THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the action to be taken, you should consult a licensed securities dealer or registered institution in securities, a bank
manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in China Chengtong Development Group Limited (the “Company”), you should at once hand this circular and the accompanying
form of proxy to the purchaser or the transferee or to the licensed securities dealer or registered institution in securities or other agent through whom the sale or transfer was
effected for transmission to the purchaser or the transferee.

This circular is addressed to the shareholders of the Company in connection with an extraordinary general meeting of the Company to be held on 19 March 2007. This circular
is not and does not constitute an offer of, nor is it intended to invite offers for, shares in or other securities of the Company.

The Stock Exchange of Honig Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this circular, make no representation
as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this circular.
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(1) PROPOSED RIGHTS ISSUE OF NOT LESS THAN 607,051,490 RIGHTS SHARES
AND NOT MORE THAN 616,021,490 RIGHTS SHARES OF HK$0.10 EACH
AT HK$0.33 PER RIGHTS SHARE PAYABLE IN FULL ON ACCEPTANCE
(IN THE PROPORTION OF THREE RIGHTS SHARES
FOR EVERY TEN EXISTING SHARES HELD ON THE RECORD DATE)
(2) APPLICATION FOR WHITEWASH WAIVER
(3) PROPOSED REFRESHMENT OF GENERAL MANDATE
(4) PROPOSED GRANT OF SPECIFIC MANDATE

Independent financial adviser to the Independent Board Committees and
the Independent Shareholders

PJCIMB

CIMB-GK Securities (HK) Limited
Underwriter to the Rights Issue
| ORIENTAL

-
F PATRON
Oriental Patron Asia Limited

A letter from the board of directors of the Company is set out on pages 8 to 39 of this circular.
A letter from the Independent Board Committee of the Rights Issue containing its recommendation to the Independent Shareholders to the Rights Issue is set out on page 40 to
41 of this circular.
A letter from the Independent Board Committee of the Transaction(s) containing its recommendation to the Independent Shareholders to the Transaction(s) is set out on page 42
of this circular.
A letter from CIMB-GK, the independent financial adviser to the Independent Board Committees and the Independent Shareholders, containing its advice in connection with
the various transactions as detailed in this circular is set out on pages 43 to 69 of this circular.
It should be noted that the last day of dealings in Shares on a cum-rights basis is 12 March 2007. The Shares will be dealt with on a ex-rights basis from 13 March 2007.
To qualify for the Rights Issue, a Qualifying Shareholder’s name must appear on the register of members of the Company on the Record Date, which is currently expected to be
19 March 2007. In order to be registered as a member of the Con11<pany on the Record Date, any transfers of Shares (with the relevant share certificates) must be lodged to the
Company’s share registrar in Hong Kong, Computershare Hong Kong Investor Services Limited, for registration by 4:00 p.m. on 14 March 2007.
A notice convening the EGM to be held at Lavender Room, 27th Floor, The Park Lane Hong Kong, 310 Gloucester Road, Hong Kong at 10:30 a.m. on 19 March 2007 is set out on
page 188 to 194 of this circular. Whether or not you are able to attend the meeting in person, you are requested to complete and return the enclosed form of proxy in accordance
with the instructions printed thereon and deposit it with the Company’s share registrar, Computershare Hong Kong Investor Services Limited, at Rooms 1806-1807, 18th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong as soon as possible and in any event not less than 48 hours before the time appointed for the holding of the
meeting or any adjournment thereof. Completion and return of the form of proxy shall not preclude you from attending and voting at the EGM or any adjournment of it if you
50 wish.
It should be noted that the Underwriting Agreement contains provisions granting the Underwriter, by notice in writing, the right to terminate the Underwriter’s
obligations thereunder on the occurrence of certain events. The Underwriter may terminate the Underwriting Agreement on or before the Latest Time for Termination if
prior to the Latest Time for Termination:
(a) in the reasonable opinion of the Underwriter, the success of the Rights Issue would be materially and adversely affected by:

(i)  the introduction of any new regulation or any change in existing law or regulation (or the judicial interﬂretation thereof) or other occurrence of any nature

whatsoever which may in the reasonable opinion of the Underwriter materially and adversely affect the business or the financial or trading position or
prospects of the Group as a whole or is materially adverse in the context of the Rights Issue; or

(ii)  the occurrence of anﬂ local, national or international event or change (whether or not forming part of a series of events or changes occurring or continuin,
before, and/or after the date of the Underwriting Agreement), of a political, military, financial, economic or other nature, or in the nature of any local, national
or international outbreak or escalation of hostilities or armed conflict, or affecting local securities markets which may, in the reasonable opinion of the
Underwriter materially and adversely affect the business or the financial or trading position or prospects of the Group as a whole; or

(iii) any material adverse change in the business or in the financial or trading position or prospects of the Group as a whole; or

(b) any material adverse chan§e in market conditions (including, without limitation, a chanﬁe in fiscal or monetary policy or foreign exchange or currency markets,
suspension or restriction of trading in securities, and a change in currency conditions for the purpose of this clause includes a change in the system under which the
value of the Hong Kong currency is pegged with that of the currency of the United States of America) occurs which in the reasonable opinion of the Underwriter
makes it inexpedient or inadvisable to proceed with the Rights Issue; or

(c)  the circular in relation to the Rights Issues or the Prospectus when published contain information (either as to business prospects or the condition of the Group or as
to its compliance with any laws or the Listing Rules or any a}‘)plicable regulations) which has not prior to the date of the Underwriting Agreement been publicly
announceg or published by the Company and which may in the reasonable opinion of the Underwriter is material to the Group as a whole upon completion of the
Rights Issue and is likely to affect materially and adversely the success of the Rights Issue or might cause a prudent investor not to accept the Rights Shares
provisionally allotted to it.

If the Underwriting Agreement is terminated bly the Underwriter on or before the aforesaid deadline or does not become unconditional, the Underwriting Agreement shall

terminate (save in respect of any rights and obligations which may accrue under the Underwriting Agreement prior to such termination) and neither the Company nor the

Underwriter shall have any claim against the other party for costs, damages, compensation or otherwise and the Rights Issue will not proceed.

Pursuant to the Underwriting Agreement, the Underwriter is entitled by notice in writing to rescind the Underwriting Agreement if prior to the Latest Time for

Termination:

(a)  any material breach of any of the warranties or undertakings contained in the Underwriting Agreement comes to the knowledge of the Underwriter; or

(b) any event occurring or matter arising on or after the date of the Underwriting Agreement and prior to the Latest Time for Termination which if it had occurred or
arisen before the date of the Underwriting Agreement would have rendered the warranties contained in the Underwriting Agreement untrue or incorrect in any
material aspect comes to the knowledge of the Underwriter.

The Shares will be dealt in on an ex-rights basis from 13 March 2007. Dealinﬁs in the Rights Shares in their nil-paid form will take place from 23 March 2007 to 30 March

2007 (both days inclusive). If the conditions of the Rights Issue are not fulfilled and/or waived on or before the Latest Acceptance Time (or such later time and/or date as

the Company and the Underwriter may determine in writing), or the Underwriting Agreement is terminated by the Underwriter, the Rights Issue will not proceed and the

Rights Issue will lapse.

Any persons contemplating buying or selling Shares from the date of the Announcement dated 9 January 2007 up to the date on which all the conditions of the Rights

Issue are fulfilled or waived, and any dealings in the Rights Shares in their nil-paid form between 23 March 2007 to 30 March 2007 (both dates inclusive), bear the risk that

the Rights Issue may not become unconditional or may not proceed.

Any Shareholders or other persons contemplating dealing in the Shares or nil-paid Rights Shares are recommended to consult their own professional advisers.

1 March 2007
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EXPECTED TIMETABLE FOR THE RIGHTS ISSUE

The expected timetable for the Rights Issue set out below is indicative only and it
has been prepared on the assumption that the Whitewash Waiver will be approved by the
Independent Shareholders to the Rights Issue at the EGM. The expected timetable is subject
to change, and any changes will be announced in a separate announcement by the Company
as soon as practicable. All times and dates in this circular refer to Hong Kong local times
and dates.

2007

Last day of dealings in Shares on a cum-rights basis .......................... 12 March
First day of dealings in Shares on an ex-rights basis ........................... 13 March
Latest time for lodging transfer of Shares in order

to qualify for the Rights Issue ................................. 4:00 p.m. on 14 March
Register of members of the Company closes

(both dates INClUSIVE) . ...ttt 15 March to 19 March
Timeof the EGM ...... ... .. i i 10:30 a.m. on 19 March
Record Date ... ... e 19 March
Announcement of results of the EGM appears on newspaper .................. 20 March
Register of members re-opens ............ ... ... i 20 March
Despatch of the Rights Issue Documents ..................................... 21 March
First day of dealings in nil-paid Rights Shares ................................ 23 March
Latest time for splitting of nil-paid Rights Shares ................. 4:00 p.m. on 27 March
Last day of dealings in nil-paid Rights Shares ................................ 30 March
Latest time for payment and acceptance of Rights Shares ............ 4:00 p.m. on 4 April

and application for excess Rights Shares (note)
Latest time for the Rights Issue to become unconditional ........... 4:00 p.m. on 12 April

Announcement of results of acceptance of and excess

applications for the Rights Issue appears on newspapers ..................... 13 April
Despatch of refund cheques in respect of unsuccessful

or partially unsuccessful excess applications

for excess Rights Shares on or before ......... ... ... ... ... 16 April
Despatch of certificates for fully-paid Rights Shares on or before ............... 16 April
Commencement of dealings in fully-paid Rights Shares ........................ 18 April
Note:

EFFECT OF BAD WEATHER ON THE LATEST TIME FOR ACCEPTANCE OF AND PAYMENT FOR THE
RIGHTS SHARES

The latest time for acceptance of and payment for the Rights Shares will not take place if there is:

. a tropical cyclone warning signal number 8 or above; or

o a “black” rainstorm warning
in force in Hong Kong at any local time between 12:00 noon and 4:00 p.m. on the latest date for acceptance of
and payment for the Rights Shares. Instead, the latest time for acceptance of and payment for the Rights Shares
will be rescheduled to 4:00 p.m. on the following Business Day, which does not have either of those warnings
in force in Hong Kong at any time between 12:00 noon and 4:00 p.m..

If the latest time for acceptance of and payment for the Rights Shares does not take place on the
expected latest date for acceptance of the offer of the Rights Shares, the dates subsequent to the said latest

expected date mentioned in this section may be affected. A press announcement will be made by the Company
in such event as soon as practicable.
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DEFINITIONS

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

following meanings:

//AGMH

“Announcement”

“Articles”

“associate(s)”

“Board”

“Business Day”

“CCASS”

“CIMB-GK”

4

“Companies Ordinance’

“Company”

“Consideration Shares”

The annual general meeting of the Company held on
23 June 2006

the announcements of the Company dated 9 January
2007, 30 January 2007, 13 February 2007 and 27
February 2007 relating to, among other things, the
proposed Rights Issue, application for Whitewash
Waiver, the Refreshment Mandate and the Specific
Mandate

the articles of association of the Company

has the meaning ascribed to it under Chapters 1 and
14 A of the Listing Rules

the board of Directors

a day (other than a Saturday) on which banks generally
are open for business in Hong Kong

the Central Clearing and Settlement System established
and operated by HKSCC

CIMB-GK Securities (HK) Limited, a licensed
corporation carry on type 1 (dealing in securities), type
4 (advising on securities) and type 6 (advising on
corporate finance) regulated activities under the SFO

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong)

China Chengtong Development Group Limited, a
company incorporated in Hong Kong with limited
liability, the shares of which are listed on the Main
Board of the Stock Exchange

new Shares to be allotted and issue to Oriental Patron
as consideration for their services to be provided to
the Company under the Service Agreement, further
details are set out in the paragraph headed “Proposed
grant of Specific Mandate to issue Shares” in the letter
from the Board of this circular



DEFINITIONS

“Current Extension Mandate”

“Current Share Issue Mandate”

“Current Share Repurchase
Mandate”

“Director(s)”

//EGM/I

“Excluded Shareholders”

“Executive”

l/Group//

“HKSCC”

the existing general and unconditional mandate
granted to the Directors pursuant to an ordinary
resolution approved by the Shareholders at the AGM
to the effect that any Shares repurchased under the
Current Share Repurchase Mandate will be added to
the total number of Shares which may be allotted and
issued under the Current Share Issue Mandate

the existing general and unconditional mandate
granted to the Directors pursuant to an ordinary
resolution approved by the Shareholders at the AGM
to exercise the power of the Company to allot, issue
or otherwise deal with up to 337,420,993 new Shares,
representing 20% of the aggregate nominal amount of
the share capital of the Company in issue as at the
date of passing of the relevant resolution at the AGM

the existing general and unconditional mandate
granted to the Directors at the AGM to enable them to
repurchase up to 168,710,496 Shares, representing 10%
of the aggregate nominal amount of the share capital
of the Company in issue as at the date of passing of
the relevant resolution at the AGM

the director(s) of the Company

the extraordinary general meeting of the Company to
be convened and held for the purposes of considering,
among other matters, the Whitewash Waiver and the
Refreshment Mandate

the Overseas Shareholders whom the Board, based on
legal opinions provided by legal advisers, considers it
necessary or expedient not to offer the Rights Shares
to such Shareholders on account either of legal
restrictions under the laws of relevant place or the
requirements of the relevant regulatory body or stock
exchange in that place

the Executive Director of the Corporate Finance
Division of the Securities and Futures Commission or
any of his delegates

the Company and its subsidiaries from time to time

Hong Kong Securities Clearing Company Limited



DEFINITIONS

“Hong Kong”

“Independent Board Committees”

“Independent Board Committees

of the Rights Issue”

“Independent Board Committees
of the Transaction(s)”

“Independent Shareholders”

“Independent Shareholders to
the Rights Issue”

“Independent Shareholders to
the Transaction(s)”

“independent third party”

“Last Trading Date”

“Latest Acceptance Time”

the Hong Kong Special Administrative Region of the
PRC

the Independent Board Committee of the Rights Issue
and the Independent Board Committee of the
Transaction(s)

a committee of the Board, comprising the non-
executive Directors, namely Mr. Gu Laiyun, Ms. Xu
Zhen, Mr. Kwong Che Keung, Gordon, Mr. Tsui Yiu
Wa, Alec and Mr. Lao Youan, which has been formed
to advise the Independent Shareholders to the Rights
Issue in relation to the proposed Rights Issue and the
Whitewash Waiver

a committee of the Board, comprising the independent
non-executive Directors, namely Mr. Kwong Che
Keung, Gordon, Mr. Tsui Yiu Wa, Alec and Mr. Lao
Youan, which has been formed to advise the
Independent Shareholders to the Transaction(s) in
relation to the Transaction(s)

the Independent Shareholders to the Rights Issue and
the Independent Shareholders to the Transaction(s)

Shareholders other than (1) World Gain and its
associates and parties acting in concert with any of
them; and (2) those who are involved in or interested
in the Underwriting Agreement, the proposed Rights
Issue and the Whitewash Waiver

In regard to the Refreshment Mandate, Shareholders
other than World Gain and its associates

party who is independent of and not connected with
the Company and any of the directors, chief executive
and substantial shareholders of the Company or any
of its subsidiaries, or any of their respective associates

27 December 2006, being the last trading day of the
Shares prior to the release of the Announcement dated
9 January 2007

being 4:00 p.m. on 4 April 2007 or such later time as
may be agreed between the Company and the
Underwriter, being the latest time for acceptance of
the offer of Rights Shares

—3_



DEFINITIONS

“Latest Practicable Date”

7

“Latest Time for Termination’

“Listing Rules”

“Macau”

“New Extension Mandate”

“New Share Issue Mandate”

“New Share Repurchase
Mandate”

“Qriental Patron”

“QOutstanding Options”

26 February 2007, being the latest practicable date prior
to the printing of this circular for inclusion of certain
information in this circular

4:00 p.m. on the third business day after the Latest
Acceptance Time

the Rules Governing the Listing of Securities on the
Stock Exchange

the Macau Special Administrative Region of the PRC

a new general and unconditional mandate proposed
to be granted to the Directors at the EGM to the effect
that any Shares repurchased under the New Share
Repurchase Mandate will be added to the total number
of Shares which may be allotted and issued under the
New Share Issue Mandate

a new general and unconditional mandate proposed
to be granted to the Directors to exercise the power of
the Company to allot, issue or otherwise deal with
Shares of up to a maximum of 20% of the aggregate
nominal amount of the share capital of the Company
in issue as at the date of passing of the relevant
resolution at the EGM

a new general and unconditional mandate proposed
to be granted to the Directors to enable them to
repurchase Shares the aggregate nominal amount of
which shall not exceed 10% of the aggregate nominal
amount of the share capital of the Company in issue
as at the date of passing of the relevant resolution at
the EGM

Oriental Patron Asia Limited, a licensed corporation
to carry out Types 1, 6 and 9 regulated activities under
the SFO

the options granted by the Company to subscribe for
an aggregate of 40,300,000 Shares pursuant to the Share
Option Scheme, which were outstanding as at the
Latest Practicable Date



DEFINITIONS

“Overseas Shareholder(s)”

“parties acting in concert”

”PRC ”

“Prospectus”

“Qualifying Shareholder(s)”

“Record Date”

“Refreshment Mandate”

“Rights Issue”

“Rights Issue Documents”

“Rights Share(s)”

“Service Agreement”

the Shareholders with registered addresses (as shown
in the register of members of the Company on the
Record Date) which are outside Hong Kong

has the meaning ascribed to it under the Takeovers
Code

the People’s Republic of China, which for the purpose
of this circular, excludes Hong Kong, Macau and
Taiwan

the prospectus to be issued by the Company in relation
to the Rights Issue

the Shareholder(s), other than the Excluded
Shareholders, whose name(s) appear(s) on the register
of members of the Company on the Record Date

19 March 2007

the New Share Issue Mandate, the New Share
Repurchase Mandate and the New Extension Mandate

the proposed issue of Rights Shares by the Company
on the basis of three Rights Share for every ten existing
Shares to the Qualifying Shareholders by way of rights
or to holders of nil-paid Rights Shares at the
Subscription Price, pursuant to the terms and
conditions of the issue

the Prospectus, the provisional allotment letter and
the form of application for excess Rights Shares

not less than 607,051,490 new Shares and not more
than 616,021,490 new Shares to be issued by the
Company pursuant to the Rights Issue

the agreement dated 9 January 2007 entered into
between Oriental Patron and the Company for the
provisions of services by Oriental Patron to the
Company, further details of which are set out in the
paragraph headed “Proposed grant of Specific
Mandate to issue Shares” in the letter from the Board
of this circular



DEFINITIONS

//SFo//

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

“Specific Mandate”

“Stock Exchange”

“Subscription Monies”

“Subscription Price”

“subsidiary” or “holding
company”

“Takeovers Code”

“Top-Up Subscription”

“Top-Up Subscription Agreement”

“Transaction(s)”

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

the ordinary shares which have a par value of HK$0.10
each in the capital of the Company

the share option scheme adopted by the Company on
24 June 2003

shareholder(s) of the Company

a special mandate to allot and issue Shares to be sought
from the Shareholders at the EGM to satisfy any
Consideration Shares which may fall to be allotted and
issued pursuant to the Service Agreement, further
details are set out in the paragraph headed “Proposed
grant of Specific Mandate to issue Shares” in the letter
from the Board of this circular

The Stock Exchange of Hong Kong Limited

the subscription monies payable by the Underwriter
to the Company in respect of the Rights Shares
underwritten by the Underwriter

subscription price of HK$0.33 per Rights Share

has the meaning defined in section 2 of the Companies
Ordinance

The Hong Kong Code on Takeovers and Mergers

the subscription by World Gain for a total of
332,000,000 new Shares at HK$0.30 per Share as
announced by the Company on 8 August 2006

the placing and subscription agreement dated 8 August
2006 entered into between World Gain, Oriental Patron
as placing agent and the Company in relation to,
among other matters, the Top-Up Subscription, details
of which were set out in the Company’s announcement
dated 8 August 2006

the Refreshment Mandate



DEFINITIONS

“Underwriter”

“Underwriting Agreement”

“U.S.”

“Whitewash Waiver”

“World Gain”

//HK$//

//RMB//

”US$”

“ 0/0 ”

“ ”

sq.m.

Oriental Patron

the underwriting agreement dated 27 December 2006
entered into between the Company, World Gain and
the Underwriter in relation to the Rights Issue (as
supplemented by two letters dated 9 January 2007 and
26 February 2007 entered into by the same parties
amending certain terms and the expected timetable of
the Rights Issue)

the United States of America

a waiver, pursuant to Note 1 on dispensations from
Rule 26, from the obligation of World Gain and parties
acting in concert with it to make a mandatory offer
under Rule 26 of the Takeovers Code as a result of the
allotment and issue of Right Shares

World Gain Holdings Limited, a company incorporated
in the British Virgin Islands and a controlling
shareholder (as defined in the Listing Rules) of the
Company

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

Renminbi, the lawful currency of the PRC

United States of America dollar(s), the lawful currency
of the United States of America

per cent.

square meter

Unless the context requires otherwise, translations of RMB into HK$ are made, for illustration
purpose only, at the rate of RMB1=HK$1.

No representation is made that any amounts in RMB or HK$ could have been or could be
converted at the above rate or at any other rates or at all.
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Executive Directors: Registered Office:
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Mr. Wang Hongxin 18 Harbour Road
Wanchai
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Ms. Xu Zhen
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Independent non-executive Directors:
Mr. Kwong Che Keung, Gordon
Mr. Tsui Yiu Wa, Alec

Mr. Lao Youan

1 March 2007

To the Shareholders and, for information only,
the holders of the Outstanding Options

Dear Sir or Madam,

(1) PROPOSED RIGHTS ISSUE OF NOT LESS THAN 607,051,490 RIGHTS SHARES
AND NOT MORE THAN 616,021,490 RIGHTS SHARES OF HK$0.10 EACH
AT HK$0.33 PER RIGHTS SHARE PAYABLE IN FULL ON ACCEPTANCE
(IN THE PROPORTION OF THREE RIGHTS SHARES
FOR EVERY TEN EXISTING SHARES HELD ON THE RECORD DATE)
(2) APPLICATION FOR WHITEWASH WAIVER
(3) PROPOSED REFRESHMENT OF GENERAL MANDATE
(4) PROPOSED GRANT OF SPECIFIC MANDATE

INTRODUCTION
On 9 January 2007, the Board announced that the Company proposed to raise

approximately HK$200.32 million before expenses by issuing not less than 607,051,490
Rights Shares and to raise not more than approximately HK$203.29 million before expenses
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by issuing not more than 616,021,490 Rights Shares at the Subscription Price of HK$0.33
per Rights Share on the basis of three Rights Shares for every ten existing Shares in issue
on the Record Date.

The Rights Issue will be fully underwritten by the Underwriter, on the terms and

subject to the conditions set out in the Underwriting Agreement.

As at the Latest Practicable Date:

(a)

(b)

World Gain, the controlling shareholder (as defined in the Listing Rules) of
the Company, and parties acting in concert with World Gain, are beneficially
interested in a total of 608,201,500 Shares, representing approximately 30.06%
of the existing issued share capital of the Company (all of which Shares are
beneficially owned by World Gain); and

parties acting in concert with World Gain are interested in the Outstanding
Options attaching subscription right to subscribe for an aggregate of 6,600,000
Shares (represents approximately 0.33% of the Company’s existing issued share
capital), of which, 1,200,000 Outstanding Options are held by Mr. Ma Zhengwu
(being the sole director of World Gain, a director of the immediate parent
company and ultimate parent company of World Gain and a non-executive
Director), 4,200,000 Outstanding Options are held by Mr Zhang Guotong (a
director of the immediate parent company and ultimate parent company of
World Gain and an executive Director) and 1,200,000 Outstanding Options are
held Mr Hong Shuikun (a director of the ultimate parent company of World
Gain and a non-executive Director).

Pursuant to the Underwriting Agreement, World Gain has undertaken that:

(a)

(b)

such 608,201,500 Shares will remain beneficially owned by World Gain and
parties acting in concert with it and that they will have registered addresses
(as shown in the register of members of the Company on the Record Date) in
Hong Kong from the date of the Announcement dated 9 January 2007 up to
the Record Date;

World Gain and parties acting in concert with it will accept on or before the
Latest Acceptance Time, and pay for, such number of Rights Shares to be
provisionally allotted to them or their respective nominee pursuant to the
Rights Issue in respect of their or their respective nominee’s existing holding
of 608,201,500 Shares and the number of Shares to be issued to him/her if
he/she exercises the Outstanding Options held by him/her on or before the
Record Date.
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In addition, World Gain has the intention to take up in aggregate 211,470,000 excess
Rights Shares and pay for such number of excess Rights Shares that may be allocated to it
under the allocation of the excess Rights Shares to the Qualifying Shareholders who have
applied for excess Rights Shares and will make an application for the said excess Rights
Shares by way of application for excess Rights Shares as soon as practicable after the
grant of the Whitewash Waiver and approval by the Independent Shareholders to the
Rights Issue of, inter alia, the Whitewash Waiver.

The Rights Issue is conditional upon the fulfillment or waiver of the conditions set
out under the paragraph headed “Conditions of the Rights Issue” under the section headed
“Proposed Rights Issue” below. In particular, it is subject to the Underwriting Agreement
not being terminated in accordance with its terms (see the paragraph headed “Termination
of the Underwriting Agreement” under the section headed “Proposed Rights Issue” below).
If the Underwriter terminates the Underwriting Agreement, or the conditions of the Rights
Issue are not fulfilled or waived, the Rights Issue will not proceed.

The Independent Board Committee of the Rights Issue comprising all the non-
executive Directors (other than Mr Ma Zhengwu and Mr Hong Shuikun, who are parties
acting in concert with World Gain and are not considered to be independent under the
Takeovers Code so far as the Whitewash Waiver and the Rights Issue are concerned and
are therefore excluded as members of the Independent Board Committee of the Rights
Issue), namely Mr. Gu Laiyun, Ms. Xu Zhen, Mr. Kwong Che Keung, Gordon, Mr. Tsui
Yiu Wa, Alec and Mr. Lao Youan, has been established to advise the Independent
Shareholders to the Rights Issue as to whether the terms of the Whitewash Waiver and the
Rights Issue are fair and reasonable and whether the Whitewash Waiver and the Rights
Issue are in the interests of the Company and the Shareholders as a whole, and to advise
the Independent Shareholders to the Rights Issue on how to vote, taking into account the
recommendations of the independent financial adviser.

CIMB-GK has been appointed by the Company to advise the Independent Board
Committee of the Rights Issue and the Independent Shareholders to the Rights Issue on
whether the terms of the Whitewash Waiver and the Rights Issue are fair and reasonable
and whether the Whitewash Waiver and the Rights Issue are in the interests of the Company
and the Shareholders as a whole. The appointment of CIMB-GK as the independent financial
adviser to the Rights Issue has been approved by the Indepedent Board Committee to the
Rights Issue.

The purpose of this circular is to give you further information on, among other
things, details of the proposed Rights Issue, the Whitewash Waiver, the Refreshment
Mandate and the Specific Mandate.

This circular also contains the recommendation of the Independent Board Committee
of the Rights Issue and the Independent Board Committee of the Transaction(s), the advice
of CIMB-GK in respect of the Rights Issue, the Whitewash Waiver and the Transaction(s),
and the notice to convene the EGM.
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PROPOSED RIGHTS ISSUE

Basis of the Rights Issue:

Number of existing Shares in issue
as at the Latest Practicable Date:

Number of Rights Shares (assuming
no Outstanding Options are exercised
on or before the Record Date):

Outstanding derivatives, options,
warrants, conversion rights or other
similar rights which are convertible
or exchangeable into Shares as at the
Latest Practicable Date:

Maximum number of Rights Shares:

Number of Rights Shares that World
Gain has undertaken, and has
undertaken to procure parties acting
in concert with it to take up:

Three Rights Shares for every ten existing Shares
held on the Record Date

2,023,504,968 Shares

607,051,490 Rights Shares

Outstanding Options attaching subscription
right to subscribe for 40,300,000 Shares

Assuming exercise of the subscription rights
attaching to all Outstanding Options (other than
the 6,600,000 Outstanding Options held by
parties acting in concert with World Gain and
the 3,800,000 Outstanding Options held by Mr.
Gu Laiyun and Ms. Xu Zhen (both are non-
executive Directors)) on or before the Record
Date, the number of Rights Shares to be issued
will be 616,021,490 Rights Shares

World Gain has undertaken, and has undertaken
to procure parties acting in concert with it, that
World Gain and parties acting in concert with it
will accept on or before the Latest Acceptance
Time, and pay for, 182,460,450 Rights Shares to
be provisionally allotted to them or their
respective nominee pursuant to the Rights Issue
in respect of their or their respective nominee’s
existing holding of 608,201,500 Shares and the
number of Shares to be issued to him/her if he/
she exercises the Outstanding Options held by
him/her on or before the Record Date

Note: As at the Latest Practicable Date, parties acting in concert with World Gain, are interested in the
Outstanding Options attaching subscription right to subscribe for an aggregate of 6,600,000 Shares, of
which, 1,200,000 Outstanding Options are held by Mr. Ma Zhengwu (being the sole director of World
Gain, a director of the immediate parent company and ultimate parent company of World Gain and a
non-executive Director), 4,200,000 Outstanding Options are held by Mr Zhang Guotong (a director of
the immediate parent company and ultimate parent company of World Gain and an executive Director)
and 1,200,000 Outstanding Options are held Mr Hong Shuikun (a director of the ultimate parent company
of World Gain and a non-executive Director). The parties acting in concert with World Gain who together
holding 6,600,000 Outstanding Options and Mr Gu Laiyun and Ms Xu Zhen (both are non-executive
Directors) together holding 3,800,000 Outstanding Options, have indicated that they will not exercise
their Outstanding Options on or before completion of the Rights Issue.
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The nil-paid Rights Shares proposed to be provisionally allotted pursuant to the
terms of the Rights Issue represent approximately 30% of the Company’s existing issued
share capital as at the Latest Practicable Date and approximately 23.1% of the enlarged
issued share capital of the Company immediately following the completion of the Rights
Shares assuming that no Outstanding Options are exercised on or before the completion
of the Rights Issue.

The number of Rights Shares which may be issued pursuant to the Rights Issue will
be increased in proportion to any additional new Shares which may be allotted and issued
pursuant to the exercise of the Outstanding Options on or before the Record Date. As at
the Latest Practicable Date, there are Outstanding Options attaching subscription right to
subscribe for 40,300,000 Shares. If all the subscription rights attaching to all such
Outstanding Options (other than the 6,600,000 Outstanding Options held by parties acting
in concert with World Gain and the 3,800,000 Outstanding Options held by Mr. Gu Laiyun
and Ms. Xu Zhen (both are non-executive Directors)) are duly exercised and Shares are
issued and allotted pursuant to such exercise on or before the Record Date, the number of
issued Shares is expected to be increased to 2,053,404,968 Shares and the number of Rights
Shares that may be issued pursuant to the Rights Issue is expected to be increased to
616,021,490 Rights Shares.

As at the Latest Practicable Date, other than the Outstanding Options, the Company
has no derivatives, options, warrants and conversion rights or other similar rights which
are convertible or exchangeable into Shares.

Subscription Price

The Subscription Price for the Rights Shares is HK$0.33 per Rights Share, payable in
full when a Qualifying Shareholder accepts his/her/its provisional allotment under the
Rights Issue or applies for excess Rights Shares or when a transferee of nil-paid Rights
Shares subscribes for the Rights Shares.

The Subscription Price

] represents a discount of approximately 42.1% to the closing price of HK$0.57
per Share as quoted on the Stock Exchange on the Last Trading Date;

] represents a discount of approximately 43.5% to the average closing price of
HK$0.584 per Share for the five consecutive trading days up to and including
the Last Trading Date;

. represents a discount of approximately 43.6% to the average closing price of

HK$0.585 per Share for the 10 consecutive trading days up to and including
the Last Trading Date;
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o represents a discount of approximately 35.9% to the theoretical ex-rights price
of HK$0.515 per Share based on the closing price as quoted on the Stock
Exchange on the Last Trading Date; and

. represents a premium of approximately 62.64% over the unaudited adjusted
consolidated net tangible assets value per Share of approximately HK$0.2029
(calculated by using the latest published unaudited net tangible assets value
of the Group as at 30 June 2006 and adding thereto the net proceeds of the
top-up subscription announced by the Company on 8 August 2006, and
dividing this sum total by the 2,023,504,968 Shares in issue as at the Latest
Practicable Date).

The Subscription Price was arrived at after arm’s length negotiation between the
Company and the Underwriter with reference to the then market environment, prevailing
Share prices and the recent financial conditions of the Group. In order to enhance the
attractiveness of the Rights Issue, issuance of new shares by way of rights issue at a
discount to the market place has been commonly adopted by listed issuers in Hong Kong.
Given the relatively long underwriting period of a rights issue and taking into account the
aforesaid and the theoretical ex-rights price per Share, the Directors consider that, in
order to enhance the attractiveness of the Rights Issue, the discount on the Subscription
Price to the current market price of the Shares as proposed is appropriate. Each Qualifying
Shareholder is entitled to subscribe for the Rights Shares at the same price in proportion
to his/her/its shareholding in the Company held on the Record Date. The Directors
consider the Subscription Price to be fair and reasonable and to be in the interests of the
Company and the Shareholders as a whole.

Status of the Rights Shares

The Rights Shares, when allotted, issued and fully-paid, will rank pari passu with
the then existing Shares in issue on the date of allotment of the Rights Shares in fully-paid
form. Holders of such Rights Shares will be entitled to receive all future dividends and
distributions which are declared after the date of allotment and issue of the Rights Shares.

Fractions of the Rights Shares

The Company will not provisionally allot fractions of Rights Shares in nil-paid form.
All fractions of Rights Shares will be aggregated and all nil-paid Rights Shares arising
from such aggregation will be sold in the market and, if a premium (net of expenses) can
be achieved, the Company will keep the net proceeds for its own benefit. Any unsold
fractions of Rights Shares will be made available for excess application.

Application for excess Rights Shares
Qualifying Shareholders are entitled to apply for any unsold entitlements of the
Excluded Shareholders (see the paragraph headed “Excluded Shareholders” below), any

unsold fractions of Rights Shares and any nil-paid Rights Shares provisionally allotted but
not accepted by the Qualifying Shareholders.
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Applications may be made by completing the form of application for excess Rights
Shares and lodging the same with a separate remittance for the excess Rights Shares. The
Directors will allocate the excess Rights Shares at their discretion on a fair and equitable
basis on the following principles:

(1) preference will be given to applications for less than a board lot of Rights
Shares where they appear to the Directors that such applications are made to
round up odd-lot holdings to whole-lot holdings;

(2)  subject to availability of excess Rights Shares after allocation under principle
(1) above, allocation will then be made to satisfy applications for excess Rights
Shares by Qualifying Shareholders in proportion to and up to the number of
nil-paid Rights Shares provisionally allotted to those Qualifying Shareholders
who also have applied for the excess Rights Shares and, subject to the
availability of excess Rights Shares, applications by Qualifying Shareholders
whose number of excess Rights Shares being applied for are equal to or less
than the number of excess Rights Shares allocated according to the principle
as aforesaid will be satisfied in full;

(3)  subject to availability of excess Rights Shares after allocation under principles
(1) and (2) above, any further remaining excess Rights Shares will be allocated
to applicants in proportion to the excess Rights Shares applied by them after
netting off their respective entitlements as calculated in principle (2) above;
and

(4)  in accordance with any further requirements of the Stock Exchange.

World Gain has the intention to apply for and take up in aggregate 211,470,000
excess Rights Shares and pay for such number of excess Rights Shares that may be allocated
to it under the allocation of the excess Rights Shares to the Qualifying Shareholders who
have applied for excess Rights Shares and will make an application for the said excess
Rights Shares by way of application for excess Rights Shares as soon as practicable after
the grant of the Whitewash Waiver and approval by the Independent Shareholders to the
Rights Issue of, inter alia, the Whitewash Waiver.

Shareholders should note that in allocating the excess Rights Shares, regards will be
made to the principles set out above and World Gain’s application for excess Rights
Shares will not give it or any parties acting in concert with it any preference in receiving
the allocation of the excess Rights Shares otherwise than in accordance with such principles.

Shareholders with their Shares held by a nominee company should note that the
Board will regard the nominee company as a single Shareholder according to the register
of members of the Company. Accordingly, Shareholders should note that the aforesaid
arrangement in relation to the top-up of odd lots for allocation of excess Rights Shares
will not be extended to ultimate beneficial owners individually. Shareholders with their
Shares held by a nominee company are advised to consider whether they would like to
arrange for the registration of the relevant Shares in the name of the beneficial owner(s)
prior to the Record Date.
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For Shareholders whose Shares are held by their nominee(s) and would like to have
their names registered on the register of members of the Company, they must lodge all
necessary document with the share registrar of the Company in Hong Kong for completion
of the relevant registration by 4:00 p.m. on 14 March 2007.

Share certificates for the Rights Shares

Subject to the fulfillment of the conditions of the Rights Issue, certificates for all
fully-paid Rights Shares are expected to be posted to Qualifying Shareholders who have
accepted and applied for (where appropriate), and paid for the Rights Shares by 16 April
2007 at their own risk.

Qualifying Shareholders

The Company will send (i) the Rights Issue Documents to the Qualifying
Shareholders; and (ii) the Prospectus, for information only, to the Excluded Shareholders.
The Excluded Shareholders will be entitled to attend and vote at the EGM.

To qualify for the Rights Issue, the Shareholders must be registered as members of
the Company on the Record Date. In relation to holders of the Outstanding Options (i)
they must exercise their respective subscription rights in accordance with the relevant
procedures specified in the rules of the Share Option Scheme (as regards the holders of
the Outstanding Options) on or before the Record Date; (ii) they must be registered as the
holders of the Shares allotted pursuant to the exercise of the subscription rights of the
Outstanding Options on or before the Record Date; and (iii) they must not be an Excluded
Shareholder.

In order to be registered as a member of the Company on the Record Date,
Shareholders must lodge any transfers of Shares (with the relevant Share certificate(s))
with the Company’s share registrar in Hong Kong by 4:00 p.m. on 14 March 2007. The last
day of dealings in Shares on a cum-rights basis is therefore expected to be 12 March 2007.
The Shares will be dealt with on an ex-rights basis from 13 March 2007.

The Company’s share registrar in Hong Kong is Computershare Hong Kong Investor
Services Limited at 46th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

It is intended that the Company’s register of members will be closed from 15 March
2007 to 19 March 2007, both dates inclusive, for the purpose of, among other things,
establishing entitlements to the Rights Issue. No transfer of Shares will be registered
during this period.
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Excluded Shareholders

The Company will only send the Prospectus to the Excluded Shareholders for their
information. The Excluded Shareholders will be entitled to attend and vote at the EGM.

The Rights Issue Documents are not intended to be registered or filed under the
applicable securities legislation of any jurisdiction other than Hong Kong.

Based on the register of members of the Company as at 23 February 2007, there
were 9 Overseas Shareholders with registered addresses in 6 jurisdictions, namely,
Australia, Canada, Macau, Singapore, Taiwan and U.S. outside Hong Kong. Pursuant to
Rule 13.36(2) of the Listing Rules, the Board has made enquires with its legal advisers in
these 6 jurisdictions as to whether there is any legal restriction under the applicable
securities legislation of the relevant jurisdiction or requirement of any relevant regulatory
body or stock exchange with respect to the offer of the Rights Shares to such Overseas
Shareholders.

Based on the advice provided by the legal advisers of the Company in these 6
jurisdictions, the Directors considered that the offer of the Rights Shares to persons in
Canada, Taiwan and U.S. would require compliance with registration or other regulatory
requirements in such territories which would be impracticable or too burdensome, and it
would be necessary or expedient to exclude such Excluded Shareholders whose registered
addresses are in Canada, Taiwan and U.S. to the Rights Issue and no provisional allotment
of Rights Shares will be made to such Excluded Shareholders. The Company will send the
Prospectus (without the provisional allotment letters and the forms of application for
excess Rights Shares) to the Excluded Shareholders for their information only. A resolution
regarding the exclusion of the offer of the Rights Shares to the Excluded Shareholders will
be proposed for approval by the Independent Shareholders to the Rights Issue at the
EGM.

In the event that there are as at the Record Date any Overseas Shareholders with
registered addresses in addition to the abovementioned overseas jurisdictions, the Company
will consider the rights of such addition Overseas Shareholders and the relevant
arrangement in respect of the Rights Issue for them, including whether it is feasible to
extend the Rights Shares to such addition Overseas Shareholders. If, after making such
enquiry, the Directors are of the opinion that it would be necessary or expedient, on
account either of the legal restrictions under the laws of the relevant place or any
requirement of the relevant regulatory body or stock exchange in that place, not to offer
the Rights Shares to such Overseas Shareholders, the Company would send the Prospectus,
for information only, to such addition Overseas Shareholders but will not send the
provisional allotment letter and the form of application for excess Rights Shares to them.

Arrangements will be made for the Rights Shares which would otherwise have been
provisionally allotted to the Excluded Shareholders to be sold in the open market in their
nil-paid form as soon as practicable after dealings in the nil-paid Rights Shares commence,
if a premium (net of expenses) can be obtained. The proceeds of such sale, less expenses,
of more than HK$100 will be paid pro rata to the relevant Excluded Shareholders in Hong
Kong dollars. The Company will retain individual amounts of HK$100 or less for its own
benefit.
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Share Option Scheme

As at the Latest Practicable Date, there are Outstanding Options attaching
subscription rights to subscribe for 40,300,000 Shares granted pursuant to the Share Option
Scheme.

Pursuant to the terms of the Share Option Scheme, adjustments to the Outstanding
Options may be made if the Rights Issue becomes unconditional. The Company will instruct
its auditors or an independent financial adviser to certify in writing the adjustment (if
any) that ought to be made to the Outstanding Options and announce further details on
such adjustment (if any) in accordance with the provisions under the Share Option Scheme.

Application for listing of the Rights Shares on the Stock Exchange

The Company will apply to the Listing Committee of the Stock Exchange for the
listing of, and permission to deal in, the Rights Shares in both nil-paid and fully-paid
forms.

Subject to the grant of listing of, and permission to deal in, the Rights Shares in both
their nil-paid and fully-paid forms on the Stock Exchange as well as compliance with the
stock admission requirements of HKSCC, the Rights Shares in both their nil-paid and
fully-paid forms will be accepted as eligible securities by HKSCC for deposit, clearance
and settlement in CCASS with effect from the respective commencement dates of dealings
in the Rights Shares in their nil-paid and fully-paid forms on the Stock Exchange or such
other dates as determined by HKSCC.

Settlement of transactions between participants of the Stock Exchange on any trading
day is required to take place in CCASS on the second trading day thereafter. All activities
under CCASS are subject to the General Rule of CCASS and CCASS Operational Procedures
in effect from time to time.

All necessary arrangements will be made to enable the Rights Shares in both their
nil-paid and fully-paid forms to be admitted into CCASS.

None of the securities of the Company is listed or dealt in any other stock exchange
other than the Stock Exchange and no such listing or permission to deal is being or is
proposed to be sought.

Nil-paid Rights Shares are expected to be traded in board lots of 2,000 (Shares then
in issue are traded in board lots of 2,000). Dealings in nil-paid and fully-paid Rights

Shares will be subject to the payment of stamp duty in Hong Kong.

The first day of dealings in the Rights Shares in their fully-paid form is expected to
commence on 18 April 2007.
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Taxation

Qualifying Shareholders are recommended to consult their professional advisers if
they are in any doubt as to the tax implications of the acquisition, holding or disposal of,
or dealing in the Rights Shares and, as regards the Excluded Shareholders, their receipt of
the net proceeds of sale of the Rights Shares otherwise falling to be issued to them under
the Rights Issue. It is emphasized that none of the Company, the Directors or any other
parties involved in the Rights Issue accepts responsibility for any tax effects or liabilities
of holders of the Rights Shares resulting from the purchase, holding or disposal of, or
dealing in the Rights Shares.

Conditions of the Rights Issue
The Rights Issue is conditional upon the following conditions being fulfilled:

(1)  the Company despatching the circular to the Shareholders containing, among
other matters, details of the Rights Issue and Whitewash Waiver together with
the proxy form and notice of the EGM,;

(2)  the passing by the Independent Shareholders to the Rights Issue at the EGM
by way of poll of ordinary resolutions to approve the Rights Issue (if required
by the SFC, the Stock Exchange or other regulatory authorities) and the
Whitewash Waiver by no later than the date on which the Prospectus is
despatched;

(3)  the Executive granting the Whitewash Waiver to World Gain and parties acting
in concert with it and the satisfaction of all conditions (if any) attached to the
Whitewash Waiver granted;

(4)  the Listing Committee of the Stock Exchange granting or agreeing to grant
(subject to allotment) and not having withdrawn or revoked listing of and
permission to deal in all the Rights Shares (in their nil-paid and fully-paid
forms) by no later than the date on which the Prospectus is despatched;

(5) the filing and registration of all documents relating to the Rights Issue, which
are required to be filed or registered with the Registrar of Companies in Hong
Kong in accordance with the Companies Ordinance;

(6)  the posting of the Rights Issue Documents to Qualifying Shareholders; and

(7)  compliance with and performance of all the undertakings and obligations of
the Company and World Gain under the terms of the Underwriting Agreement.

None of the Company, World Gain and the Underwriter may waive conditions (1),
(2), (3), (4), (5) and (6) set out above. The Underwriter may waive condition (7) set out
above in whole or in part by written notice to the Company and World Gain. If any of the
conditions of the Rights Issue are not fulfilled or (in respect of condition (7) only) waived
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on or before the Latest Acceptance Time (or such later time and/or date as the Company
and the Underwriter may determine in writing), the Underwriting Agreement shall
terminate (save in respect of any rights and obligations which may accrue under the
Underwriting Agreement prior to such termination) and neither the Company nor the
Underwriter shall have any claim against the other party for costs, damages, compensation
or otherwise and the Rights Issue will not proceed.

Reasons for the Rights Issue and the use of proceeds

In view of the favourable conditions in the market, the Directors have decided to
raise further equity by means of rights issue which would allow the Company to strengthen
its capital base and provide an opportunity to all Qualifying Shareholders to participate
in the growth of the Company in proportion to their shareholdings.

The Company intends to use the net proceeds from the Rights Issue, being
approximately HK$194.32 million if no Outstanding Options are exercised on or before
the Record Date or approximately HK$197.29 million if all Outstanding Options (other
than the 6,600,000 Outstanding Options held by parties acting in concert with World Gain
and the 3,800,000 Outstanding Options held by Mr. Gu Laiyun and Ms. Xu Zhen (both are
non-executive Directors)) are exercised on or before the Record Date, as to approximately
20% for general working capital of the Group and approximately 80% for future investment
opportunities in Hong Kong and the PRC including the Group’s property development
business in the PRC.

The Company is an investment holding company. The principal activities of the
Group are property investment, property development, trade and production of cement,
and investment holding in Hong Kong and the PRC. Any new investment is likely to be in
one of these sectors. The Directors are in the course of considering a number of potential
property development projects in the PRC and will continue to identify suitable investment
opportunities for the Group. As heavy funding and timely injection of fund are required
for property investment and development projects alike, the Directors consider that the
capital reserve and strength of the Company have to be increased and strengthened so
that when suitable opportunities should arise, the Group will be able to capture these
opportunities and respond to the market opportunities, developments and prospects.

In view of the favourable conditions currently prevailing over the capital market of
Hong Kong, the Directors consider that it is good time for the Company to proceed with
the Rights Issue to increase the Company’s capital reserve and strengthen its capital
strength. The Directors consider that additional capital as generated from the Rights Issue
will further enhance the financial position of the Group and of the Group’s financial
flexibility in respond to future investment opportunities. However, the Directors would
like to stress that save for the conditional acquisition of interests in two PRC companies
subsequent to the Announcement dated 9 January 2007 each from a subsidiary of China
Chengtong Holdings Group Limited which is to be announced by the Company, the
property development projects in the PRC being considered are still at a preliminary stage
and no binding agreements have been entered into in respect of any of them. Further
announcements will be made by the Company in accordance with or as required under
the Listing Rules if any investment opportunity materializes.
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The Directors consider that it is in the interest of the Company and the Shareholders
to raise further capital which will be used by the Company to support and expand the

Group’s business, operation and investment opportunities, and the Rights Issue will allow
all Qualifying Shareholders the opportunity to maintain their respective pro-rata
shareholding interests in the Company.

World Gain has no intention to make any changes to the Group’s existing principal
businesses, the deployment of the Company’s fixed assets and the continued employment

of the employee of the Group.

Fund raising activities of the Company within 12 months to the date of the
Announcement dated 9 January 2007

Date of

announcement Event

8 August 2006 Top-up placing
of existing shares
and subscription
for new shares of
332 million Shares
(Note)

Note:

Net proceeds
raised

HK$98.1 million

Proposed use of
the net proceeds

About 60% thereof

for investment in

the Group’s property
development business
in the PRC and as to
the remaining 40%
thereof for general
working capital of the
Company, subject to
such adjustment as to
amount and proportion
as the Directors consider
appropriate

Actual use of the
net proceeds

As at the Latest
Practicable Date,

the net proceeds
have been utilised as
follows:

approximately
HK$12.6 million for
repayment of loan

approximately
HK$36.7 million

for investment in the
Group's property
development
business in the PRC

approximately
HK$48.8 million

has not been utilized
and the Company
intends to use such
proceeds for the
proposed uses as
announced on

8 August 2006

Such Shares have been issued pursuant to the general mandate granted at the AGM.

Save as disclosed above, the Company did not carry out any rights issue, open offer

or other issue of equity securities for fund raising purpose or otherwise within the past 12

months prior to the date of the Announcement dated 9 January 2007.
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UNDERWRITING ARRANGEMENTS

Underwriting Agreement

Date:

Parties:

Number of Rights
Shares that World
Gain has
undertaken, and
has undertaken to
procure parties
acting in concert
with it to take up:

27 December 2006 (as supplemented by two letters dated 9 January
2007 and 26 February 2007 entered into by the same parties
amending certain terms and the expected timetable of the Rights
Issue)

(1)  the Company

(2)  World Gain, the controlling shareholder (as defined in the
Listing Rules) of the Company interested in approximately
30.06% of the existing issued share capital of the Company
as at the Latest Practicable Date of Sea Meadow House,
Blackburne Highway, Road Town, Tortola, British Virgin
Islands. As at the Latest Practicable Date, the ultimate
shareholder of World Gain is China Chengtong Holdings
Group Limited, which is a state-owned enterprise established
in the PRC under the auspices of the State-owned Assets
Supervision and Administration Commission of the State
Council (%5 bt B A & 7 B B & M 2% B ). As at the Latest
Practicable Date, the directors of China Chengtong Holdings
Group Limited are Ma Zhengwu, Zhang Guotong, Hong
Shuikun, Li Yaoqiang, Wang Wenze, Du Changtao, Lin
Xizhong, Fan Yingjun, Tao Rui, Dong Zhihua and Tang
Guoliang

(3)  Oriental Patron Asia Limited, immediately before the signing
of the Underwriting Agreement did not have any interest in
any Shares

World Gain has undertaken, and has undertaken to procure
parties acting in concert with it, that World Gain and parties
acting in concert with it will accept on or before the Latest
Acceptance Time, and pay for, the 182,460,450 Rights Shares to
be provisionally allotted to them or their respective nominee
pursuant to the Rights Issue in respect of their or their respective
nominee’s existing holding of 608,201,500 Shares and the number
of Shares to be issued to him/her if he/she exercises the
Outstanding Options held by it/him/her on or before the Record
Date

Note: As at the Latest Practicable Date, parties acting in concert with World
Gain, are interested in the Outstanding Options attaching subscription
right to subscribe for an aggregate of 6,600,000 Shares, of which, 1,200,000
Outstanding Options are held by Mr. Ma Zhengwu (being the sole director
of World Gain, a director of the immediate parent company and ultimate
parent company of World Gain and a non-executive Director), 4,200,000
Outstanding Options are held by Mr. Zhang Guotong (a director of the
immediate parent company and ultimate parent company of World Gain
and an executive Director) and 1,200,000 Outstanding Options are held
Mr. Hong Shuikun (a director of the ultimate parent company of World
Gain and a non-executive Director). The parties acting in concert with
World Gain who together holding 6,600,000 Outstanding Options and Mr.
Gu Laiyun and Ms. Xu Zhen (both are non-executive Directors) together
holding 3,800,000 Outstanding Options, have indicated that they will not
exercise their Outstanding Options on or before completion of the Rights
Issue.
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Number of Shares to  Not less than 424,591,040 Rights Shares (Note 1) and not more
be underwritten than 433,561,040 Rights Shares (Note 2)

(“Underwritten
Shares”):
Commission: 2.5% of the total Subscription Price in respect of the maximum
number of Rights Shares underwritten by the Underwriter. The
commission to be received by the Underwriter will be
approximately HK$3.6 million. The commission payable to the
Underwriter was determined after arm’s length negotiations
between the Company and the Underwriter. The Directors
(including the independent non-executive Directors) consider that
such amount is on normal commercial terms and is comparable
with market rate.
Other fees: The Underwriter will also receive a documentation fee of HK$0.5
million from the Company. The documentation fee is to remunerate
the Underwriter for handling documents in relation to the Rights
Issue, in particular, drafting and/or reviewing of announcement,
circular, prospectus, and relevant agreements and documents. The
Directors consider that the documentation fee is fair and
reasonable.
Notes:
1. This figure excludes 182,460,450 Rights Shares to be provisionally allotted to World Gain and parties
acting in concert with it in respect of their beneficial shareholding in the Company, for which World
Gain has undertaken, and has undertaken to procure parties acting in concert with it, to subscribe in
full (assuming that no Outstanding Options granted by the Company are exercised on or before the
Record Date).

2. This figure excludes 182,460,450 Rights Shares to be provisionally allotted to World Gain and parties

acting in concert with it in respect of their beneficial shareholding in the Company, for which World
Gain has undertaken, and has undertaken to procure parties acting in concert with it, to subscribe in
full (assuming that all such Outstanding Options (other than the 6,600,000 Outstanding Options held by
parties acting in concert with World Gain and the 3,800,000 Outstanding Options held by Mr. Gu Laiyun
and Ms. Xu Zhen (both are non-executive Directors)) are exercised on or before the Record Date). Parties
acting in concert with World Gain together holding Outstanding Options attaching subscription rights
to subscribe for 6,600,000 Shares and Mr. Gu Laiyun and Ms. Xu Zhen (both are non-executive Directors)
together holding 3,800,000 Outstanding Options, have indicated that they will not exercise their
Outstanding Options on or before completion of the Rights Issue.
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World Gain has the intention to apply for and take up in aggregate 211,470,000
excess Rights Shares and pay for such number of excess Rights Shares that may be allocated
to it under the allocation of the excess Rights Shares to the Qualifying Shareholders who
have applied for excess Rights Shares and will make an application for the said excess
Rights Shares by way of application for excess Rights Shares as soon as practicable after
the grant of the Whitewash Waiver and approval by the relevant Independent Shareholders
of, inter alia, the Whitewash Waiver. In allocating the excess Rights Shares, regards will be
made to the principles set out in the paragraph headed “Application for excess Rights
Shares” in the section headed “Proposed Rights Issue” above and World Gain’s application
for excess Rights Shares will not give it or any parties acting in concert with it any
preference in receiving the allocation of the excess Rights Shares otherwise than in
accordance with such principles.

Under the terms of the Underwriting Agreement, the Company and the Underwriter
agreed that if the conditions of the Rights Issue are fulfilled or waived on or before the
Latest Acceptance Time (or such later time and/or date as the Company and the
Underwriter may determine in writing) and the Underwriting Agreement becomes
unconditional and is not terminated in accordance with the terms thereof, the Company
shall on or before 6:00 p.m. on the first Business Day after the Latest Acceptance Time
notify or procure its share registrar in Hong Kong on behalf of the Company to notify the
Underwriter in writing of the number of Underwritten Shares not taken up by Qualifying
Shareholders on or before the Latest Acceptance Time (“Untaken Shares”) and the
Underwriter shall subscribe for the Untaken Shares not later than 4:00 p.m. on the third
Business Day after the date of the Latest Acceptance Time and pay the relevant Subscription
Monies not later than 4:00 p.m. on the fourth Business Day after the date of the Latest
Acceptance Time in full.

Termination of the Underwriting Agreement

The Underwriting Agreement contains provisions granting the Underwriter, by
notice in writing, the right to terminate the Underwriter’s obligations thereunder on
the occurrence of certain events. The Underwriter may terminate the Underwriting
Agreement on or before the Latest Time for Termination if prior to the Latest Time for
Termination:

(@) in the reasonable opinion of the Underwriter, the success of the Rights
Issue would be materially and adversely affected by:

(i)  the introduction of any new regulation or any change in existing law
or regulation (or the judicial interpretation thereof) or other occurrence
of any nature whatsoever which may in the reasonable opinion of the
Underwriter materially and adversely affect the business or the
financial or trading position or prospects of the Group as a whole or
is materially adverse in the context of the Rights Issue; or
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(ii) the occurrence of any local, national or international event or change
(whether or not forming part of a series of events or changes occurring
or continuing before, and/or after the date of the Underwriting
Agreement), of a political, military, financial, economic or other nature,
or in the nature of any local, national or international outbreak or
escalation of hostilities or armed conflict, or affecting local securities
markets which may, in the reasonable opinion of the Underwriter
materially and adversely affect the business or the financial or trading
position or prospects of the Group as a whole; or

(iii) any material adverse change in the business or in the financial or
trading position or prospects of the Group as a whole; or

(b) any material adverse change in market conditions (including, without
limitation, a change in fiscal or monetary policy or foreign exchange or
currency markets, suspension or restriction of trading in securities, and a
change in currency conditions for the purpose of this clause includes a
change in the system under which the value of the Hong Kong currency is
pegged with that of the currency of the United States of America) occurs
which in the reasonable opinion of the Underwriter makes it inexpedient or
inadvisable to proceed with the Rights Issue; or

(c)  the circular in relation to the Rights Issues or the Prospectus when published
contain information (either as to business prospects or the condition of the
Group or as to its compliance with any laws or the Listing Rules or any
applicable regulations) which has not prior to the date of the Underwriting
Agreement been publicly announced or published by the Company and
which may in the reasonable opinion of the Underwriter is material to the
Group as a whole upon completion of the Rights Issue and is likely to
affect materially and adversely the success of the Rights Issue or might
cause a prudent investor not to accept the Rights Shares provisionally allotted
to it.

As at the Latest Practicable Date, as far as the Company is aware, there is no
information falling within paragraph (c) above.

If the Underwriting Agreement is terminated by the Underwriter on or before the
aforesaid deadline or does not become unconditional, the Underwriting Agreement
shall terminate (save in respect of any rights and obligations which may accrue under
the Underwriting Agreement prior to such termination) and neither the Company nor
the Underwriter shall have any claim against the other party for costs, damages,
compensation or otherwise and the Rights Issue will not proceed.
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Pursuant to the Underwriting Agreement, the Underwriter is entitled by notice in
writing to rescind the Underwriting Agreement if prior to the Latest Time for
Termination:

(a) any material breach of any of the warranties or undertakings contained in
the Underwriting Agreement comes to the knowledge of the Underwriter;
or

(b) any event occurring or matter arising on or after the date of the Underwriting
Agreement and prior to the Latest Time for Termination which if it had
occurred or arisen before the date of the Underwriting Agreement would
have rendered the warranties contained in the Underwriting Agreement
untrue or incorrect in any material aspect comes to the knowledge of the
Underwriter.

WARNING OF THE RISK OF DEALING IN THE SHARES AND NIL-PAID RIGHTS
SHARES

The Shares will be dealt in on an ex-rights basis from 13 March 2007. Dealings in
the Rights Shares in their nil-paid form will take place from 23 March 2007 to 30 March
2007 (both days inclusive). If the conditions of the Rights Issue are not fulfilled and/or
waived on or before the Latest Acceptance Time (or such later time and/or date as the
Company and the Underwriter may determine in writing), or the Underwriting
Agreement is terminated by the Underwriter, the Rights Issue will not proceed and the
Rights Issue will lapse.

Any persons contemplating buying or selling Shares from the date of the
Announcement dated 9 January 2007 up to the date on which all the conditions of the
Rights Issue are fulfilled or waived, and any dealings in the Rights Shares in their nil-
paid form between 23 March 2007 to 30 March 2007 (both dates inclusive), bear the risk
that the Rights Issue may not become unconditional or may not proceed.

Any Shareholders or other persons contemplating dealing in the Shares or nil-
paid Rights Shares are recommended to consult their own professional advisers.

CHANGES IN SHAREHOLDING STRUCTURE

Set out below is the shareholding structure of the Company as at the Latest Practicable
Date and immediately after completion of the Rights Issue assuming that there is no
change in the shareholding structure of the Company from the Latest Practicable Date to
immediately before completion of the Rights Issue save pursuant to the exercise of
Outstanding Options (other than the 6,600,000 Outstanding Options held by parties acting
in concert with World Gain and the 3,800,000 Outstanding Options held by Mr. Gu Laiyun
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and Ms. Xu Zhen (both are non-executive Directors)) and the transactions contemplated
under the Underwriting Agreement:

As at the date of the

Immediately after
completion of the Rights
Issue (assuming no
Outstanding Options are
exercised on or before
completion of the Rights
Issue and assuming no
Shareholders (other than
World Gain) have taken up
rights entitlements and the
maximum 211,470,000 excess
Rights Shares are allocated

Immediately after
completion of the Rights Issue
(assuming all Outstanding
Options (other than the
6,600,000 Outstanding
Options held by parties acting
in concert with World Gain
and the 3,800,000
Outstanding Options held by
Mr. Gu Laiyun and Ms. Xu Zhen
(both are non-executive
Directors)) are exercised on or
before the Record Date and
assuming no Shareholders
(other than World Gain) have
taken up rights entitlements
and the maximum
211,470,000 excess Rights
Shares are allocated

Latest Practicable Date to World Gain) to World Gain)

Name of Approximate Approximate Approximate
Shareholder/ No. of percentage No. of percentage No. of percentage
Beneficial owner  Shares held shareholdings  Shares held shareholdings  Shares held shareholdings
World Gain and

parties acting in

concert with it 608,201,500 30.06%  1,002,131,950 38.10%  1,002,131,950 37.54%

(Note 1) (Note 1)

Sub-total: 608,201,500 30.06%  1,002,131,950 38.10%  1,002,131,950 37.54%
Directors of

the Company’s

subsidiaries

(note 2) Nil 0% Nil 0% 16,350,000 0.61%
Oriental Patron

Asia Limited Nil 0% 213,121,040 8.10% 222,091,040 8.32%
Public 1,415,303,468 69.94%  1,415,303,468 53.80%  1,428,853,468 53.53%
Total 2,023,504,968 100%  2,630,556,458 100%  2,669,426,458 100%
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Notes:

1. Such interests represent the sum of (a) the 608,201,500 Shares currently held by World Gain; (b) the
182,460,450 Rights Shares to be provisionally allotted to World Gain in respect of such 608,201,500
Shares which World Gain has undertaken to take up under the Rights Issue; and (c) the maximum
211,470,000 excess Rights Shares are allocated and taken up by World Gain by way of application for
Excess Rights Shares under the Rights Issue.

2. Such interests represent the aggregate shareholding interests of the directors of the Company’s
subsidiaries (not including interests held by parties acting in concert with World Gain) in the Company
assuming all their Outstanding Options (other than the 6,600,000 Outstanding Options held by parties
acting in concert with World Gain and the 3,800,000 Outstanding Options held by Mr. Gu Laiyun and
Ms. Xu Zhen (both are non-executive Directors)) are exercised on or before the Record Date and none of
them take up the Rights Shares provisionally allotted to each of them.

3. Parties acting in concert with World Gain together holding Outstanding Options attaching subscription
rights to subscribe for 6,600,000 Shares and Mr. Gu Laiyun and Ms. Xu Zhen (both are non-executive
Directors) together holding 3,800,000 Outstanding Options, have indicated that they will not exercise
their Outstanding Options on or before completion of the Rights Issue.

Shareholders and public investors should note that the above shareholding changes
are for illustration purposes only and the actual changes in the shareholding structure of
the Company upon completion of the Rights Issue are subject to various factors, including
the results of acceptance of the Rights Issue.

EFFECT OF BAD WEATHER ON THE LATEST TIME FOR ACCEPTANCE AND
PAYMENT FOR THE RIGHTS SHARES

If there is a “black” rainstorm warning or a tropical cyclone warning signal number
8 or above in force in Hong Kong on the latest date for acceptance of and payment for the
Rights Shares at any local time between 12:00 noon and 4:00 p.m., the Latest Acceptance
Time will be postponed to 4:00 p.m. on the following Business Day, which does not have
either of those warnings in force in Hong Kong at any time between 12:00 noon and 4:00
p-m.. Accordingly, the dates subsequent to the expected date of the Latest Acceptance
Time mentioned in the section headed “Expected timetable for the Rights Issue” in this
circular may be affected. A press announcement will be made by the Company in such
event as soon as practicable.

WHITEWASH WAIVER

World Gain has the intention to apply for and take up in aggregate 211,470,000
excess Rights Shares and pay for such number of excess Rights Shares that may be allocated
to it under the allocation of the excess Rights Shares to the Qualifying Shareholders who
have applied for excess Rights Shares and will make an application for the said excess
Rights Shares by way of application for excess Rights Shares as soon as practicable after
the grant of the Whitewash Waiver and approval by the relevant Independent Shareholders
of, inter alia, the Whitewash Waiver.
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If no Qualifying Shareholder (other than World Gain and parties acting in concert
with it) takes up any Rights Shares under the Rights Issue, a maximum of 211,470,000
excess Rights Shares will be allocated to World Gain, if World Gain implements its intention
to take up all these excess Rights Shares. In such event, World Gain will hold
1,002,131,950 Shares (assuming that no Outstanding Options are exercised on or before
the Record Date) and 1,002,131,950 Shares (assuming all Outstanding Options (other than
the 6,600,000 Outstanding Options held by parties acting in concert with World Gain and
the 3,800,000 Outstanding Options held by Mr. Gu Laiyun and Ms. Xu Zhen (both are non-
executive Directors)) are exercised in full on or before the Record Date).

Parties acting in concert with World Gain hold Outstanding Options to subscribe for
6,600,000 Shares and Mr. Gu Laiyun and Ms. Xu Zhen (both are non-executive Directors)
hold Outstanding Options to subscribe for 3,800,000 Shares, have indicated that they will
not exercise their Outstanding Options on or before completion of the Rights Issue.

The taking up of the maximum 211,470,000 excess Right Shares by way of application
for excess Rights Shares by World Gain would result in the aggregate shareholdings in the
Company of World Gain and parties acting in concert with it being increased from
approximately 30.06% to approximately 38.1% (assuming no Outstanding Options are
exercised on or before the Record Date), or to approximately 37.54% (assuming all the
Outstanding Options (other than the 6,600,000 Outstanding Options held by parties acting
in concert with World Gain and the 3,800,000 Outstanding Options held by Mr. Gu Laiyun
and Ms. Xu Zhen (both are non-executive Directors)) are exercised in full on or before the
Record Date) and will trigger an obligation for World Gain and parties acting in concert
with it to make a mandatory offer under Rule 26 of the Takeovers Code for all the Shares
and securities issued by the Company not already held by World Gain and parties acting
in concert with it.

The possible increase of the aggregate shareholding of World Gain and parties acting
in concert with it of approximately 8.04% from approximately 30.06% to approximately
38.1% (assuming no Outstanding Options are exercised on or before the Record Date), or
of approximately 7.48% from approximately 30.06% to approximately 37.54% (assuming
all the Outstanding Options (other than the 6,600,000 Outstanding Options held by parties
acting in concert with World Gain and the 3,800,000 Outstanding Options held by Mr. Gu
Laiyun and Ms. Xu Zhen (both are non-executive Directors)) are exercised in full on or
before the Record Date) as a result of the taking up of the maximum 211,470,000 excess
Right Shares by way of application for excess Rights Shares by World Gain under the
Rights Issue represents an increase over and above the limit as allowed by the 2% creeper
mentioned in the Takeovers Code.

A formal application has been made by World Gain to the Executive for the
Whitewash Waiver pursuant to Note 1 on dispensations from Rule 26 of the Takeovers
Code. The Executive has agreed that the Whitewash Waiver will be granted subject to the
approval of the Independent Shareholders to the Rights Issue at the EGM by way of poll,
which World Gain and parties acting in concert with it and Shareholders who are involved
in or interested in the Rights Issue, the Underwriting Agreement and the Whitewash
Waiver will abstain from voting on the relevant resolution.

28—



LETTER FROM THE BOARD

It is a condition precedent to the completion of the Rights Issue that the Whitewash
Waiver is granted by the Executive. If the Whitewash Waiver is not granted by the Executive
or if the condition imposed thereon is not fulfilled, the Rights Issue will not proceed.

DEALINGS OF THE SHARES BY WORLD GAIN AND ITS CONCERT PARTIES AND
OTHER MISCELLANEOUS MATTERS

On 8 August 2006, a top-up placing agreement was entered into between the
Company, World Gain and the Oriental Patron as placing agent, pursuant to which World
Gain sold 332 million Shares and subscribe for the same number of Shares at a price of
HK$0.30 per Share. Completion of the top-up subscription took place on 18 August 2006.
As a result of the top-up subscription, the shareholding of World Gain and parties acting
in concert with it in the Company was reduced from approximately 36.05% to approximately
30.12%. Other than the said top-up subscription, there has been no dealing of Shares and
other securities in the Company by World Gain and parties acting in concert with it for
the six months period immediately prior to the date of the Announcement dated 9 January
2007.

As at the date of the Latest Practicable Date, other than approximately 30.06% of the
issued share capital of the Company beneficially owned by World Gain and parties acting
in concert with it and the Outstanding Options attaching subscription right to subscribe
for 6,600,000 Shares held by the parties acting and presumed to be acting in concert with
World Gain, (a) World Gain and parties acting or presumed to be acting in concert with it
do not hold any other shares, convertible securities, warrants or options of the Company,
or any outstanding derivative in respect of securities in the Company; (b) there is no
arrangement (whether by way of option, indemnity or otherwise) in relation to shares of
World Gain or the Company and which may be material to the Whitewash Waiver and the
Rights Issue; and (c) there are no agreements or arrangements to which World Gain is a
party which related to the circumstances in which it may or may not invoke or seek to
invoke a pre-condition or a condition to the Whitewash Waiver and the Rights Issue, other
than the transactions contemplated under the Underwriting Agreement and as disclosed
in this circular.
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PROPOSED REFRESHMENT OF GENERAL MANDATE TO ISSUE SHARES AND
REPURCHASE SHARES

Background

At the AGM, approval was given by the Shareholders for the granting of the following
mandates to the Directors:

(1)  the Current Share Issue Mandate to allot, issue and deal with up to 337,420,993
new Shares, representing 20% of the aggregate nominal amount of the share
capital of the Company in issue as at the date of passing of the relevant
resolution at the AGM;

(2)  the Current Share Repurchase Mandate to repurchase up to 168,710,496 Shares,
representing 10% of the aggregate nominal amount of the share capital of the
Company in issue as at the date of passing of the relevant resolution at the
AGM; and

(3)  the Current Extension Mandate to the effect that any Shares repurchased under
the Current Share Repurchase Mandate will be added to the total number of
Shares which may be allotted and issued under the Current Share Issue
Mandate.

As disclosed in the announcement dated 8 August 2006 of the Company, the Top-Up
Subscription Agreement was entered into between the Company, World Gain and Oriental
Patron as placing agent, pursuant to which the Company had placed a total of 332,000,000
new Shares under the Current Share Issue Mandate granted at the AGM.

The Current Share Issue Mandate granted to the Directors at the AGM to allot, issue
and deal with up to 337,420,993 new Shares has therefore been utilized to the extent of
332,000,000 new Shares for the Top-Up Subscription, representing approximately 19.68%
of the total amount of issued share capital of the Company as at the date of the AGM. As a
result of the Top-Up Subscription, the amount, in percentage term, of the unused part of
the Current Share Issue Mandate is approximately 1.6%.

Reasons for, and benefit of, the Refreshment Mandate
The Directors consider it in the best interests of the Company and the Shareholders:
(1) to grant the New Share Issue Mandate to the Directors, which allows greater
flexibility for the Company to capture fund raising opportunities should they
arise; and
(2) to grant the New Repurchase Mandate to the Directors, which allows greater

flexibility for the Company to repurchase Shares as and when the Directors
consider it appropriate and desirable.
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Refreshment Mandate
Ordinary resolutions will therefore be proposed at the EGM:

(1) to revoke the Current Share Issue Mandate, the Current Share Repurchase
Mandate and the Current Extension Mandate;

(2)  to grant the New Share Issue Mandate to the Directors, in terms set out in the
notice of the EGM, to allot, issue and deal with unissued Shares the aggregate
nominal amount of which shall not exceed 20% of the aggregate nominal
amount of the issued share capital of the Company as at the date of passing of
such resolution at the EGM;

(3)  to grant the New Share Repurchase Mandate to the Directors, in terms set out
in the notice of the EGM, to repurchase Shares of an aggregate nominal amount
of up to 10% of the aggregate nominal amount of the issued share capital of
the Company as at the date of passing of such resolution at the EGM; and

(4) to grant the New Extension Mandate to the Directors, in terms set out in the
notice of the EGM, to the effect that any Shares repurchased under the New
Share Repurchase Mandate will be added to the total number of Shares which
may be allotted and issued under the New Share Issue Mandate.

Subject to the passing of the proposed resolutions for the grant of the New Share
Issue Mandate and the New Share Repurchase Mandate, based on a total of 2,023,504,968
Shares in issue of the Company as at the Latest Practicable Date and presuming that the
issued share capital of the Company remains unchanged up to the date of the EGM, the
Company will be allowed:

(1)  to allot and issue up to 404,700,993 Shares under the New Share Issue Mandate
(representing 20% of the 2,023,504,968 Shares in issue as at the Latest Practicable
Date, assuming that the issued share capital of the Company remained
unchanged up to the date of the EGM), and adding to such mandate so granted
to the Directors any Shares representing the aggregate nominal amount (up to
a maximum of 10% of the aggregate nominal amount of the Company’s issued
share capital) of the Shares repurchased by the Company after the granting of
the New Share Repurchase Mandate; and

(2)  to repurchase up to 202,350,496 Shares under the New Repurchase Mandate.
The Directors wish to state that they have no immediate plan to repurchase any
Shares and/or to allot and issue any new Shares, other than such Shares which may fall to

be allotted and issued under the Rights Issue, the Service Agreement and upon the exercise
of any options which may be granted under the Share Option Scheme.
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Refreshment and utilization of the Current Share Issue Mandate since the date of the
AGM

There was no refreshment of the Current Share Issue Mandate since the date of the
AGM and up to the Latest Practicable Date.

Since the date of the AGM and up to the Latest Practicable Date, the Current Share
Issue Mandate has been ultilised to the extent of 332,000,000 Shares for the Top-Up
Subscription. A total net proceeds of approximately HK$98.1 million were raised from the
Top-Up Subscription. As at the Latest Practicable Date, of the HK$98.1 million net proceeds
raised, approximately HK$12.6 million had been ultilised for repayment of loan,
approximately HK$36.7 million had had been ultilised for investment in the Group’s
property development business in the PRC and approximately HK$48.8 million had not
been ultilised. The Company intends to use the amount of the net proceeds not yet ultilised
for the proposed uses as announced in the Company’s announcement of 8 August 2006
(i.e., about 60% thereof for investment in the Group’s property development business in
the PRC and as to the remaining 40% thereof for the general working capital of the
Company, subject to such adjustment as to amount and proportion as the Directors consider
appropriate).

Period during which the New Share Issue Mandate and the New Share Repurchase
Mandate will remain in force

The New Share Issue Mandate and the New Share Repurchase Mandate, if granted,
will continue in force during the period ended on the earliest of:

(1)  the conclusion of the next annual general meeting of the Company after the
EGM; or

(2)  the date on which such authority is revoked or varied by an ordinary resolution
passed in a general meeting of the Company; or

(3)  the date by which the next annual general meeting of the Company after the
EGM is required by laws or the Articles, the Companies Ordinance or any
applicable law of Hong Kong to be held.

Independent Shareholders’ approval

The Board will seek approval from the Independent Shareholders to the Transaction(s)
(i.e., Shareholders other than World Gain and its associates) at the EGM for the proposed
ordinary resolutions as set out above, including the refreshment of the Current Share
Issue Mandate.

The Independent Board Committee of the Transaction(s) comprising all the
independent non-executive Directors, namely Mr. Kwong Che Keung, Gordon, Mr. Tsui
Yiu Wa, Alec and Mr. Lao Youan, has been established to advise the Independent
Shareholders to the Transaction(s) as to whether the terms of the Refreshment Mandate
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are fair and reasonable and whether the Refreshment Mandate is in the interests of the
Company and the Shareholders as a whole, and to advise the Independent Shareholders
to the Transaction(s) on how to vote, taking into account the recommendations of the
independent financial adviser.

CIMB-GK has been appointed by the Company to advise the Independent Board
Committee of the Transaction(s) and the Independent Shareholders to the Transaction(s)
on whether the terms of the Refreshment Mandate are fair and reasonable and whether
the Refreshment Mandate is in the interests of the Company and the Shareholders as a
whole.

Explanatory statement

Under the Listing Rules, the Company is required to give the Shareholders all
information which is reasonably necessary to enable the Shareholders to make an informed
decision as to whether to vote for or against the resolution in respect of the New Share
Repurchase Mandate at the EGM. An explanatory statement for such purpose is set out in
Appendix IV to this circular.

PROPOSED GRANT OF SPECIFIC MANDATE TO ISSUE SHARES

On 9 January 2007, the Company and Oriental Patron entered into an agreement
(“Service Agreement”) for the provision by Oriental Patron to the Company of services in
relation to proposed fund raising of an estimated aggregate amount of not less than
HK$500 million (not including, funds (if any) provided by the controlling shareholder (as
defined in the Listing Rules) of the Company and/or the subsidiaries of such controlling
shareholder). The Company may require additional funds for its future business plan. The
amount of additional funds to be raised would depend on the future financial needs of
the Company. As at the date of the Latest Practicable Date, there was no concrete plan on
the size, method and timetable for such fund raising exercise and the Directors have not
identified any specific projects or investments in relation to the future business plans.
However, any future business plans are likely to be in one of the Group’s principal
activities, i.e., property investment, property development, trade and production of cement
and investment holding. The Directors consider that a sound and strong capital reserve
would be beneficial to the Company in the long run in enabling the Group to capture
opportunities that may arise and respond fast to the market opportunities, developments
and prospects, in particular, in view of the heavy funding requirements normally requires
for investment in any of the Group’s principal activities.

To the best of the Directors’” knowledge, information and belief having made all
reasonable enquiry, the principal activity of Oriental Patron is the provision of securities
dealing, corporate finance advisory and asset management services and its ultimate
beneficial owners are independent third parties.
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The Company is to remunerate Oriental Patron for the services to be provided
under the Service Agreement by the allotment and issue of Shares (the “Consideration
Shares”) in the event that Oriental Patron should succeed in raising funds (not including,
funds (if any) provided by the controlling shareholder (as defined in the Listing Rules) of
the Company and/or the subsidiaries of such controlling shareholder) for the Company.

In respect of the Consideration Shares to be allotted and issued:

(1)  subject to adjustment set out in paragraph (2) immediately below, they will be
in number of not more than 1% of the entire issued Shares as at 31 December
2006 (“Total Issued Shares”) (note 1) for every HK$100 million raised (not
including, funds (if any) provided by the controlling shareholder (as defined
in the Listing Rules) of the Company and/or the subsidiaries of such controlling
shareholder), and subject to a maximum of not more than 8% of the Total
Issued Shares in number, i.e.,

Aggregate amount of Aggregate maximum number of

fund raised Consideration Shares

HK$100 million 1% of the Total Issued Shares (equivalent to
20,235,049 Shares) (note 2)

HK$200 million 2% of the Total Issued Shares (equivalent to
40,470,099 Shares) (note 2)

HK$300 million 3% of the Total Issued Shares (equivalent to
60,705,149 Shares) (note 2)

HK$400 million 4% of the Total Issued Shares (equivalent to
80,940,198 Shares) (note 2)

HK$500 million 5% of the Total Issued Shares (equivalent to
101,175,248 Shares) (note 2)

HK$600 million 6% of the Total Issued Shares (equivalent to
121,410,298 Shares) (note 2)

HK$700 million 7% of the Total Issued Shares (equivalent to
141,645,347 Shares) (note 2)

HK$800 million or more 8% of the Total Issued Shares (equivalent to

161,880,397 Shares) (note 2)

Notes:

(1) There were 2,023,504,968 Shares in issue as at 31 December 2006.

(2) The percentage will be adjusted in proportion to the amount raised if this is less than
HK$100 million or less than an integral multiple of HK$100 million and rounded down

to the nearest HK$10,000,000.

3) The maximum number of Consideration Shares to be issued is not to be more than 8% of
the Total Issued Shares.
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(2)  their number will be adjusted in accordance with the formula (“Formula”) set
out below:
Number of Consideration Shares _ g [(C - D)/C]
to be allotted and issued

where:
A is the Total Issued Shares

B is the percentage as calculated in accordance with paragraph (1)
immediately above

C is the average closing price per Share for the five trading days up to and
including the date of receipt by the Company of a written notice from
Oriental Patron requesting for the allotment and issue of the
Consideration Shares

D is HK$0.42 on or prior to 31 December 2007 and HK$0.44 from 1 January
2008, subject to adjustment in the event of, among other matters,
capitalization, bonus issue, rights issue, open offer, sub-division or
consolidation of Shares and other events of the Company

(3) no fraction of a Share will be issued and any fraction of a Share will be
ignored.

The values for D (being HK$0.42 for the year 2007 and HK$0.44 for the year 2008) of
the Formula are determined after arm’s-length negotiation between the Company and
Oriental Patron with reference to the historical prices of the Shares in 2006.

The Company will identify new projects or investment opportunities and will discuss
with and/or inform Oriental Patron about the funding needs of the Company, if any.
Based on the needs of the Company, Oriental Patron will advise the Company on the fund
raising plans and if considered appropriate, identify and solicit strategic investors for the
Company. When funds are invested by the investors into the Company and/or its
subsidiaries (not including, funds (if any) provided by the controlling shareholder (as
defined in the Listing Rules) of the Company and/or the subsidiaries of such controlling
shareholder), Oriental Patron may at any time up to 30 June 2008 (“Long Stop Date”)
request for the allotment and issue of the Consideration Shares by the service of a written
notice to the Company (“Written Notice”) and the Company shall within one month from
the date of receipt of the Written Notice effect the allotment and issue of the Consideration
Shares to Oriental Patron, provided that:

(1) the Company is only obliged to allot and issue 50% of the Consideration
Shares to Oriental Patron if the aggregate amount of funds raised (not
including, funds (if any) provided by the controlling shareholder (as defined
in the Listing Rules) of the Company and/or the subsidiaries of such controlling

— 35 -



LETTER FROM THE BOARD

shareholder) at the time when the Written Notice is received by the Company
is less than HK$500 million. The remaining unissued Consideration Shares
will only be allotted and issued to Oriental Patron when the aggregate amount
of funds raised is more than HK$500 million provided that the Written Notice
is received by the Company on or prior to the Long Stop Date; and

(2) the Company is not obliged to allot and issue any Consideration Shares in
respect of Written Notice which is received by the Company after the Long
Stop Date.

Oriental Patron has undertaken in favour of the Company not to sell or otherwise
dispose of the Consideration Shares allotted and issued unless and until the aggregate
amount of fund raised (not including, funds (if any) provided by the controlling shareholder
(as defined in the Listing Rules) of the Company and/or the subsidiaries of such controlling
shareholder) is equal to or more than HK$500 million or after 30 June 2008, whichever is
the earlier.

The Consideration Shares will rank pari passu with all the then existing issued Shares.
The Consideration Shares will not be issued under the existing general mandate granted
to the Directors at the AGM nor the Refreshment Mandate, but the Company will seek the
grant of a specific mandate (“Specific Mandate”) from the Shareholders (which is in addition
to, and will not prejudice nor revoke the Refreshment Mandate) to allot and issue Shares
to satisfy the allotment and issue of the Consideration Shares.

The period of services to be provided by Oriental Patron under the Service Agreement
will be from the date when the Specific Mandate is approved by the Shareholders up to 30
June 2008.

The scope of services to be provided by Oriental Patron under the Service Agreement
includes, inter alia:

(1) advising on the reorganization of the Group, including the financial aspects of
its business development plan;

(2) advising on fund raising plans and soliciting strategic investors;

(3)  assist in assets acquisition of the Group;

(4) raising fund of an estimated aggregate amount of not less than HK$500 million
(excluding funds which may be injected by the controlling shareholder (as
defined in the Listing Rules) of the Company and the subsidiaries of such

controlling shareholder);

(5)  assisting in the preparation of relevant announcements, circulars and/or other
documents, if necessary; and

(6) liaising with the regulators and other relevant professional parties.
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The fund raising exercises contemplate under the Service Agreement include equity
and/or debt financing such as placing of shares and/or issue of convertible securities of
the Company and/or its associates but does not include funds provided by the controlling
shareholder (as defined in the Listing Rules) of the Company and/or the subsidiaries of
such controlling shareholder. The scope of services to be provided by Oriental Patron
under the Service Agreement does not include the arrangement of bank borrowing.

The terms of the Service Agreement are arrived at after arm’s-length negotiation
between the Company and Oriental Patron. The remuneration by way of Consideration
Shares of services to be rendered by Oriental Patron under the Service Agreement allows
the Company to reduce the expenses such as placing commission and/or advisory fee and
enable the Company to retain funds for its uses.

Oriental Patron was appointed as placing agent for the top-up placing as announced
by the Company on 8 August 2006 which was successfully implemented. The Directors
consider that Oriental Patron is capable of accomplishing the works to be performed by it
under the Service Agreement.

The Directors consider that the consideration for the Service Agreement is fair and
reasonable on the basis that:

(1) in the best scenario, if the average closing price of the Shares for the five
trading days up to and including the date of receipt of the Written Notice is
below HK$0.42 during the year 2007 and HK$0.44 during the year 2008, the
Company will not need to issue and allot any Consideration Shares or pay
any fees (except all out-of-pocket expenses) to Oriental Patron despite services
are provided to the Company;

(2) if the aggregate fund raised (not including, funds (if any) provided by the
controlling shareholder (as defined in the Listing Rules) of the Company and/
or the subsidiaries of such controlling shareholder) pursuant to the Service
Agreement is below HK$500 million, the Company is only obliged to allot and
issue half of the Consideration Shares and that it is at the discretion of the
Company to determine the size of the funds to be raised;

(3)  the number of Consideration Shares is capped at 8% of the Total Issued Shares;
and

(4) according to the Formula, Oriental Patron will always be receiving less than

1% of the Total Issued Shares (i.e. approximately 20 million Shares) for every
HK$100 million raised.
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The Service Agreement is conditional upon fulfillment of the following conditions
on or before 31 March 2007 (or such later date as the parties may agree):

(1)  the passing of an ordinary resolution by the Shareholders at the EGM
approving, among other matters, the grant of the Specific Mandate and
authorising the Board to allot and issue the Consideration Shares; and

(2)  the Listing Committee of the Stock Exchange having granted listing of and
permission to deal in the Consideration Shares either unconditionally or subject
to such condition as may be reasonably acceptable to the Company.

In the event that the above conditions have not been fulfilled on or before the above
timeline, the Service Agreement shall lapse and no party shall make any claim against the
other in respect thereof.

The Company has applied to the Listing Committee of the Stock Exchange for the
listing of, and permission to deal in, the Consideration Shares.

Recommendation

The Directors consider that the terms of the Service Agreement are fair and reasonable
and that the Service Agreement is in the interests of the Company and the Shareholders as
a whole. Accordingly, the Directors recommend the Shareholders to vote in favour of the
resolution numbered 6 to approve the Specific Mandate as set out in the notice of the
EGM.
EGM

There is set out on pages 188 to 194 of this circular a notice convening the EGM to
be held at 10:30 a.m. on Monday, 19 March 2007 at Lavender Room, 27th Floor, The Park
Lane Hong Kong, 310 Gloucester Road, Hong Kong, at which ordinary resolutions will be
proposed to consider and, if thought fit, by the Shareholders to approve:

1. the Rights Issue;

2. the Whitewash Waiver;

3. the revocation of the Current Share Issue Mandate, the Current Share

Repurchase Mandate and the Current Extension Mandate and the grant of the

Refreshment Mandate; and

4. the grant of the Specific Mandate.
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At the EGM:

(1)  World Gain and its associates and parties acting in concert with any of them;
and those who are involved in or interested in the Underwriting Agreement,
the proposed Rights Issue and the Whitewash Waiver will abstain from voting
on resolution numbered 1 to approve the Rights Issue and resolution numbered
2 to approve the Whitewash Waiver, both as set out in the notice of the EGM;

(2)  World Gain and its associates will abstain from voting on resolution numbered
3, 4 and 5 to approve the grant of the Refreshment Mandate as set out in the
notice of the EGM; and

(3) Oriental Patron and its associates will abstain from voting on resolution
numbered 6 to approve the grant of the Specific Mandate as set out in the
notice of the EGM. Oriental Patron has confirmed that it and its associates do
not hold any Shares as at the date of this circular.

A form of proxy for use at the EGM is enclosed with this circular. Whether or not
you are able to attend the EGM in person, you are requested to complete and return the
enclosed form of proxy in accordance with the instructions printed thereon and deposit it
with the Company’s share registrar, Computershare Hong Kong Investor Services Limited,
at Rooms 1806-1807, 18th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong as soon as possible and in any event not less than 48 hours before the time appointed
for the holding of the EGM or any adjournment thereof. Completion and return of the
form of proxy shall not preclude you from attending and voting at the EGM or any
adjournment of it if you so wish.

RECOMMENDATION

Your attention is drawn to the letter from each of the Independent Board Committees
set out on pages 40 to 42 of this circular which contains its recommendation to the
Independent Shareholders as to voting at the EGM in relation to (a) the Rights Issue and
the Whitewash Waiver; and (b) the Refreshment Mandate.

Your attention is also drawn to the letter from CIMB-GK which contains its advice
to the Independent Board Committees and the Independent Shareholders as regards the
(a) the Rights Issue and the Whitewash Waiver; and (b) the Refreshment Mandate and the
principal factors and reasons considered by it in arriving thereat. The text of the letter
from CIMB-GK is set out on pages 43 to 69 of this circular.

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the appendices to
