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DEFINITIONS

In this circular (other than in the notice of the EGM and the accompanying form of
proxy), the following expressions have the meanings correspondingly ascribed below unless the

context otherwise requires:

“ACHL” Allied Cement Holdings Limited, a company
incorporated in the Cayman Islands with limited liability,
the shares of which are listed on the Main Board of the
Stock Exchange and the 75% shareholding interest of
which is indirectly owned by the Company

“ACHL Group” ACHL and its subsidiaries
“ACHL Prospectus” the prospectus of ACHL dated 30th December, 2011
“All-Shanghai” All-Shanghai Inc., a company incorporated in the British

Virgin Islands with limited liability and whose entire
issued share capital is indirectly held as to approximately
83.33% by ACHL

“Allied Wangchao” Shandong Allied Wangchao Cement Limited (1L T
SEIKVPEABR/AF]), a company incorporated in the PRC
with limited liability and whose entire equity interest is
indirectly wholly-owned by ACHL, which carries out the
operations of the ACHL Group in Shandong province

“Bailonggang Project” development of new cement production facilities at
Bailonggang (F1#E#5), Pudong, Shanghai, the PRC

“Board” the board of Directors

“Business Day(s)” a day on which banks in Hong Kong are open for business
other than (i) a Saturday or (ii) a “general holiday” as
defined in Section 2 of the General Holidays Ordinance
(Cap.149 of the Laws of Hong Kong), or one of the days
specified from time to time in the schedule to that
Ordinance as being “general holidays” under Section 3
thereof or (iii) a day on which a black rainstorm warning
or tropical cyclone warning signal number 8 or above is
hoisted in Hong Kong at any time between 9:00 a.m. and
12:00 noon and is not lowered at or before 12:00 noon



DEFINITIONS

“Company”

“connected person(s)”

“Cooperation Agreement”

“Director(s)”

“EGM”

“Formal JV Contract”

“GI"OU.p”

“HK$”

“Hong Kong”

Tian An China Investments Company Limited, a
company incorporated in Hong Kong with Ilimited
liability, the Shares of which are listed on the Main Board
of the Stock Exchange

having the meaning ascribed to it under the Listing Rules

B % M HEWE IE H A VE WA #) (Bailonggang Project
Construction Cooperation Agreement¥) dated 13th
February, 2012 entered into between Shanghai Building
Material and Shanghai SAC with respect to the
development of Bailonggang Project

the director(s) of the Company

the extraordinary general meeting of the Company to be
convened at Plaza 4, Lower Lobby, Novotel Century
Hong Kong, 238 Jaffe Road, Wanchai, Hong Kong on
Monday, 2nd April, 2012 at 10:45 a.m. or any
adjournment thereof, for the purpose of considering and,
if thought fit, approving, inter alia, the terms of the
Cooperation Agreement, the JV Principle Agreement and
the respective transactions contemplated thereunder,
notice of which is set out on pages 47 and 48 of this
circular

a formal joint venture contract to be entered into between
Shanghai SAC and Shanghai Building Material upon the
receipt of the principal approvals from the relevant PRC
government authorities on the Bailonggang Project

the Company and its subsidiaries

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Special Administrative Region of the
People’s Republic of China



DEFINITIONS

“Independent Board Committee”

“Independent Financial Adviser”

“Independent Non-Executive
Director(s)”

“Independent Shareholders”

“JV Company”

“JV Party(ies)”

“JV Principle Agreement”

“Latest Practicable Date”

an independent committee of the Board comprising all
Independent Non-Executive Directors, namely Mr.
Francis J. Chang Chu Fai, Mr. Jin Hui Zhi, Mr. Ngai Wah
Sang and Ms. Lisa Yang Lai Sum, established to advise
the Independent Shareholders in respect of the terms of
the Cooperation Agreement, the JV Principle Agreement
and the respective transactions contemplated thereunder

Centurion Corporate Finance Limited, a licensed
corporation permitted to engage in types 1, 4, 6 and 9
regulated activities as stipulated in the SFO, being
appointed as the independent financial adviser to the
Independent Board Committee and the Independent
Shareholders in respect of the Cooperation Agreement,
the JV Principle Agreement and the respective
transactions contemplated thereunder

the independent non-executive director(s) of the
Company

shareholders of the Company who are not interested in
the Cooperation Agreement and the JV Principle
Agreement and are not required under the Listing Rules
to abstain from voting at the EGM to approve the
respective  transactions contemplated under the
Cooperation Agreement and the JV Principle Agreement

a joint venture company to be established as a limited
liability company in the PRC by Shanghai Building
Material and Shanghai SAC

Shanghai Building Material and/or Shanghai SAC

CBER B A E A (AN Whak)  (Principle Agreement
for the Establishment of the JV Company*) dated 13th
February, 2012 entered into between Shanghai Building
Material and Shanghai SAC setting out the principle and
principal terms of the JV Company

13th March, 2012, being the latest practicable date prior
to the printing of this circular for ascertaining certain
information contained herein



DEFINITIONS

“Listing Rules”

“Main Board”

2

“Percentage Ratio(s)

“PRC”

“Premises Vacation”

“RMB ”»”

“SFO”

“Shandong SAC”

“Shanghai Building Material”

“Shanghai Cement Factory”

Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited

Main Board of the Stock Exchange (excludes the option
market) operated by the Stock Exchange which is
independent from and operated in parallel with the GEM
Board of the Stock Exchange

percentage ratio(s) as set out in Rule 14.07 of the Listing
Rules to be applied for determining the classification of
a transaction

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

the vacation of the Shanghai Plant as part of the city
planning and to facilitate the organisation of the World
Expo 2010 in Shanghai, and for which site relocation
compensation agreement was entered into between
Shanghai SAC and b £ HE VE VT BH B8 HCE /s R A A
(Shanghai Xuhui Binjiang Development Investment
Company Limited*) for land resumption on 27th
November, 2009

Renminbi, the lawful currency of the PRC

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

Shandong Shanghai Allied Cement Co., Ltd. (LI 5 _FHK
TEEEAPR/AF]), a company incorporated in the PRC
with limited liability and whose entire equity interest is
indirectly wholly-owned by ACHL, which carries out the
operations of the ACHL Group in Shandong province

AR (4EH)48/A ] (Shanghai Building Material
(Group) General Company*), a state-owned enterprise
holding the entire interest of Shanghai Cement Factory

/KR (Shanghai Cement Factory*), a company
incorporated in the PRC and a wholly-owned subsidiary
of Shanghai Building Material



DEFINITIONS

“Shanghai Plant”

“Shanghai SAC”

“Share(s)”

“Shareholder(s)”

“Stock Exchange”

“Transaction”

“US$”

“%”

*  for identification purpose only

the previous plant in Xuhui District, Shanghai, the PRC
operated by Shanghai SAC

Shanghai Allied Cement Co., Ltd. (& /KA RA
Al), a company incorporated in the PRC with limited
liability and whose equity interest is held as to 60% by
All-Shanghai and as to 40% by Shanghai Cement
Factory, which carries out the operations of the ACHL
Group in Shanghai

share(s) of HK$0.20 each in the issued share capital of
the Company

holder(s) of Share(s)

The Stock Exchange of Hong Kong Limited

the proposed formation of the JV Company pursuant to
the Cooperation Agreement and the JV Principle

Agreement

United States dollars, the lawful currency of the United
States

per cent.

For the purpose of this circular, translations of Renminbi into Hong Kong dollars or vice

versa have been calculated by using an exchange rate of HK$1.00 equal to RMBO0.81. Such

exchange rate has been used, where applicable, for the purpose of illustration only and does

not constitute a representation that any amounts were, may have been or will be exchanged at

such rate or any other rates or at all.
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16th March, 2012

To the Shareholders

Dear Sir or Madam,

DISCLOSEABLE TRANSACTION
AND
CONNECTED TRANSACTION

PROPOSED FORMATION OF JOINT VENTURE

1. INTRODUCTION

As stated on pages 2 to 3 of the ACHL Prospectus, prior to the Premises Vacation, the
ACHL Group had three plants, being the plants operated by each of Shandong SAC and Allied
Wangchao, and the Shanghai Plant. As part of the city planning and to facilitate the
organisation of World Expo 2010 in Shanghai, the ACHL Group had vacated the Shanghai Plant
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with a view to be relocated to the suburb Bailonggang (FHHEWS), Pudong, Shanghai at the
periphery of Shanghai Sewage Treatment Plant (L5 7/K B2 i). The ACHL Group has been
negotiating with Shanghai Municipal Government for a replacement site in Bailonggang and
aiming at commencing construction of the Bailonggang Project by the end of 2012. To achieve
that objective, the ACHL Group has come to an agreement with the PRC partner, Shanghai
Building Material, shortly after the Chinese New Year holidays in the PRC.

On 15th February, 2012, the Company announced that Shanghai SAC, an indirect non
wholly-owned subsidiary of ACHL, entered into the Cooperation Agreement and the JV
Principle Agreement with Shanghai Building Material for the purpose of setting up the JV
Company pursuant to the terms and conditions therein on 13th February, 2012.

ACHL is owned as to 75% by the Company and therefore a subsidiary of the Company.
As the applicable Percentage Ratios for the Transaction are more than 5% but less than 25%,
the Transaction constitutes a discloseable transaction for the Company pursuant to Rule
14.06(2) of the Listing Rules and is subject to reporting and announcement requirements under
Chapter 14 of the Listing Rules.

Moreover, to the best knowledge, information and belief of the Directors, Shanghai
Building Material is a connected person of the Company by virtue of its beneficial interest in
the 40% equity interest in Shanghai SAC. Accordingly, the Transaction shall also constitute a
connected transaction of the Company under Chapter 14A of the Listing Rules. Pursuant to
Rule 14A.17 of the Listing Rules, since the Transaction does not fall under any of the
categories set out in Rules 14A.16(1) to (4) of the Listing Rules, it is subject to the reporting,
announcement and independent shareholders’ approval requirements for the Company.

The purposes of this circular are:

(a) to provide you with further details of the Cooperation Agreement and the JV
Principle Agreement;

(b) to set out the recommendations from the Independent Board Committee and the
advice of the Independent Financial Adviser to the Independent Board Committee
and the Independent Shareholders on the terms of the Cooperation Agreement and
the JV Principle Agreement and the respective transactions contemplated

thereunder; and

(c) to give the Shareholders notice of the EGM to be convened for the purpose of
considering and, if thought fit, approving, inter alia, the terms of the Cooperation
Agreement and the JV Principle Agreement and the respective transactions
contemplated thereunder.

To the best knowledge, information and belief of the Directors, having made all
reasonable enquiries, no Shareholder is required to abstain from voting on the resolution put
forward at the EGM.



LETTER FROM THE BOARD

THE COOPERATION AGREEMENT

Date

13th February, 2012

Parties

(1) Shanghai Building Material; and

(2) Shanghai SAC.

As at the Latest Practicable Date, based on the information and confirmation
provided by Shanghai Building Material and to the best knowledge, information and
belief of the Directors, having made all reasonable enquiries, Shanghai Building Material
is a holding company of Shanghai Cement Factory which is a substantial shareholder
holding 40% equity interest in Shanghai SAC. Accordingly, Shanghai Building Material
is a connected person of the Company by virtue of its beneficial interest in the 40% equity
interest in Shanghai SAC, a subsidiary of the Company.

As disclosed on page 117 of the ACHL Prospectus, the 40% equity interest in
Shanghai SAC will be transferred from Shanghai Cement Factory to Shanghai Building
Material due to the restructuring of the investment holdings of Shanghai Building
Material. As advised by the Company’s PRC legal advisers, the transfer is subject to the
necessary approvals from the relevant government authorities which supervise the
state-owned assets, however, it is not expected to have any material legal impediment for
such transfer. Based on the information and confirmation provided by Shanghai Building
Material, Shanghai Building Material was in the course of preparing the necessary
applications to the relevant government authorities for approval of such transfer as at the
Latest Practicable Date. Subject to the approval progress of the relevant government
authorities, the transfer is targeted to be completed before the end of June 2012, and upon
the completion of such transfer, Shanghai Building Material will be directly interested in
the 40% equity interest in Shanghai SAC.

Formation of the JV Company

Pursuant to the Cooperation Agreement, Shanghai Building Material and Shanghai
SAC agreed to establish the JV Company to operate and manage the Bailonggang Project
under the terms of the JV Principle Agreement within three months after the relevant
government approvals for the Bailonggang Project being obtained. Shanghai Building
Material and Shanghai SAC confirmed that, Shanghai Building Material, being the party
to the Cooperation Agreement, shall include Shanghai Building Material or such other

joint venture companies controlled by Shanghai Building Material.
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Furthermore, the parties agreed to use “Shanghai Building Material (Group) General
Company (Shanghai Allied Cement Co., Ltd.)” as the project proponent in connection
with the project application (3ZJHHI5%) of the Bailonggang Project with the relevant
government authorities. If the approving government authorities raise any objections to
such form of application, Shanghai SAC agrees the project be applied in the name of
Shanghai Building Material, and Shanghai Building Material guarantees Shanghai SAC’s
participation as the cooperative principal in the project and to reflect the same in its
related application papers for the approval from the relevant government authorities on
the Bailonggang Project. Both parties further agreed to state clearly in the application
papers of the Bailonggang Project that the JV Company to be established, as a project
company for the development and operation of the Bailonggang Project, is to facilitate the
obtaining of the necessary approvals of the project from the relevant government
authorities.

Pages 132 to 134 of the ACHL Prospectus preliminarily list out the necessary
approvals in preparation, vetting and implementation of the Bailonggang Project. Set
forth below are further details of the principal approvals required to be obtained from the
relevant government authorities to commence the Bailonggang Project and the expected
time of receipt which is subject to, inter alia, the approval progress by the relevant

government authorities:

Obtained/Expected
Approvals Government Authorities time of receipt
Approval on the Ministry of Environmental Obtained
Environment Assessment Protection of the PRC
Report (FpraE N R [ B 5 R
CRBTAF AL ) i)
Approval on the Shanghai Municipal Bureau = May 2012
Regulatory Plan of Planning and Land
(FE T A o A ) Resources
(TR B A IR
3 )
Site Selection Advice Shanghai Municipal Bureau  June 2012
(A B ##hk & RE) of Planning and Land
Resources
(TR B A IR
3 )
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Obtained/Expected
Approvals Government Authorities time of receipt
Pre-approval Advice on Shanghai Municipal Bureau  June 2012
the Use of Land of Planning and Land
(i TEZE = R) Resources
(98 AR 0 [ - R
B Ja)
Approval on Project Shanghai Municipal Third quarter of
Application Report Development & Reform 2012
(VEH HaEHE) Commission
(Lg% 5
)
Approval on Project National Development & Third quarter of
Registering Report Reform Commission 2012
(HH Bk i) (B RN B E)

Note: The above list includes principal approvals for the Bailonggang Project only. Additional
approvals may be required according to the actual situation of the Bailonggang Project.

As at the Latest Practicable Date, the Approval on the Environment Assessment
Report (B35 #FAL#H7) has been obtained and the Regulatory Plan (FE il 14E =E 40 B #]) was
being reviewed by the relevant government authorities with respect to the Bailonggang
Project. Upon receipt of the abovementioned principal approvals of the Bailonggang
Project, the JV Parties will prepare and submit the necessary applications to the relevant
government authorities for approval of the formation of the JV Company.

Management on the development of the Bailonggang Project

In order to manage the construction of the Bailonggang Project and the formation of
the JV Company, Shanghai Building Material and Shanghai SAC will establish a
dedicated team responsible for the execution of development plan and the supervision of
the application and construction progress. Pursuant to the Cooperation Agreement, the
chief officer (#45##) and the deputy chief officer (3 —RIZ2$51#) of the team shall be
appointed by Shanghai Building Material and Shanghai SAC respectively. The team may
establish various working groups and recruit appropriate labour force as necessary
according to the actual conditions of the development of the Bailonggang Project.
THE JV PRINCIPLE AGREEMENT
Date
13th February, 2012
Parties
(1) Shanghai Building Material; and
(2) Shanghai SAC.
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Principal activities of the JV Company

Pursuant to the JV Principle Agreement, the JV Company is established to engage
in the proposed business including, inter alia, the manufacture and sale of cement, clinker,
cement products and new cementitious materials, trading of cement, clinker, cement
products, new cementitious materials and other building materials, metal and non-metal
mineral products, export and import or acting as trading agency of self-produced
products, provision of technical services relating to the manufacture of cement, and
treatment of mining waste and domestic waste. The proposed name of the JV Company
is M B A2 A PR/ F] (Shanghai Building Material Allied Enterprise Co., Ltd.*).

Capital contribution

Upon establishment, the JV Company will be held as to 50% by Shanghai Building
Material and 50% by Shanghai SAC. Shanghai Building Material and Shanghai SAC will
contribute their respective share of the registered capital in proportion to their respective
shareholdings in the JV Company.

Pursuant to the JV Principle Agreement, the estimated total investment of the JV
Company will amount to RMB1,980 million (equivalent to approximately HK$2,444.4
million). The registered capital of the JV Company of RMB800 million (equivalent to
approximately HK$987.7 million) will be contributed as to RMB400 million (equivalent
to approximately HK$493.8 million) by each of Shanghai Building Material and Shanghai
SAC. The difference between the estimated total investment amount and the registered
capital, being RMB 1,180 million (equivalent to approximately HK$1,456.8 million), if
required, will be financed by way of bank loans or borrowings from other financial
institutions by the JV Company with or without guarantee from Shanghai Building
Material and Shanghai SAC.

The estimation of the total investment of the JV Company was mainly based on the
feasibility study report prepared by Tianjin Cement Industry Design & Research Institute
Co. Ltd. (RE/KJE THEFFHIFF B A FR/A 7)) addressed to Shanghai Building Material in
January 2012 on the Bailonggang Project with adjustments on estimated land cost and
interest expenses. To the best of the Directors’ knowledge, information and belief, having
made all reasonable enquiries, Tianjin Cement Industry Design & Research Institute Co.
Ltd. is an independent third party of the Group and its connected persons. The breakdown
of the estimated total investment is as follows:

RMB
Items (million)
approximately

Construction works 580
Equipment 670
Installation cost 137
Land cost 422
Finance cost 51
Pre-operating and labour training expense 7
Construction unit management fee 9
Wharf sub-contracting fee 30
Others 25
Contingencies 49

1,980

—11 =
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The estimated total investment amount of RMB1,980 million and the registered
capital of RMB800 million of the JV Company were determined after arm’s length
negotiations between Shanghai Building Material and Shanghai SAC with reference to the
estimated total cost for the development and construction of the Bailonggang Project.
Upon reviewing the feasibility study report based on many years’ experience of the
management of Shanghai SAC in the cement industry and comparing the estimated total
investments to cement production facilities with similar capacity, the management of
Shanghai SAC advises and the Directors are of the view that the estimated total
investment amount of the JV Company is fair and reasonable.

Save as disclosed above, there is no provision in the Cooperation Agreement or the
JV Principle Agreement requiring any other capital commitment to be borne by the ACHL
Group in respect of the formation of the JV Company.

Profit sharing of the JV Company

Pursuant to the JV Principle Agreement, any profits derived from the JV Company
will be shared by the JV Parties proportionately to their respective shareholdings in the
JV Company.

First right of refusal

Each JV Party can sell part or all of its interest in the JV Company with the consent
of the other JV Party. Each JV Party will have a first right of refusal to acquire the interest
to be sold by the other JV Party on equal terms offered to other parties after the JV Party
initiates the sale of interest of the JV Company.

Board of directors and management of the JV Company

Pursuant to the JV Principle Agreement, the board of directors of the JV Company
shall comprise ten directors, of which five directors will be appointed by each of
Shanghai Building Material and Shanghai SAC.

The chairman who will also be the legal representative of the JV Company will be
nominated by Shanghai Building Material. The vice chairman and the general manager of
the JV Company will be nominated by Shanghai SAC.

Deadlock resolutions

In the event of a deadlock in relation to certain matters being proposed but not duly
passed at a shareholders’ meeting of the JV Company as set out in the articles of
association of the JV Company, the JV Parties shall use their reasonable endeavours to
resolve such dispute. If the dispute cannot be resolved and the deadlock situation
continues for more than one year, the JV Party can dispose of its interest in the JV
Company with the consent of the other JV Party which has pre-emptive right to acquire
the interest on equal terms offered to other parties.

— 12 =



LETTER FROM THE BOARD

Term

The JV Company will have a term of 50 years commencing from the registration
date of the JV Company approved by the relevant registration authorities in the PRC.

Conditions precedent

The formation of the JV Company shall be conditional upon all necessary approvals
from the relevant authorities for the formation of the JV Company having been obtained
by the JV Parties, and the shareholders of Shanghai SAC having complied with all of their
respective obligations under the Listing Rules in relation to the Cooperation Agreement,

JV Principle Agreement and the respective transactions contemplated thereunder.

As disclosed in the paragraph headed “Formation of the JV Company” in this Letter
From the Board, the JV Parties will prepare and submit the necessary applications to the
relevant government authorities for approval of the formation of the JV Company upon
receipt of the principal approvals of the Bailonggang Project. Accordingly, the JV Parties
have not obtained any approval from the relevant government authorities for the
establishment of the JV Company as at the Latest Practicable Date.

4. FINANCIAL EFFECTS OF THE TRANSACTION

As disclosed on page 134 of the ACHL Prospectus, the previous estimated total cost
budgeted for a new cement production line as a replacement of the Shanghai Plant was
approximately RMB800 million, which represented one half of the estimated construction cost
of two production lines. The ACHL Group’s 50% share of the estimated total investment of the
JV Company for the new cement production plant with two production lines will now amount
to RMB990 million. This increase in cost for two production lines was attributable to the
adjustment by the construction cost for additional ancillary systems and increase in estimated

financial costs.

It is expected that the JV Company will be a jointly controlled entity of the Company
upon establishment. As disclosed on page 134 of the ACHL Prospectus, the estimated cost for
the new production facilities for Bailonggang Project will be funded by ACHL’s internal
resources (which mainly come from the land resumption compensation attributable to the
previous vacation of the Shanghai Plant of Shanghai SAC in Xuhui District, Shanghai). As
such, the capital commitment of RMB400 million will be financed by internal resources of
Shanghai SAC, namely the aforesaid land resumption compensation received by Shanghai
SAC.

— 13 -
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Possible effects on earnings

The JV Company is not expected to bring in any immediate impact to the earnings
of the ACHL Group upon its establishment. However, the ACHL Group’s financial
income may be reduced after existing financial assets are disposed of to satisfy the capital
commitment of the ACHL Group to the JV Company. The effects on the future earnings
of the ACHL Group will depend on, among other things, the operating results of the JV
Company. The Directors expect that the formation of the JV Company would be likely to
have a positive impact on the ACHL Group’s future earning, although the ACHL Group
currently does not have sufficient information to forecast the timing.

Possible effects on net assets

The consolidated net assets of the ACHL Group would remain unchanged, as the
capital commitment of RMB400 million will be financed by internal resources of
Shanghai SAC. Upon the establishment of the JV Company, its total assets and liabilities
will not be consolidated into the accounts of the ACHL Group but the investment will be

accounted for by using equity method.

Possible effects on liquidity and gearing

Based on the information currently available, the current assumptions on how the JV
Company would be funded, and the expected equity method of accounting of the
investment in the JV Company, the total borrowings, total assets and total gearing of the
ACHL Group (defined as total interest-bearing loans and shareholder’s loans divided by
total assets) are expected to remain relatively unchanged. It is expected that the difference
between the estimated total investment amount and the registered capital, if required, will
be financed by way of bank loans or borrowings from other financial institutions by the
JV Company with or without guarantee from the JV Parties. Consequently, other financial
impact to the ACHL Group would be dependent on the nature and extent of the guarantee
borne by the ACHL Group.

_ 14—
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5. CHANGE IN THE GROUP STRUCTURE UPON ESTABLISHMENT OF THE
JV COMPANY

Set out below is the simplified corporate structure of the Company, ACHL, Shanghai SAC
and Shanghai Building Material as at the Latest Practicable Date and upon establishment of the

JV Company:

As at the Latest Practicable Date:

The Company Public
75% 25%
Shanghai Building
Material ACHL
100% 83.33%

Shanghai Cement

Factory AlI-Shanghai

40% 60%

Shanghai SAC

— 15 -
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Upon establishment of the JV Company:

The Company Public
75% 25%
Shanghai Building
Material ACHL
100% 83.33%
Shanghai Cement .
Factory* AlI-Shanghai
40% 60%
Shanghai SAC
50% 50%
JV Company

*  Upon completion of the transfer of the 40% equity interest in Shanghai SAC from Shanghai Cement Factory
to Shanghai Building Material, Shanghai Building Material will be directly interested in the 40% equity
interest in Shanghai SAC.

6. REASONS FOR THE FORMATION OF THE JV COMPANY

As disclosed on page 131 of the ACHL Prospectus, ACHL intended to develop a new
production plant at the replacement site in Bailonggang, Pudong, Shanghai and has been under
discussions and negotiations with the relevant government authorities for feasibility and
preparation work of the Bailonggang Project. The directors of ACHL consider that it is not
economically beneficial, albeit feasible, for Shanghai SAC and Shanghai Building Material to
build their respective own production plants on the same site and which, if implemented, will
not be cost effective and efficient.

The directors of ACHL believe that the potential cooperation through the establishment
of the JV Company with Shanghai Building Material allows the ACHL Group to reduce its own
construction cost and management cost by sharing with Shanghai Building Material and to ride
on the synergies of the two companies in terms of scale, production structure, market shares
and logistics management and to expedite the development and construction of Bailonggang
Project by leveraging on the resources and connections of Shanghai Building Material, being
a state-owned enterprise, to possibly gain the support of the PRC government and benefit from
the government preferential policies. Further, developing the Bailonggang Project by formation
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of the JV Company, as opposed to by Shanghai SAC alone, also reduces the capital obligations
of the ACHL Group under the Bailonggang Project since the construction costs for several
related ancillary facilities would be shared by both JV Parties. The average construction costs
of a cement production line together with related ancillary facilities under the cooperation
model are expected to be less than the total construction costs of the same being borne by one
party. Besides, the forthcoming theme park and local district developments will continue to
provide significant stimulus to the construction industry. Therefore, in view of the continuous-
growing construction industry which will in turn stimulate the market consumption demand of
cement in Shanghai, the ACHL Group will possibly benefit from an increase in production

capacity as a result of the Bailonggang Project.

The terms of the Cooperation Agreement and the JV Principle Agreement were negotiated
after arm’s length negotiation between the JV Parties. The Directors consider that the formation
of the JV Company pursuant to the Cooperation Agreement and the JV Principle Agreement are
fair and reasonable and in the interests of the Company and the Shareholders as a whole.

The JV Principle Agreement is legally binding on both JV Parties under the PRC laws and
regulations. Upon receipt of the principal approvals from the relevant government authorities
on the Bailonggang Project, the Formal JV Contract, which will supersede the JV Principle

Agreement, will be entered into between the JV Parties.

7. INFORMATION ON THE BAILONGGANG PROJECT

As disclosed on page 128 of the ACHL Prospectus, following the Premises Vacation, a
replacement site at Bailonggang, Pudong, Shanghai was proposed by the local government
after various discussions with other relevant government authorities for construction of a new

plant at the periphery of Shanghai Sewage Treatment Plant.

8. INFORMATION ON THE COMPANY AND SHANGHAI BUILDING MATERIAL

The Company

The Company is a company incorporated in Hong Kong with limited liability, the
Shares of which are listed on the Main Board of the Stock Exchange.

The principal business activity of the Company is investment holding. The Group
(together with the ACHL Group) is engaged principally in the development of high-end
apartments, villas, office buildings and commercial properties, property investment,
property management, as well as the manufacture, sale and trading of cement and clinker
in the PRC. The Company is the controlling shareholder of ACHL, indirectly holding 75%
shareholding interest in ACHL.
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Shanghai Building Material

Shanghai Building Material is a state-owned enterprise holding the entire equity
interest of Shanghai Cement Factory which in turn is interested in 40% equity interest in
Shanghai SAC. Shanghai Building Material and Shanghai Cement Factory are engaged in,
inter alia, the production of glass, cement and concrete, new-typed composite materials,
new-typed wall materials, waterproof materials, thermal insulation materials and plastic
tubes, trading of construction materials and building decorative construction. Shanghai
Building Material has production bases in locations in the PRC including but not limited
to Shanghai, Tianjin and Guangdong province.

9. LISTING RULES IMPLICATIONS OF THE TRANSACTION

ACHL is owned as to 75% by the Company and therefore a subsidiary of the Company.
As the applicable Percentage Ratios for the Transaction are more than 5% but less than 25%,
the Transaction constitutes a discloseable transaction for the Company pursuant to Rule
14.06(2) of the Listing Rules and is subject to reporting and announcement requirements under
Chapter 14 of the Listing Rules.

Moreover, to the best knowledge, information and belief of the Directors, Shanghai
Building Material is a connected person of the Company by virtue of its beneficial interest in
the 40% equity interest in Shanghai SAC. Accordingly, the Transaction shall also constitute a
connected transaction of the Company under Chapter 14A of the Listing Rules. Pursuant to
Rule 14A.17 of the Listing Rules, since the Transaction does not fall under any of the
categories set out in Rules 14A.16(1) to (4) of the Listing Rules, it is subject to the reporting,
announcement and independent shareholders’ approval requirements for the Company.

The Company has formed an Independent Board Committee to advise the Independent
Shareholders on the terms of the Cooperation Agreement, the JV Principle Agreement and the
respective transactions contemplated thereunder. An Independent Financial Adviser has also
been appointed to advise the Independent Board Committee and the Independent Shareholders
on the fairness and reasonableness of the transactions contemplated under the Cooperation
Agreement and the JV Principle Agreement.

10. EGM

A notice convening the EGM is set out on pages 47 and 48 of this circular. An ordinary
resolution will be proposed to the Independent Shareholders to consider and, if thought fit, to
approve, inter alia, the terms of the Cooperation Agreement, the JV Principle Agreement and
the respective transactions contemplated thereunder.

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholders at a general
meeting must be taken by poll except where the chairman, in good faith, decides to allow a
resolution which relates purely to a procedural or administrative matter to be voted on by a
show of hands. Accordingly, the resolution will be put to vote by way of poll at the EGM. Any
announcement on the result of the vote by poll will be made by the Company after the EGM
in the manner prescribed under Rule 13.39(5) of the Listing Rules.
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As at the Latest Practicable Date, to the best knowledge, information and belief of the
Directors, having made all reasonable inquiries, no Shareholders or their associates had
material interests in the Cooperation Agreement, the JV Principle Agreement and the
transactions contemplated thereunder nor were they required under Rule 14A.18 of the Listing
Rules to abstain from voting on the resolution regarding the Cooperation Agreement and the
JV Principle Agreement at the EGM.

A form of proxy for use at the EGM is enclosed with this circular. Whether or not you are
able to attend the EGM, you are requested to complete the accompanying form of proxy in
accordance with the instructions printed thereon and return the same to the share registrar of
the Company, Tricor Secretaries Limited, at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Hong Kong as soon as possible, but in any event not less than 48 hours before the time
appointed for holding the EGM or any adjournment thereof. Completion and return of the form
of proxy will not prevent Shareholders from attending and voting in person at the EGM or any
adjournment thereof if they so wish.

11. RECOMMENDATION

The Board considers the respective terms of the Cooperation Agreement and the JV
Principle Agreement are fair and reasonable, on normal commercial terms and are in the
interests of the Company and the Shareholders as a whole. Accordingly, the Board recommends
the Independent Shareholders to vote in favour of the ordinary resolution to be proposed at the
EGM to approve the Cooperation Agreement, the JV Principle Agreement and the transactions
contemplated thereunder.

12. ADDITIONAL INFORMATION

Your attention is drawn to the respective letters from the Independent Board Committee
and the Independent Financial Adviser in this circular. As set out in the letter from the
Independent Board Committee, the Independent Board Committee considers that the entering
into of the Cooperation Agreement and the JV Principle Agreement is in the interests of the
Company and the Shareholders and concurs with the views of Independent Financial Adviser
that the respective terms of the Cooperation Agreement and the JV Principle Agreement are fair
and reasonable so far as the Shareholders as a whole are concerned and therefore, recommends
the Independent Shareholders to vote in favour of the ordinary resolution to approve the terms
of the Cooperation Agreement and the JV Principle Agreement and the transactions
contemplated thereunder.

Yours faithfully,
On behalf of the Board
Tian An China Investments Company Limited
Edwin Lo King Yau
Executive Director
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RETEEREFESH

A TiAN AN CHINA INVESTMENTS COMPANY LIMITED
(Incorporated in Hong Kong with limited liability)
(Stock Code: 28)

Registered Office:
22nd Floor

Allied Kajima Building
138 Gloucester Road
Wanchai

Hong Kong

16th March, 2012
To the Independent Shareholders

Dear Sir or Madam,

DISCLOSEABLE TRANSACTION
AND
CONNECTED TRANSACTION

PROPOSED FORMATION OF JOINT VENTURE

We refer to the circular (the “Circular”) of Tian An China Investments Company Limited
dated 16th March, 2012, of which this letter forms part. The terms used in this letter shall have

the same meanings as defined in the Circular unless the context otherwise requires.

As the Independent Non-Executive Directors who are independent of the parties to the
Cooperation Agreement and the JV Principle Agreement, we have been appointed to form this
Independent Board Committee to advise you as to whether, in our opinion, the respective terms
of the Cooperation Agreement and the JV Principle Agreement are fair and reasonable so far

as the Shareholders as a whole are concerned.

Centurion Corporate Finance Limited has been appointed as the Independent Financial
Adviser to advise this Independent Board Committee on the fairness and reasonableness of the

respective terms of the Cooperation Agreement and the JV Principle Agreement.
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We wish to draw your attention to the letter from the Board, as set out on pages 6 to 19
of the Circular, and the letter of advice from the Independent Financial Adviser, as set out on
pages 22 to 41 of the Circular, both of which provide details of the Cooperation Agreement and
the JV Principle Agreement. Having considered the advice rendered by the Independent
Financial Adviser and the principal factors and reasons taken into consideration by it in
arriving its advice, we are of the opinion that the respective terms of the Cooperation
Agreement and the JV Principle Agreement are in the interests of the Company and the
Shareholders as a whole and are fair and reasonable so far as the Independent Shareholders are
concerned. Accordingly, we recommend the Independent Shareholders to vote in favour of the
ordinary resolution which will be proposed at the EGM to approve the respective terms of the
Cooperation Agreement and the JV Principle Agreement and the respective transactions

contemplated thereunder.

Yours faithfully,
For and on behalf of the
Independent Board Committee of
Tian An China Investments Company Limited
Francis J. Chang Chu Fai, Jin Hui Zhi,
Ngai Wah Sang and Lisa Yang Lai Sum
Independent Non-Executive Directors
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Set out below is a full text of the letter of advice from the Independent Financial Adviser,
Centurion Corporate Finance Limited to the Independent Board Committee and the
Independent Shareholders in relation to the Cooperation Agreement and the JV Principle
Agreement for the purpose of incorporation in this circular.

CENTURION CORPORATE FINANCE LIMITED
% BOE R R R A R A A

7th Floor, Duke Wellington House ok B Telephone : (852) 2525 2128
14 - 24 Wellington Street BB E14-2498 1 (852) 2525 6026
Central, Hong Kong R LN N L Facsimile :(852) 2537 7622

16th March, 2012

To the Independent Board Committee and the Independent Shareholders
Tian An China Investments Company Limited

22nd Floor, Allied Kajima Building

138 Gloucester Road

Wanchai
Hong Kong
Dear Sirs,
DISCLOSEABLE TRANSACTION
AND
CONNECTED TRANSACTION
PROPOSED FORMATION OF JOINT VENTURE
INTRODUCTION

We have been engaged to advise the Independent Board Committee and the Independent
Shareholders with respect to the terms and conditions of the Cooperation Agreement, the JV
Principle Agreement and the respective transactions contemplated thereunder, details of which
are outlined in the “Letter From The Board” set out from pages 6 to 19 of the circular dated
16th March, 2012 to the Shareholders (“Circular”), of which this letter forms part. Capitalised
terms used in this letter shall have the same meanings as defined in the Circular unless the
context otherwise requires.

We have been appointed to give an opinion as to whether the terms and conditions of the
Cooperation Agreement, the JV Principle Agreement and the respective transactions
contemplated thereunder are of normal commercial terms, are fair and reasonable and in the
interests of the Company and its Shareholders as a whole.

On 15th February, 2012, the Company and ACHL jointly announced that Shanghai SAC,
an indirect non wholly-owned subsidiary of ACHL, entered into the Cooperation Agreement
and the JV Principle Agreement with Shanghai Building Material for the purpose of setting up
the JV Company pursuant to the terms and conditions therein on 13th February, 2012.

22 _



LETTER OF ADVICE FROM INDEPENDENT FINANCIAL ADVISER

ACHL is owned as to 75% by the Company and therefore a subsidiary of the Company.
As the applicable Percentage Ratios for the Transaction are more than 5% but less than 25%,
the Transaction constitutes a discloseable transaction for the Company pursuant to Rule
14.06(2) of the Listing Rules and is subject to reporting and announcement requirements under
Chapter 14 of the Listing Rules.

Moreover, to the best of knowledge, information and belief of the Directors, Shanghai
Building Material is a connected person of the Company by virtue of its beneficial interest in
the 40% equity interest in Shanghai SAC. Accordingly, the Transaction shall also constitute a
connected transaction of the Company under Chapter 14A of the Listing Rules. Pursuant to
Rule 14A.17 of the Listing Rules, since the Transaction does not fall under any of the
categories set out in Rules 14A.16(1) to (4) of the Listing Rules, it is subject to the reporting,
announcement and independent shareholders’ approval requirements for the Company.

Therefore, the Cooperation Agreement, the JV Principle Agreement and the respective
transactions contemplated thereunder are subject to the approval of the Independent
Shareholders by way of a poll at the EGM. As set out in the “Letter From The Board”, as at
the Latest Practicable Date, no Shareholders or their associates had material interests in the
transactions contemplated under the Cooperation Agreement and the JV Principle Agreement
nor would they be required under Rule 14A.18 of the Listing Rules to abstain from voting on
the ordinary resolution regarding the Cooperation Agreement, the JV Principle Agreement and
the respective transactions contemplated thereunder at the EGM. In this regard, please refer to
the section headed “EGM” as set out in the “Letter From The Board” for further details.

The Independent Board Committee, comprising all the Independent Non-Executive
Directors, namely Mr. Francis J. Chang Chu Fai, Mr. Jin Hui Zhi, Mr. Ngai Wah Sang and Ms.
Lisa Yang Lai Sum, has been established to advise the Independent Shareholders in respect of
the terms of the Cooperation Agreement, the JV Principle Agreement and the respective
transactions contemplated thereunder.

BASIS OF OUR OPINION

In formulating our opinion and recommendation, we have relied on the accuracy of the
information, opinions and representation contained in the Circular, the circular of ACHL of
today’s date, the ACHL Prospectus and other documents (including but not limited to the
Cooperation Agreement and the JV Principle Agreement) which have been provided to us by
the Executive Directors of each of the Company and ACHL and for which they, respectively,
take full responsibility. We have also assumed that all statements, information, opinions and
representations made or referred to in the Circular were true at the time they were made and
at the date of this Circular and will continue to be true at the date of the EGM. We have also
assumed that all statements of belief, opinion and intention made by the Directors in the
Circular are reasonably made after due and careful enquiry.

In respect of the financial information of the Group and the ACHL Group, we have relied
principally on their audited and/or unaudited financial statements and for which the Directors
of the Company and ACHL shall respectively, take full responsibility. In respect of the future
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funding requirements of the JV Company’s registered capital and debt financing for the plant
to be constructed, and the financial details arising thereof, other than those set out in the
“Letter From The Board”, we do not have any further information. Given that the total
investment in the JV Company is an estimate, financial information such as the future
composition of equity and debt funding of the JV Company as outlined in the JV Principle
Agreement is preliminary in nature and if applicable, the precise terms and conditions under
which such bank debt financing could be procured are currently not ascertainable, we therefore
do not express any view on the commercial feasibility of the new cement plant to be
constructed by the JV Company.

We also understand from ACHL that if any future funding of the JV Company’s registered
capital or other needs would include asset(s) contribution by the relevant parties in lieu of cash,
such asset(s) contribution would be regarded as a disposal (or acquisition, as the case may be)
of asset(s) by the Company (and ACHL) under the Listing Rules and further compliance with
the Listing Rules may then be required. That said, we understand from ACHL that it is
currently not aware of any specific plan for the aforesaid injection of asset(s), in lieu of cash,

into the JV Company.

We have also sought and obtained confirmation from the Directors that, having made all
reasonable enquiries and to the best of their knowledge and belief, no material facts have been
omitted from the information provided and/or referred to in the Circular.

We have no reason to doubt the truth, accuracy and completeness of the information and
representations provided to us by the Executive Directors. We consider that we have reviewed
sufficient financial information to enable us to reach an informed view and to justify reliance
on the accuracy of the information as contained in the Circular. We have not, however,
conducted any form of independent or in-depth investigation into the businesses and affairs or
the prospects of each of the Group, the ACHL Group, the JV Company (including the new plant
to be constructed), Shanghai SAC and Shanghai Building Material, or any of their respective
subsidiaries, associates or parent companies, nor have we independently verified any of the
information supplied to us.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our recommendation, we have taken into consideration the following
principal factors and reasons:

1. BACKGROUND

1.1 Information on the Group

The Company is a company incorporated in Hong Kong with limited liability, the Shares
of which are listed on the Main Board of the Stock Exchange.
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The principal business activity of the Company is investment holding. The Group
(together with the ACHL Group) is engaged principally in the development of high-end
apartments, villas, office buildings and commercial properties, property investment, property
management, as well as the manufacture, sale and trading of cement and clinker in the PRC.
The Company is the controlling shareholder of ACHL, indirectly holding 75% shareholding
interest in ACHL.

As set out in the section headed “Our production facilities” on page 2 of the ACHL
Prospectus, prior to the vacation of the ACHL Group’s Shanghai plant operated by Shanghai
SAC in Xuhui District (f&f#), Shanghai (i.e. the Shanghai Plant), the Group had three plants,
being the plant operated by Shandong Shanghai Allied Cement Co., Ltd. (1113 _EHiKJe#E
HBRZAH]) (“Shandong SAC plant”), the plant operated by Shandong Allied Wangchao Cement
Limited (II3BEE FIRKIEAPRAT]) (“Allied Wangchao plant”) and the Shanghai Plant.

As part of the city planning and to facilitate the organisation of World Expo 2010 in
Shanghai, the ACHL Group had vacated from its Shanghai Plant, with a view to be relocated
to the suburb Bailonggang (F#E#5), Pudong, Shanghai at the periphery of Shanghai Sewage
Treatment Plant ({5 /KEEHK). In this connection, the ACHL Group entered into a site
relocation compensation agreement with a local government entity in Shanghai, for land
resumption on 27th November, 2009. Due to the Premises Vacation, the ACHL Group was
entitled to a total compensation of RMB799.9 million, of which RMB749.9 million had been
received up to 30th June, 2011 as disclosed in the ACHL Prospectus.

An overview of the breakdown in segment revenue of the Group for the three years ended
31st December, 2008, 2009 and 2010 and for the six months ended 30th June, 2010 and 2011

respectively by activity as extracted from the Company’s annual/interim reports is as follows:

Table A: Segment revenue of the Group for the three years ended 31st December, 2008,
2009 and 2010 and the six months ended 30th June, 2010 and 2011 respectively

Six months ended

Year ended 31st December, 30th June,
2008 2009 2010 2010 2011
Revenue (HK$’ 000)
Property development 223,773 627,576 518,372 359,814 191,980
Property investment 171,049 216,788 346,747 166,982 181,459
Manufacture, sale and
trading of cement,
clinker and construction
materials - 149,894 452,617 161,884 391,674
Other operations 78,507 89,270 94,250 46,807 47,546
Total 473,329 1,083,528 1,411,986 735,487 812,659

Source: the Company’s annual reports 2010 and 2009 and interim reports 2011 and 2010
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An overview of the breakdown in segment revenue and gross profit of the ACHL Group
for the three years ended 31st December, 2008, 2009 and 2010 and for the six months ended
30th June, 2010 and 2011 respectively by activity as extracted from the ACHL Prospectus is

as follows:

Table B: Segment revenue/gross profit of the ACHL Group for the three years ended 31st
December, 2008, 2009 and 2010 and the six months ended 30th June, 2010 and 2011

respectively

Revenue (HK$’ 000)

Manufacture and sale of
cement and clinker

Trading of cement

Provision of technical services

Total

Gross profit (HK$’ 000)

Manufacture and sale of
cement and clinker

Trading of cement

Provision of technical services

Total

Six months ended

Year ended 31st December, 30th June,
2008 2009 2010 2010 2011
552,847 490,116 296,309 118,261 217,065
- - 154,380 43,588 174,594
3,068 - 755 - -
555,915 490,116 451,444 161,849 391,659
43,726 31,058 45,628 3,201 56,003
- - 5,885 1,116 5,962
3,068 - 335 - -
46,794 31,058 51,848 4,317 61,965

Source: pages 1 and 2 of the ACHL Prospectus
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Set out below is the simplified corporate structure of the Company, ACHL, Shanghai SAC
and Shanghai Building Material as at the Latest Practicable Date and upon establishment of the

JV Company:

As at the Latest Practicable Date:

The Company Public
75% 25%
Shanghai Building
Material ACHL
100% 83.33%
Shanghal Cement AlI-Shanghai
Factory gl
40% 60%
Shanghai SAC
Upon establishment of the JV Company:
The Company Public
75% 25%
Shanghai Building
Material ACHL
100% 83.33%
Shanghai Cement )
Factory* ATI-Shanghai
40% 60%
Shanghai SAC
50% S0%
JV Company

* Note: Upon completion of the transfer of the 40% equity interest in Shanghai SAC from Shanghai Cement Factory
to Shanghai Building Material, Shanghai Building Material will be directly interested in the 40% equity
interest in Shanghai SAC.
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1.2 Information on the plants of the ACHL Group

The ACHL Group’s operation in Shanghai has undergone substantial changes as it has
ceased cement and clinker manufacturing activities as a result of the Premises Vacation and
currently conducts trading of cement only. The ACHL Group’s operation in Shandong has also
undergone changes where (i) Allied Wangchao plant, which previously manufactured and sold
only clinker, commenced trial production of cement in October 2010; and (ii) Shandong SAC
plant, which previously manufactured cement, has since April 2011 ceased this activity and
currently produces slag only.

The following is an overview of the breakdown in segment revenue and gross profit of
each of the ACHL Group’s production plants for the three years ended 31st December, 2008,
2009 and 2010 and for the six months ended 30th June, 2010 and 2011 respectively by activity
as extracted from the ACHL Prospectus:

Table C: Segment revenue/gross profit of each of the ACHL Group’s production plants for
the three years ended 31st December, 2008, 2009 and 2010 and the six months ended
30th June, 2010 and 2011 respectively

Six months ended

Year ended 31st December, 30th June,

2008 2009 2010 2010 2011
Revenue (HK$’ 000)
Shanghai Plant 322,803 242,298 154,380*  43,588* 174,594*
Allied Wangchao plant 157,678 103,038 144,634 48,889  188,119*
Shandong SAC plant 75,434 144,780 152,430 69,372 28,946
Total 555,915 490,116 451,444 161,849 391,659
Gross profit (HK$’ 000)
Shanghai Plant 14,301 2,829 5,885% 1,116* 5,962*
Allied Wangchao plant 23,470 9,121 29,030 2,116 54,091
Shandong SAC plant 9,023 19,108 16,933 1,085 1,912
Total 46,794 31,058 51,848 4,317 61,965

Notes:

Since the Premises Vacation, Shanghai Plant had ceased cement manufacturing and is involved in
cement trading activities only. The above revenue and gross profit were therefore derived from cement
trading activities.

# Among the revenue of HK$188.1 million of Allied Wangchao plant, approximately HK$86.2 million,
representing 256,496 tons of cement, represented intercompany sales to Shandong SAC plant at market
price. Shandong SAC then onward sold to the customers of the ACHL Group without mark-ups during
the transitional period between which customers were being progressively transferred from Shandong
SAC (prior to its cessation of cement production in April 2011) to Allied Wangchao. For presentation
on such transitional arrangement, HK$86.2 million intercompany sales was added back to the revenue
of Allied Wangchao plant and the same amount was deducted from the revenue of Shandong SAC plant.

Source: pages 4 to 6 of the ACHL Prospectus
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As set out in the section headed “Summary Of Historical Financial Information” on page
15 of the ACHL Prospectus, revenue of the ACHL Group decreased by 7.9% to HK$451.4
million for the year ended 31st December, 2010 from HK$490.1 million for the year ended 31st
December, 2009, mainly due to the cessation of manufacturing and sale of cement and clinker
in Shanghai upon the Premises Vacation in December 2009.

The following table summarises the ACHL Group’s production capacity for cement,
clinker and slag for the three years ended 31st December, 2008, 2009 and 2010 respectively
and for the six months ended 30th June, 2011 and the period from 1st April, 2011 to 22nd
December, 2011 by activity as extracted from the ACHL Prospectus:

Table D: Production capacity for cement, clinker and slag for each of the ACHL Group’s
production plants for the three years ended 31st December, 2008, 2009 and 2010
respectively and the six months ended 30th June, 2011 and the period from 1st April, 2011
to 22nd December, 2011

For From
the six 1st April,
months 2011
ended to 22nd
For the years ended 31st December, 30th June, December,
2008 2009 2010 2011 2011
Cement
Cement production capacity
(tons per annum) (Note 1)
Shanghai Plant 1,000,000 1,000,000 - - -
Shandong SAC plant 700,000 700,000 700,000 700,000(Note 2) -
Allied Wangchao plant - - 1,000,000 1,000,000 1,000,000
Total 1,700,000 1,700,000 1,700,000 1,700,000 1,000,000
Clinker
Clinker production capacity
(tons per day)
Shanghai Plant 2,000 2,000 - - -
Allied Wangchao plant 2,500 2,500 2,500 2,500 2,500
Total 4,500 4,500 2,500 2,500 2,500
Slag
Slag production capacity
(tons per annum)
Shandong SAC plant - - - 160,000 160,000
Total - - - 160,000 160,000
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Notes:

1. The production capacity of cement set out is quantified by tons per annum for each period. Specifically,
tons of production capacity of each plant during the period measured in annual terms.

2. The production capacity of cement of Shandong SAC plant represents its production capacity before
April 2011, where afterwards, it ceased to produce cement and engaged in production of slag only.

Source: pages 6 and 7 of the ACHL Prospectus

2. INFORMATION OF SHANGHAI BUILDING MATERIAL

As set out in the “Letter From The Board”, Shanghai Building Material is a holding
company of Shanghai Cement Factory which is a substantial shareholder holding 40% equity
interest in Shanghai SAC. Shanghai Building Material and Shanghai Cement Factory are
engaged in, among other things, the production of glass, cement and concrete, new-typed
composite materials, new-typed wall materials, waterproof materials, thermal insulation
materials and plastic tubes, trading of construction materials and building decorative
construction. Shanghai Building Material has production bases in locations in the PRC
including but not limited to Shanghai, Tianjin and Guangdong province.

3. PRINCIPAL TERMS OF THE AGREEMENTS

The principal terms of the Cooperation Agreement and the JV Principle Agreement
entered into by each of Shanghai Building Material and Shanghai SAC on 13th February, 2012
are as follows:

3.1 The Cooperation Agreement

As set out in the “Letter From The Board”, Shanghai Building Material is a holding
company of Shanghai Cement Factory which is a substantial shareholder holding 40% equity
interest in Shanghai SAC. Accordingly, Shanghai Building Material is a connected person of
the Company by virtue of its beneficial interest in the 40% equity interest in Shanghai SAC,
a subsidiary of ACHL.

As disclosed on page 117 of the ACHL Prospectus, the 40% equity interest in Shanghai
SAC will be transferred from Shanghai Cement Factory to Shanghai Building Material due to
the restructuring of the investment holdings of Shanghai Building Material. As set out in the
“Letter From The Board”, as advised by the ACHL’s PRC legal advisers, the transfer is subject
to the necessary approvals from the relevant government authorities which supervise the
state-owned assets, however, it is not expected to have any material legal impediment for such
transfer. Based on the information and confirmation provided by Shanghai Building Material,
it was in the course of preparing the necessary applications to the relevant government
authorities for approval of such transfer as at the Latest Practicable Date. Subject to the
approval progress of the government authorities, the transfer is targeted to be completed before
the end of June 2012, and upon the completion of such transfer, Shanghai Building Material
will be directly interested in the 40% equity interest in Shanghai SAC.
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Formation of the JV Company

Pursuant to the Cooperation Agreement, Shanghai Building Material and Shanghai SAC
agreed to establish the JV Company to operate and manage the Bailonggang Project under the
terms of the JV Principle Agreement within three months after the relevant government
approvals for the Bailonggang Project being obtained. Shanghai Building Material and
Shanghai SAC confirmed that, Shanghai Building Material, being the party to the Cooperation
Agreement, shall include Shanghai Building Material or such other joint venture companies
controlled by Shanghai Building Material.

Furthermore, the parties agreed to use “Shanghai Building Material (Group) General
Company (Shanghai Allied Cement Co., Ltd.)” as the project proponent in connection with the
project application (JZJHHIFY) of the Bailonggang Project with the relevant government
authorities. If the approving government authorities raise any objections to such form of
application, Shanghai SAC agrees the project would be applied in the name of Shanghai
Building Material, and Shanghai Building Material guarantees Shanghai SAC’s participation as
the cooperative principal in the project and to reflect the same in its related application papers
for the approval from the relevant government authorities on the Bailonggang Project. Both
parties further agreed to state clearly in the application papers of the Bailonggang Project that
the JV Company to be established as a project company for the development and operation of
the Bailonggang Project is to facilitate the obtaining of the necessary approvals of the project

from the relevant government authorities.

As set out in the “Letter From The Board”, pages 132 to 134 of the ACHL Prospectus
preliminarily list out the necessary approvals in preparation, vetting and implementation of the
Bailonggang Project. Set forth below are further details of the principal approvals required to
be obtained from the relevant government authorities to commence the Bailonggang Project
and the expected time of receipt which is subject to, among other things, the approval progress

by the relevant government authorities:

Obtained/Expected

Approvals Government Authorities time of receipt
Approval on the Environment Ministry of Environmental Obtained

Assessment Report Protection of the PRC

(BB Rl R ) (HHEE N R LA B BRI R )
Approval on the Regulatory Shanghai Municipal Bureau of May 2012

Plan Planning and Land Resources

(P PR A A 1) (TR A0 B+ B PR

— 31—



LETTER OF ADVICE FROM INDEPENDENT FINANCIAL ADVISER

Obtained/Expected

Approvals Government Authorities time of receipt
Site Selection Advice Shanghai Municipal Bureau of June 2012

(E B 2802 RE) Planning and Land Resources

(v T R 0 B VR P R

Pre-approval Advice on Shanghai Municipal Bureau of June 2012

the Use of Land Planning and Land Resources

(HHTHEEFEZ D) (i TR R A B IR A R
Approval on Project Shanghai Municipal Development Third quarter of

Application Report & Reform Commission 2012

(CHH HaE ) (LR Z B )
Approval on Project National Development & Reform  Third quarter of

Registering Report Commission 2012

(EH B ¥k i) (R B RAMBCER B )

Note: The above list includes principal approvals for the Bailonggang project only. Additional approvals may
be required according to the actual situation of the Bailonggang Project.

As at the Latest Practicable Date, the Approval on the Environment Assessment Report
(ERFE SR ) was obtained and the Regulatory Plan (PR A E]) was being reviewed
by the relevant government authorities with respect to the Bailonggang Project. Upon receipt
of the abovementioned principal approvals of the Bailonggang Project, the JV Parties will
prepare and submit the necessary applications to the relevant government authorities for
approval of the formation of the JV Company.

We take the view that the aforesaid arrangements are fair and reasonable. Our view is
premised on our understanding that given the JV Company has yet to be established and as a
result, the possible uncertainty arising from using the “Shanghai Building Material (Group)
General Company (Shanghai Allied Cement Co., L.td.)” as the project proponent in connection
with the project application (32 JH %) of the Bailonggang Project. Had the JV Company been
established, such project application would have been made under the JV Company’s name.

Management on the development of the Bailonggang Project

In order to manage the construction of the Bailonggang Project and the formation of the
JV Company, Shanghai Building Material and Shanghai SAC will establish a dedicated team
responsible for the execution of development plan and the supervision of the application and
construction progress. Pursuant to the Cooperation Agreement, the chief officer (#$5##) and
the deputy chief officer (3 —HI#2$54#) of the team shall be appointed by Shanghai Building
Material and Shanghai SAC respectively. The team may establish various working groups and
recruit appropriate labour force as necessary according to the actual conditions of the
development of the Bailonggang Project.
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We are of the view that the principal terms of the Cooperation Agreement outlined the
parameters and terms for the co-operation and development of the Bailonggang Project going
forward between the JV Parties and such parameters and terms are in our view, fair and

reasonable and in the interests of the Company and the Independent Shareholders as a whole.
3.2 The JV Principle Agreement
Principal activities of the JV Company

Pursuant to the JV Principle Agreement, the JV Company is established to engage in the
proposed business including, among other things, the manufacture and sale of cement, clinker,
cement products and new cementitious materials, trading of cement, clinker, cement products,
new cementitious materials and other building materials, metal and non-metal mineral
products, export and import or acting as trading agency of self-produced products, provision
of technical services relating to the manufacture of cement, and treatment of mining waste and
domestic waste. The proposed name of the JV Company is iEMIE S BERRAF
(Shanghai Building Material Allied Enterprise Co., Ltd.).

The aforesaid principal activities are the same as those of the Shanghai Plant and of the
ACHL Group and such stipulation of principal activities to be undertaken by a joint venture

company is in line with market practice.
Capital contribution

Upon establishment, the JV Company will be held as to 50% by Shanghai Building
Material and 50% by Shanghai SAC. Shanghai Building Material and Shanghai SAC will
contribute their respective share of the registered capital in proportion to their respective

shareholdings in the JV Company.

Pursuant to the JV Principle Agreement, the estimated total investment of the JV
Company will amount to RMB1,980 million (equivalent to approximately HKS$2,444.4
million). The registered capital of the JV Company of RMB800 million (equivalent to
approximately HK$987.7 million) will be contributed as to RMB400 million (equivalent to
approximately HK$493.8 million) by each of Shanghai Building Material and Shanghai SAC.
The difference between the estimated total investment amount and the registered capital, being
RMBI1,180 million (equivalent to approximately HK$1,456.8 million), if required, will be
financed by way of bank loans or borrowings from other financial institutions by the JV
Company with or without guarantee from Shanghai Building Material and Shanghai SAC.
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As set out in the “Letter From The Board”, the estimation of the total investment of the
JV Company was mainly based on the feasibility study report on the Bailonggang Project
prepared by a research and design institute in the PRC in January 2012 (“the “R&D Institute”,
please refer to the “Letter From The Board” for further details) and with adjustments on
estimated land cost (an additional RMB171 million) and interest expenses (an additional
RMB16 million was adjusted to the finance cost in the table below) made by the Executive
Directors of ACHL to the estimated total investment as set out in such report. We understand
that:

(i) this report was procured by Shanghai Building Material;

(i) to the best of the Executive Directors’ knowledge, information and belief, having
made all reasonable enquiries, the R&D Institute is an independent third party of the
Group and its connected persons; and

(ii1) the aforesaid adjustment on estimated land cost made by the Executive Directors of
ACHL is based on certain information given by Shanghai Building Material and is
supported by a Report from a PRC investment advisory firm (which is not a property
valuer). This Report relating to the land cost estimate was made available to us by
ACHL for our review.

The breakdown of the estimated total investment (including the adjustments made) is as
follows:

RMB

(million)

Items approximately
Construction works 580
Equipment 670
Installation cost 137
Land cost 422
Finance cost 51
Pre-operating and labour training expenses 7
Construction unit management fee 9
Wharf sub-contracting fee 30
Contingencies 49
Others 25
1,980

As set out in the “Letter From The Board”, upon reviewing the feasibility study report,
based on the many years’ experience of the management of Shanghai SAC in the cement
industry and comparing the estimated total investments to cement production facilities with
similar capacity, the management of Shanghai SAC advises, and the Executive Directors are of
the view, that the estimated total investment amount of the JV Company is fair and reasonable.
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As set out in the section headed “Our production facilities” on page 2 of the ACHL
Prospectus, Shanghai SAC was entitled to a total consideration of RMB799.9 million
(equivalent to approximately HK$987.6 million) arising from the Premises Vacation. In view
of the fact that the aforesaid proposed funding arrangements of the JV Company will be on a
pro-rata basis to the respective interests of the JV Parties and insofar as Shanghai SAC is
concerned, will also take into account the settlement consideration arising from the Premises
Vacation, we are of the view that the aforesaid funding arrangements are fair and reasonable.
Our view is based on the assumption that, if required in the future, any guarantee on the bank
loans or borrowings from other financial institutions by the JV Company will only be granted
by each of the JV Parties on a pro rata basis.

We further note that as outlined in the “Letter From The Board”, the estimated total
investment amount of RMB1,980 million and the registered capital of RMB800 million of the
JV Company were determined after arm’s length negotiations between Shanghai Building
Material and Shanghai SAC with reference to the estimated total cost for the development and
construction of the Bailonggang Project. The Executive Directors are of the view that the
estimated total investment amount of the JV Company is fair and reasonable.

Save as disclosed above, as set out in the “Letter From The Board” there is no provision
in the Cooperation Agreement or the JV Principle Agreement requiring other significant capital
commitment to be borne by the ACHL Group in respect of the formation of the JV Company.

Our views:

In view of the aforesaid and as the negative statement on significant capital commitment
(and the estimated total investment amount of RMB1,980 million) are based on an estimation
of total investment of the JV Company as set out in the aforesaid feasibility study report on the
Bailonggang Project, we take the view that such statement on “no other significant capital
commitment”, albeit preliminary in nature in light of the circumstances of the JV Company and
its Bailonggang Project as set out below, is reasonably arrived at by the Executive Directors.

We are further of the view that the Executive Directors appear to have taken reasonable
care to ensure the estimated total investment amount as set out in the aforesaid feasibility study
report would be reasonably accurate, as evidenced by the subsequent adjustments on estimated
land cost and interest expenses made to such estimated total investment amount, following the
receipt of the said report by the Group. That said, Independent Shareholders should note the
following:

(i) the Bailonggang Project, which is to replace the Shanghai Plant, is of importance to
the ACHL Group and the intention to proceed with this project was clearly stated in
the ACHL Prospectus;

(ii) the Bailonggang Project is capital intensive and most of the risks set out in the “Risk
Factors” section in the ACHL Prospectus are applicable to this project;

(iii) to mitigate such risks, the Executive Directors of ACHL appear to have taken the
reasonable steps by relying to a considerable extent on Shanghai Building Material,
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the ACHL Group’s long term joint venture partner dating back to the then Shanghai
Plant, which has procured the aforesaid feasibility study report and subject to the
approval of the Independent Shareholders as hereby sought, will play an important
role in the application and execution process of the Bailonggang Project; and

(iv) given the complexity, size and preliminary status of the Bailonggang Project, its
estimated total investment cost is at best, an estimate only.

In view of the aforesaid, we are of the opinion that the works carried out by the Company,
insofar as the estimated total investment cost of the Bailonggang Project is concerned, are
reasonably sufficient.

Profit sharing of the JV Company

Pursuant to the JV Principle Agreement, any profits derived from the JV Company will
be shared by the JV Parties proportionately to their respective shareholdings in the JV
Company. As the future profit sharing will be in proportion to the respective shareholdings of
the JV Parties, such profit sharing is thus fair and reasonable.

First right of refusal

Each JV Party can sell part or all of its interest in the JV Company with the consent of
the other JV Party. Each JV Party will have a first right of refusal to acquire the interest to be
sold by the other JV Party on equal terms offered to other parties after the JV Party initiates
the sale of interest of the JV Company. Given that first right of refusal arrangement is a
common practice for any joint venture which allows, insofar as the JV Company is concerned,
a JV Party to have the first right to buy out the other exiting JV Party and in so doing, affords
certain control on the shareholder composition of the JV Company, we are of the view that such
first right of refusal, which is common in any joint venture agreement, is fair and reasonable.

Board of directors and management of the JV Company

Pursuant to the JV Principle Agreement, the board of directors of the JV Company shall
comprise ten directors, of which five directors will be appointed by each of Shanghai Building
Material and Shanghai SAC. We take the view that this is fair and reasonable as it reflects the
respective shareholdings of the JV Parties.

The chairman who will also be the legal representative of the JV Company will be
nominated by Shanghai Building Material. The vice chairman and the general manager of the
JV Company will be nominated by Shanghai SAC. We are also of the view that such
nomination of the chairman (who will also the legal representative of the JV Company) by
Shanghai Building Material is fair and reasonable, given its state-owned enterprise status and
the fact that it will have a direct 50% equity interest and an indirect and effective equity
interest of 20% (via Shanghai SAC) in the JV Company upon completion of the Transaction.

Deadlock resolutions

In the event of a deadlock in relation to certain matters being proposed but not duly
passed at a shareholders’ meeting of the JV Company as set out in the articles of association
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of the JV Company, the JV Parties shall use their reasonable endeavours to resolve such
dispute. If the dispute cannot be resolved and the deadlock situation continues for more than
one year, the JV Party can dispose of its interest in the JV Company with the consent of the
other JV Party which has pre-emptive right to acquire the interest on equal terms offered to
other parties. In view of the fact that (i) the JV Parties will each have a 50% equity interest
in the JV Company, the availability of deadlock resolutions, which can be viewed as a form of
exit, is in the interest of the Company; and (ii) as such deadlock resolutions can be applied by

each of the JV Parties, they are in our view, fair and reasonable.

Term

The JV Company will have a term of 50 years commencing from the registration date of
the JV Company approved by the relevant registration authorities in the PRC.

Conditions precedent

The formation of the JV Company shall be conditional upon all necessary approvals from
the relevant authorities for the formation of the JV Company having been obtained by the JV
Parties, and the shareholders of Shanghai SAC having complied with all of their respective
obligations under the Listing Rules in relation to the Cooperation Agreement, the JV Principle

Agreement and the respective transactions contemplated thereunder.

As set out in the “Letter From The Board”, the JV Parties will prepare and submit the
necessary applications to the relevant government authorities for approval of the formation of
the JV Company upon receipt of the principal approvals of the Bailonggang Project.
Accordingly, the JV Parties have not obtained any approval from the relevant government
authorities for the establishment of the JV Company as at the Latest Practicable Date.

The JV Principle Agreement sets out the principal terms and conditions which regulate the
rights, obligations and dispute resolution of the JV Parties and these terms and conditions are
based on normal commercial terms and the future commercial benefits, investment returns and
risks are to be distributed among the JV Parties on a pro-rata basis, which we consider fair and

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

As set out in the “Letter From The Board”, the JV Principle Agreement is legally binding
on both JV Parties under the PRC laws and regulations. Upon receipt of the principal approvals
from the relevant government authorities on the Bailonggang Project, the Formal JV Contract,

which will supersede the JV Principle Agreement, will be entered into between the JV Parties.
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4. REASONS FOR THE FORMATION OF THE JV COMPANY

As disclosed on page 131 of the ACHL Prospectus, ACHL intended to develop a new
production plant at the replacement site in Bailonggang, Pudong, Shanghai and has been under
discussions and negotiations with the relevant government authorities for feasibility and
preparation work of the Bailonggang Project. The Executive Directors of ACHL consider that
it is not economically beneficial, albeit feasible, for Shanghai SAC and Shanghai Building
Material to build their respective own production plants on the same site and which, if

implemented, will not be cost effective and efficient.

The Executive Directors of ACHL believe that the potential cooperation through the
establishment of the JV Company with Shanghai Building Material allows the ACHL Group to
reduce its own construction cost and management cost by sharing with Shanghai Building
Material and to ride on the synergies of the two companies in terms of scale, production
structure, market shares and logistics management and to expedite the development and
construction of Bailonggang Project by leveraging on the resources and connections of
Shanghai Building Material, being a state-owned enterprise, to possibly gain the support of the
PRC government and benefit from the government preferential policies. Further, developing
the Bailonggang Project by formation of the JV Company, as opposed to by Shanghai SAC
alone, also reduces the capital obligations of the ACHL Group under the Bailonggang Project
since the construction costs for several related ancillary facilities would be shared by both JV
Parties. The average construction costs of a cement production line together with related
ancillary facilities under the cooperation model are expected to be less than the total

construction costs of the same being borne by one party alone.

We understand the aforesaid benefits expected to be derived through the establishment of
the JV Company with Shanghai Building Material, when compared to building a new plant by
Shanghai SAC alone, is based on the qualitative judgment of the Executive Directors of ACHL
as we are not aware of any quantitative analysis comparing the difference between costs and

benefits under each of the two scenarios.

As stated in the “Letter From The Board”, the forthcoming theme park and local district
developments will continue to provide significant stimulus to the construction industry.
Therefore, in view of the expected market consumption demand of cement in Shanghai due to
the above factors, we concur with the view of the Executive Directors of ACHL that the ACHL
Group will possibly benefit from an increase in production capacity as a result of the
Bailonggang Project.

The terms of the Cooperation Agreement and the JV Principle Agreement were negotiated
after arm’s length negotiation between the JV Parties. The Executive Directors consider that
the formation of the JV Company pursuant to the Cooperation Agreement and the JV Principle
Agreement are fair and reasonable and in the interests of the Company and the Shareholders

as a whole.
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Having considered that the ACHL’s stated intention is to develop a new production plant
at the replacement site in Bailonggang, Pudong, Shanghai and the view of the Executive
Directors of ACHL (albeit preliminary and qualitative in nature) that it is not economically
beneficial for Shanghai SAC and Shanghai Building Material to build their respective own
production plants on the same site as set out above, we are of the view that the reasons for the
formation of the JV Company as cited by the Executive Directors are fair and reasonable.

5.  POSSIBLE FINANCIAL EFFECTS OF THE TRANSACTION ON THE GROUP

The previous estimated total cost budgeted for the new cement production plant as a
replacement of the Shanghai Plant was approximately RMB800 million (equivalent to
approximately HK$987.7 million), details of which are as set out on various pages in the ACHL
Prospectus. The reason for the increase in the estimated total investment of the JV Company
for the new cement production plant which will now amount to RMB1,980 million (equivalent
to approximately HK$2,444.4 million) is set out in the “Letter From The Board”.

As set out in the “Letter From The Board”, it is expected that the JV Company will be
a jointly controlled entity of the ACHL upon establishment. As disclosed on page 134 of the
ACHL Prospectus, the estimated cost for the new production facilities for Bailonggang Project
will be funded by ACHL'’s internal resources (which mainly come from the land resumption
compensation attributable to the previous vacation of the Shanghai Plant of Shanghai SAC in
Xuhui District, Shanghai). As such, the capital commitment of RMB400 million will be
financed by internal resources of Shanghai SAC, namely the aforesaid land resumption

compensation received by Shanghai SAC.

As at the Latest Practicable Date, the management of Shanghai SAC did not have enough
information to forecast the timing for injection of the capital commitment of RMB400 million
into the JV Company.

As set out in the section headed “Accountants’ Report Of The Company” on page I-2 of
Appendix I to the ACHL Prospectus, prior to the establishment of the JV Company, Shanghai
SAC, which has an effective equity interest attributable to the ACHL Group of 50%, has been
a subsidiary of ACHL and its accounts had been consolidated into the accounts of the ACHL
Group, and the accounts of which had in turn been consolidated into the Group over the past
financial years. As the JV Company will be a jointly controlled entity of ACHL upon
establishment, we understand from management of ACHL that the future results of the JV
Company will be “equity accounted” for in the ACHL Group’s financial statements only, as the
effective equity interest in the JV Company attributable to the ACHL Group will be
approximately 25%. We further understand from management of ACHL that other possible
financial effects are as follows.
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5.1 Possible effects on earnings

The JV Company is not expected to bring in any immediate impact to the earnings of the
ACHL Group upon its establishment of the JV Company. However, the ACHL Group’s
financial income may be reduced after its existing financial assets are disposed of to satisfy its
capital commitment to the JV Company. The effects on the future earnings of the ACHL Group
will depend on, among other things, the operating results of the JV Company. The Executive
Directors expect that the formation of the JV Company would likely to have a positive impact
on the ACHL Group’s future earnings but given the preliminary status of the JV Company, the
ACHL Group is not in a position to state when such an impact on earnings can be accounted

for under the “equity method” of accounting.

5.2 Possible effects on net assets

The consolidated net assets of the ACHL Group would remain unchanged, as the capital
commitment of RMB400 million will be financed by internal resources of Shanghai SAC and
upon its establishment of the JV Company, its total assets and liabilities will not be
consolidated into the accounts of the ACHL Group but its investment in the JV Company will

be accounted for under the “equity method” of accounting.

5.3 Possible effects on liquidity and gearing

Based on the information currently available and the current assumptions on how the JV
Company would be funded, and the expected “equity method” on accounting of its investment
in the JV Company, the total borrowings, total assets and total gearing of the ACHL Group
(defined as total interest-bearing loans and shareholder’s loans divided by total assets) are
expected to remain relatively unchanged, as among other items, indebtedness expected to be
incurred by the JV Company as set out herein will not be consolidated into the accounts of the
ACHL Group. It is expected that the difference between the estimated total investment amount
and the registered capital, if required, will be financed by way of bank loans or borrowings
from other financial institutions by the JV Company with or without guarantee from the JV
Parties. Consequently, other financial impact(s) to the ACHL Group would be dependent on the
nature and extent of the guarantee to be borne by the ACHL Group, details of which are not
yet ascertainable.
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RECOMMENDATION

Having considered the principal factors and reasons set out above, we consider that the
terms and conditions of the Cooperation Agreement, the JV Principle Agreement and the
respective transactions contemplated thereunder are on normal commercial terms, are fair and
reasonable so far as the Company and the Independent Shareholders are concerned and are in
the interests of the Company and the Independent Shareholders as a whole. We therefore advise
the Independent Board Committee to recommend the Independent Shareholders to vote in
favour of the ordinary resolution approving the Cooperation Agreement, the JV Principle

Agreement and the respective transactions contemplated thereunder at the EGM.

Yours faithfully,
for and on behalf of
Centurion Corporate Finance Limited
Baldwin LEE

Managing Director
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose
of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief, the information contained in
this circular is accurate and complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make any statement herein or this

circular misleading.

2. DIRECTORS’ INTERESTS

Save as disclosed below, as at the Latest Practicable Date, none of the Directors and chief
executive of the Company had any interests or short position in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they are taken or deemed to have under such provisions of SFO); or were
required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein;
or were required, pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers of the Listing Rules, to be notified to the Company and the Stock Exchange:

Interest in the Shares, underlying Shares and debentures of the Company

Percentage to

Name of Number of the issued

Directors Nature of interests Shares held share capital

Lee Seng Hui Other interests 705,969,096 46.85%
(Note 1)

Ma Sun Personal interests 47,945 0.003%

(held as beneficial owner)

Interests in the shares, underlying shares and debentures of ACHL, being an
associated corporation of the Company

Percentage to

Name of Number of the issued

Director Nature of interests Shares held share capital

Lee Seng Hui Other interests 495,000,000 75%
(Note 1)
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Notes:

Mr. Lee Seng Hui together with Ms. Lee Su Hwei and Mr. Lee Seng Huang are the trustees of Lee and
Lee Trust, being a discretionary trust. As at the Latest Practicable Date, they together, through Lee and
Lee Trust, owned approximately 57.43% interest in the issued share capital of Allied Group Limited
(“*AGL”) (inclusive of Mr. Lee Seng Hui’s personal interest) and were therefore deemed to have an
interest in the Shares and shares of ACHL in which AGL was interested through Allied Properties (H.K.)
Limited (“APL”), its 71.10%-owned subsidiary.

All the interests stated above represent long positions.

As at the Latest Practicable Date, the following Directors were directors of companies

which had

an interest in the Shares and underlying Shares which would fall to be disclosed

under the provisions of Divisions 2 and 3 of Part XV of the SFO:

(@)

(b)

Save

Mr. Lee Seng Hui is an executive director of APL, which is interested in
approximately 46.85% of the entire issue share capital of the Company through its
direct and indirect wholly-owned subsidiaries, namely Fine Class Holdings Limited
and China Elite Holdings Limited. Therefore, APL is deemed to be interested in the
705,969,096 Shares which the abovementioned subsidiaries of APL are interested
and the 495,000,000 shares of ACHL which the Company is interested for the
purpose of the SFO; and

Mr. Lee Seng Hui and Mr. Edwin Lo King Yau are executive directors of AGL,
which is interested in approximately 71.10% of the entire issued share capital of
APL through itself and its direct wholly-owned subsidiaries, namely Capscore
Limited, Citiwealth Investment Limited and Sunhill Investments Limited.
Therefore, AGL is also deemed to be interested in the 705,969,096 Shares and the
495,000,000 shares of ACHL which APL is interested for the purpose of the SFO.

as disclosed above, as at the Latest Practicable Date, the Directors were not aware

of any other Director who was a director or employee of a company which had an interest in

the Shares and underlying Shares which would fall to be disclosed under the provisions of
Divisions 2 and 3 of Part XV of the SFO.

3. DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed

service contract with any member of the Group which does not expire or is not terminable by

such member of the Group within one year without payment of compensation (other than

statutory compensation).
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4. DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

Save as disclosed below, as at the Latest Practicable Date, none of the Directors (not
being the Independent Non-Executive Directors) or their respective associates (as defined in
the Listing Rules) was considered to have interests in any competing businesses of the Group

pursuant to the Listing Rules:

(a) Mr. Lee Seng Hui is a director of APL which, through certain of its subsidiaries, is
partly engaged in the businesses of money lending, property development and

investment;

(b) Messrs. Lee Seng Hui and Edwin Lo King Yau are directors of AGL which, through
certain of its subsidiaries, is partly engaged in the businesses of money lending,
property development and investment. Mr. Edwin Lo King Yau is a director of AG
Capital Limited, a subsidiary of AGL, which is partly engaged in the business of
money lending;

(c) Mr. Lee Seng Hui is one of the trustees of Lee and Lee Trust which is a deemed
substantial shareholder of each of AGL, APL and Sun Hung Kai & Co. Limited
which, through their subsidiaries, are partly engaged in the businesses of money

lending, property development and investment; and

(d) Mr. Ng Qing Hai is a director of ChinaVision Media Group Limited which, together
with its subsidiaries, are partly engaged in the business of distribution of cement.

Although the abovementioned Directors have competing interests in other companies by
virtue of their respective common directorship, they will fulfil their fiduciary duties in order
to ensure that they will act in the best interests of the Shareholders and the Company as a whole
at all times. Hence, the Group is capable of carrying on its businesses independently of, and

at arm’s length from, the businesses of such companies.
5. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any material adverse
change in the financial or trading position of the Group since 31st December, 2010, being the
date to which the latest published audited financial statements of the Group were made up.

6. DIRECTORS’ INTERESTS IN CONTRACTS AND ASSETS

As at the Latest Practicable Date, there was no contract or arrangement subsisting in
which any Director was materially interested and which was significant in relation to the

business of the Group.
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As at the Latest Practicable Date, none of the Directors had any direct or indirect interest
in any assets which have been, since 31st December, 2010 (being the date to which the latest
published audited financial statements of the Group were made up), (i) acquired or disposed
of by; or (ii) leased to; or (iii) proposed to be acquired or disposed of by; or (iv) proposed to

be leased to, any member of the Group.

7. EXPERTS AND CONSENTS

The following are the qualifications of the experts who have given opinion or advice

which are contained in this circular:

Name Qualification
Centurion Corporate Finance Licensed corporation to carry out types 1 (dealing in
Limited securities), 4 (advising on securities), 6 (advising

on corporate finance) and 9 (asset management)
regulated activities as defined under the SFO

Zhong Lun W&D Law Firm Legal adviser to the Company as to the PRC laws

The letters, reports and/or opinions from each of the above experts are given as of the date
of this circular for incorporation in this circular. Each of the above experts has given and has
not withdrawn its written consent to the issue of this circular with the inclusion therein of its
letters, reports and/or opinions, as the case may be, and references to its name in the form and

context in which it appears.

As at the Latest Practicable Date, Centurion Corporate Finance Limited and Zhong Lun
W&D Law Firm:

(a) did not have any direct or indirect interest in any assets which have since 31st
December, 2010 (being the date to which the latest published audited financial
statements of the Group were made up) been acquired or disposed of by or leased
to any member of the Group, or are proposed to be acquired or disposed of by or

leased to any member of the Group; and

(b) did not have any shareholding in any member of the Group or the right (whether
legally enforceable or not) to subscribe for or to nominate persons to subscribe for

securities in any member of the Group.
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8. GENERAL

(a)

(b)

Dr. Moses Cheng Mo Chi, a Non-Executive Director, is a senior partner of Messrs.
P. C. Woo & Co., the legal firm which has been advising the Company in respect of
the Cooperation Agreement and the JV Principle Agreement for normal professional
fees. Accordingly, Dr. Moses Cheng Mo Chi has abstained from voting at the board
resolutions approving the entering into of the Cooperation Agreement and the JV
Principle Agreement. Other than disclosed hereinabove, as at the Latest Practicable
Date, none of the Directors was materially interested in any contract or arrangement
which is subsisting as at the Latest Practicable Date and which is significant in

relation to the business of the Group.

The English text of this circular shall prevail over the Chinese text in the event of

inconsistency.

9. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the office of Messrs.
P. C. Woo & Co at 12th Floor, Prince’s Building, 10 Chater Road, Central, Hong Kong during
normal business hours on any business day from the date of this circular up to and including
the date of the EGM:

(a)

(b)

(©

(d)

(e)

()

(2)

the memorandum and articles of association of the Company;

the Cooperation Agreement and the JV Principle Agreement;

the letter of recommendation dated 16th March, 2012 from the Independent Board
Committee to the Independent Shareholders, the text of which is set out on pages 20
and 21 of this circular;

the letter of advice from Centurion Corporate Finance Limited to the Independent
Board Committee and the Independent Shareholders, the text of which is set out on
pages 22 to 41 of this circular;

the consent letters from Centurion Corporate Finance Limited and Zhong Lun W&D
Law Firm referred to in the paragraph headed “Experts and Consents” in this
appendix;

the ACHL Prospectus; and

this circular.

_46 —



NOTICE OF EXTRAORDINARY GENERAL MEETING

JAN

NOT

RETEEREFESH

TiAN AN CHINA INVESTMENTS COMPANY LIMITED
(Incorporated in Hong Kong with limited liability)
(Stock Code: 28)

ICE IS HEREBY GIVEN that an extraordinary general meeting (the “Meeting”) of

Tian An China Investments Company Limited (the “Company”) will be held at Plaza 4, Lower
Lobby, Novotel Century Hong Kong, 238 Jaffe Road, Wanchai, Hong Kong on Monday, 2nd

April, 201

2 at 10:45 a.m., for the purpose of considering and, if thought fit, passing with or

without modification, the following resolution as an ordinary resolution of the Company:

ORDINARY RESOLUTION

“THAT:

(@)

(b)

(©

the CBRER [AREWBIHHE | A1/EW ) (Bailonggang  Project  Construction
Cooperation Agreement®) (the “Cooperation Agreement”) dated 13th February,
2012 entered into between Shanghai Allied Cement Co., Ltd. (_ Ei#H & /KIEARA
Fl) (“Shanghai SAC”), an indirect non wholly-owned subsidiary of the Company,
and UG EZEM R (£H]) #/AF (Shanghai Building Material (Group) General
Company*) (“Shanghai Building Material”) in relation to the establishment of a
joint venture company (the “JV Company”) in the People’s Republic of China (the
“PRC”) for the development of new cement production facilities at Bailonggang,
Pudong, Shanghai, the PRC (the “Bailonggang Project”), a copy of which marked
“A” and signed by the Chairman of the Meeting for identification purpose has been
tabled at the Meeting, and the transactions contemplated thereunder be and are
hereby approved, ratified and confirmed;

the (BARESLAEAT (JRHI) i) (Principle Agreement for the Establishment
of the Joint Venture Company*) (the “JV Principle Agreement”) dated 13th
February, 2012 entered into between Shanghai SAC and Shanghai Building Material
in relation to the principle and principal terms of the JV Company to be established
in the PRC, a copy of which marked “B” and signed by the Chairman of the Meeting
for identification purpose has been tabled at the Meeting, and the transactions
contemplated thereunder be and are hereby approved, ratified and confirmed; and

any director of the Company be and is hereby authorised for and on behalf of the
Company, amongst other matters, to sign, execute, perfect, deliver or to authorise
signing, executing, perfecting and delivering all such documents and deeds, and to
do or authorise doing all such acts, matters and things as he/she may in his/her
discretion consider necessary, expedient or desirable to give effect to and implement

the terms of the Cooperation Agreement and the JV Principle Agreement and to
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make and agree such variations of a minor or non-material nature in or to the terms
of the Cooperation Agreement and the JV Principle Agreement (including but not
limited to the signing of the formal joint venture contract and the articles of
association of the JV Company or in respect of the Bailonggang Project) as he/she
may in his/her discretion consider to be desirable and in the interests of the
Company.”

By Order of the Board
Tian An China Investments Company Limited
Cindy Yung Yee Mei

Company Secretary

Hong Kong, 16th March, 2012

Registered Office:

22nd

Floor

Allied Kajima Building
138 Gloucester Road
Wanchai

Hong Kong

*  for identification purpose only

Notes:

A member of the Company entitled to attend and vote at the Meeting will be entitled to appoint one or more
proxies to attend and, on a poll, vote in his or her stead. A proxy need not be a member of the Company.

A form of proxy in respect of the Meeting is enclosed. Whether or not you intend to attend the Meeting in
person, you are urged to complete and return the form of proxy in accordance with the instructions printed
thereon. Completion and return of the form of proxy will not preclude you from attending the Meeting and
voting in person if you so wish. In the event that you attend the Meeting after having lodged the form of proxy,
it will be deemed to have been revoked.

To be valid, the form of proxy, together with any power of attorney or other authority (if any) under which
it is signed or a notarially certified copy of such power or authority, must be deposited at the Company’s share
registrar, Tricor Secretaries Limited, at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong, not less
than 48 hours before the time fixed for the Meeting or any adjournment thereof.

Where there are joint holders of any shares of the Company, any one of such joint holders may vote at the
Meeting, either personally or by proxy in respect of such shares as if he or she was solely entitled thereto, but
if more than one of such joint holders are present at the Meeting personally or by proxy, that one of such joint
holders so present whose name stands first on the register of members of the Company shall alone be entitled
to vote in respect of such shares.
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