on account

of any one or more of the following reasons:

(1) the Group voluntarily surrenders the real estate ownership certificate or the

building ownership certificate in respect of any Affected Properties or

otherwise voluntarily gives up enjoyment, possession or use of such property

or any part thereof;
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(2) the occurrence of any of the following disaster affecting the land under which

any Affected Properties is erected (namely, fire, flooding or earthquake, or the

occurrence of any other event beyond the control of the Group) which renders

such land or property constructed thereon or situated thereat dangerous or

unsuitable for use or occupation; and

(3) any requisition or resumption of the land (or any part thereof) on or at which

any Affected Properties is erected or situated in accordance with applicable

laws and regulations of the PRC not as a result of or arising from the title

defects.

17. Litigation

Neither the Company nor any of its subsidiaries is engaged in any litigation or arbitration

of material importance and no litigation or claim of material importance is known to the

Directors to be pending or threatened against the Company or any of its subsidiaries.

18. Sponsor

The Sponsor has made an application for and on behalf of the Company to the Listing

Committee of the Stock Exchange for the listing of, and permission to deal in, the Shares in

issue and to be issued as mentioned in this prospectus and any Shares that may be issued upon

the exercise of the Over-allotment Option or any Shares to be issued within the General

Scheme Limited pursuant to the exercise of any options which may be granted under the Share

Option Scheme on the Main Board.

19. Preliminary expenses

The estimated preliminary expenses of the Company are approximately US$3,000

(equivalent to HK$23,400) and are payable by the Company.

20. Promoter

(a) The promoter of the Company is Mr. Jiang.

(b) Save as disclosed herein, within the two years preceding the date of this prospectus,

no amount or benefit has been paid or given to the promoter named in sub-paragraph

20(a) above in connection with the Share Offer of the related transactions described

in this prospectus.
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21. Qualifications of experts

The qualifications of the experts who have given opinions in this prospectus are as
follows:

Name Qualification

Taifook Capital Limited Corporation licensed to carry on type 6 (advising on

corporate finance) regulated activity as set out in

Schedule 5 to the SFO

Conyers Dill & Pearman Cayman Islands attorneys-at-law

CCIF CPA Limited Certified Public Accountants

Shanghai United Law Firm Licensed legal advisers on PRC laws

American Appraisal China

Limited

Professional surveyors

22. Consents of experts

Each of Taifook Capital, Conyers Dill & Pearman, CCIF CPA Limited, Shanghai United
Law Firm and American Appraisal China Limited have given and have not withdrawn their
respective written consents to the issue of this prospectus with copies of their reports, letters,
valuation, opinions or summaries of opinions (as the case may be) and the references to their
names or summaries of opinions included herein in the form and context in which they
respectively appear.

23. Binding effect

This prospectus shall have the effect, if an application is made in pursuance hereof, of
rendering all persons concerned bound by all of the provisions (other than the penal provisions)
of sections 44A and 44B of the Companies Ordinance so far as applicable.

24. Taxation of holders of Shares

Dealings in Shares registered on the Company’s Hong Kong branch register of members
will be subject to Hong Kong stamp duty. Intending holders of Shares are recommended to
consult their professional advisers if they are in any doubt as to the taxation implications of
subscribing for, purchasing, holding or disposing of or dealing in Shares. It is emphasised that
none of the Company, the Directors or the other parties involved in the Share Offer can accept
responsibility for any tax effect on, or liabilities of, holders of Shares resulting from their
subscription for, purchase, holding or disposal of or dealing in Shares.

Profits from dealings in the Shares arising in or derived from Hong Kong may also be
subject to Hong Kong profits tax.
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The sale, purchase and transfer of Shares are subject to Hong Kong stamp duty, the

current rate of which is 0.2% of the consideration or, if higher, the value of the Shares being

sold or transferred.

Under present Cayman Islands law, transfers and other dispositions of Shares are exempt

from Cayman Islands stamp duty.

25. Miscellaneous

(a) Save as disclosed herein:

(i) within two years preceding the date of this prospectus:

(aa) no share or loan capital of the Company or of any of its subsidiaries has

been issued, agreed to be issued or is proposed to be issued fully or partly

paid either for cash or for a consideration other than cash; and

(bb) no commissions, discounts, brokerages or other special terms have been

granted in connection with the issue or sale of any share or loan capital

of the Company or any of its subsidiaries;

(cc) no commission has been paid or payable for subscribing or agreeing to

subscribe, or procuring or agreeing to procure the subscriptions, for any

Share in the Company or any of its subsidiaries; and

(dd) no amount or benefit has been paid or given or intended to be paid or

given to the promoter of the Company;

(ii) no share or loan capital of the Company or any of its subsidiaries is under

option or is agreed conditionally or unconditionally to be put under option;

(iii) there has been no material adverse change in the financial position or prospects

of the Group since 30 June 2007 (being the date to which the latest audited

combined financial statements of the Group were made up); and

(iv) there has not been any interruption in the business of the Group which has had

a material adverse effect on the financial position of the Group.
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(b) Subject to the provisions of the Companies Law, the register of members of the

Company will be maintained in the Cayman Islands by HSBC Trustee (Cayman)

Limited and a branch register of members of the Company will be maintained in

Hong Kong by Tricor Investor Services Limited. Unless the Directors otherwise

agree, all transfers and other documents of title of Shares must be lodged for

registration with and registered by, the Company’s branch share registrar in Hong

Kong and may not be lodged in the Cayman Islands.

(c) All necessary arrangements have been made to enable the Shares to be admitted into

CCASS.
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1. DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES IN HONG

KONG

The documents attached to the copy of this prospectus delivered to the Registrar of

Companies in Hong Kong for registration were copies of the WHITE and YELLOW

Application Forms, the written consents referred to in appendix V to this prospectus under the

paragraph headed “Consents of experts”, the statement of adjustments made by CCIF CPA

Limited in auditing the figures set out in their accountant’s report and giving their reasons

therefor, and copies of the material contracts referred to in the paragraph headed “Summary of

material contracts” in appendix V to this prospectus.

2. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the office of Chiu

& Partners at 41st Floor, Jardine House, 1 Connaught Place, Central, Hong Kong during normal

business hours up to and including 24 December 2007:

(a) the memorandum of association of the Company and the Articles of Association;

(b) the audited consolidated financial statements of Pan Asia (BVI) for each of the three

years ended 31 December 2006 and the six-month period ended 30 June 2007;

(c) the accountants’ report prepared by CCIF CPA Limited, the text of which is set out

in appendix I to this prospectus, together with the related statement of adjustments;

(d) the letter from CCIF CPA Limited relating to the unaudited pro forma financial

information of the Group, the text of which is set out in appendix II to this

prospectus;

(e) the letter, summary of values and with valuation certificate relating to the property

interests of the Group prepared by American Appraisal China Limited, the texts of

which are set out in appendix III to this prospectus;

(f) the PRC legal opinion dated 10 December 2007 issued by Shanghai United Law

Firm, the PRC Legal Advisers;

(g) the material contracts referred to in the paragraph headed “Summary of material

contracts” in appendix V to this prospectus;

(h) the service contracts with Directors, referred to in the paragraph headed “Directors

− Particulars of service contracts” in appendix V to this prospectus;
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(i) the written consents referred to in the paragraph headed “Consents of experts” in

appendix V to this prospectus;

(j) the rules of the Share Option Scheme;

(k) the letter of advice prepared by Conyers Dill & Pearman referred to in appendix IV

to this prospectus, summarizing certain aspects of the Cayman Islands law; and

(l) the Companies Law.
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