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DEFINITIONS

In this circular, unless the context otherwise requires, the following words and expressions shall

have the meanings ascribed to them below:

“Acquisition”

“affiliate”

“Agentn

i1

“Agent Agreement

“Agent Option”

s

“Agent Option Shares’

“Agreement”

“Agricultural Lease”

“associates”

“Board”

the acquisition of the Sale Shares by the Purchaser pursuant to
the Agreement

in respect of any specified person or entity, means a person that
directly or indirectly controls, is controlled by or is under
common control with such specified person or entity

Jia Run Investments Limited (F& M EAMWAT]), a company
incorporated in BVI with limited liability

the conditional agreement dated 2 December 2011 entered into
between the Company and the Agent in relation to the Agent’s
assistance on procuring the Company and Longjiang Forest
Industry to enter into the Strategic Cooperation Agreement and
the grant of the Agent Option to the Agent

an option conditionally granted by the Company to the Agent to
subscribe for such number of new Shares representing not more
than 5% of the issued share capital of the Company as at the date
of the Agent Agreement, equivalent to 495,170,096 Shares
(equivalent to 49,517,009 New Shares after the Capital
Reorganization becoming effective)

new Shares to be allotted and issued by the Company to the
Agent upon exercising the Agent Option by the Agent,
representing not more than 495,170,096 Shares (equivalent to
49,517,009 New Shares after the Capital Reorganization
becoming effective)

the conditional agreement dated 2 December 2011 entered into
among the Purchaser, the Vendors and the Guarantor in relation
to the Acquisition

the Special Agricultural and Business Lease issued to the
Landowners pursuant to section 102 of the Land Act of PNG
embodied by the Lease/Lease Back Agreement

has the meaning ascribed thereto under the Listing Rules

the board of Directors
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“Bonds”

“Business Day(s)”

“BVI”

“Capitalisation Shares”

“Clearance Authority”

“Company”

“Completion”

“Completion Date”

“connected person(s)”

“Consideration”

“Consolidated Shares”

“Conversion Shares”

“Deposit”

“Directors”

the zero coupon convertible bonds in the aggregate principal
amount of HK$33,000,000 due on the first anniversary of the date
of issue of the Bonds in registered form to be issued at
Completion to the Vendors by the Company for the partial
settlement of the Consideration

a day (other than a Saturday, a Sunday and a public holiday) on
which licensed banks are generally open for business in Hong
Kong throughout their normal business hours

the British Virgin Islands

70 new Target Shares issued by way of capitalization of the entire
shareholder’s loan then owed by the Target Company to Peak
Sino

the Forest Clearance Authority granted by the Forest Authority of
PNG regarding lawful permission to clear forest areas and harvest
merchantable logs

Pacific Plywood Holdings Limited, a company incorporated in
Bermuda with limited liability and the issued Shares of which are
listed on the Stock Exchange

completion of the sale and purchase of the Sale Shares in
accordance with the Agreement

the date falling on the fourteenth Business Day after the
fulfillment of the conditions precedent to the Agreement (or such
other date as the Vendors and the Purchaser may agree in writing)

has the meaning ascribed to it in the Listing Rules
consideration payable for the Acquisition

share(s) of HK$0.25 each in the share capital of the Company
immediately after the Share Consolidation becoming effective but
before the Capital Reduction and the Increased in Authorized
Share Capital

new Shares to be allotted and issued by the Company upon
exercise of the conversion rights attaching to the Bonds

a sum of HK$10,000,000 paid by the Company to the Vendors or
its nominees within seven (7) days of the signing of the MOU

the director(s) of the Company
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“Enlarged Group”

“Environmental Permit”

“Forest Industry Participant™

“Further Deposit”

“Group”

“Guarantor”

“Hong Kong”

“Independent Third Party(ies)”

“Landowners”

“Last Trading Day”

“Latest Practicable Date”

“Lease/Lease Back Agreement”

“Listing Rules”

“Logging Concession”

the Group as enlarged by the Acquisition of the Target Group
immediately after Completion

an environmental permit regarding the Project Area issued under
the Environment Act 2000 of PNG

registered entity with the PNG Forest Authority according to the
Forestry Law in PNG which is entitled to obtain other necessary
permits and approvals for commencing forestry related business
in PNG

a sum of HK$10,000,000 paid by the Purchaser to the Vendors on
the execution of the Agreement as the further deposit on account
of the Consideration

the Company and its subsidiaries

Ms. To Yuk Fung, the guarantor in the Agreement to guarantee
the due and punctual performance of the obligations by the
Vendors in accordance with the terms of the Agreement

the Hong Kong Special Administrative Region of the PRC

person(s) or company(s) who/which is/are not connected with the
directors, chief executive or substantial shareholders (as defined
under the Listing Rules) of an entity and its subsidiaries, or any
of their respective associates

all customary owners of the land and resources within the Project
Area

1 December 2011, being the last trading day on which the Shares
were traded on the Stock Exchange prior to the suspension of
trading in Shares pending the release of the announcement of the
Company dated 2 December 2011

27 February 2012, being the latest practicable date prior to the
printing of this circular for the purpose of ascertaining certain
information contained herein

the Instrument of Lease for Customary Land entered into between
the representatives of the Landowners and the PNG government

the Rules Governing the Listing of Securities on the Stock
Exchange

the rights derived from the Agricultural Lease



DEFINITIONS

“Longjiang Forest Industry”

“Longjiang Option™

“Longjiang Option Shares”

“Master Agreements”

“Material Adverse Change
(or Effect)”

“MOU”

“New Shares”

“New Share Charge”

B REVL AR TR EDAE /A F]  (China  Longjiang  Forest
Industry (Group) General Corporation*®), a company incorporated
in the PRC

an option conditionally granted by the Company to Longjiang
Forest Industry to subscribe for not more than 5% of the issued
share capital of the Company as at the date of the Strategic
Cooperation Agreement, equivalent to 495,170,096 Shares
(equivalent to 49,517,009 New Shares after the Capital
Reorganization becoming effective)

new Shares to be allotted and issued by the Company to
Longjiang Forest Industry upon exercising the Longjiang Option
by Longjiang Forest Industry, representing not more than
495,170,096 Shares (equivalent to 49,517,009 New Shares after
the Capital Reorganization becoming effective)

together the project agreement, the logging and marketing
agreement and the sublease agreement entered among the Target
Subsidiary and the Vabari Companies in relation to sub-leasing of
the Agricultural Lease by Vabari Land to the Target Subsidiary,
and the assignment of the Logging Concession enjoyed by the
Target Subsidiary and the duties owned by the Target Subsidiary
to Vabari Development

any change (or effect) or any development involving a change (or
effect) which has, or is or could reasonably be expected to have,
a material and adverse effect on the financial position, business or
property, results of operations or prospect of the Target Group as
a whole

the memorandum of understanding dated 28 July 2011 (as
supplemented by the supplemental memorandum of understanding
dated 31 October 2011) entered into between the Company and
the Vendors setting out the basic terms and conditions upon
which negotiations on the Acquisition were carried out

shares of HK$0.01 each in the share capital of the Company upon
the Capital Reorganization becoming effective

the charge dated 1 December 2011 executed by Peak Sino over
the Capitalisation Shares in favour of the Company to perfect the
interests of the Company under the Share Charge as a result of
the capitalisation of the entire shareholder’s loan
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“Option”

“Option Completion™

“Option Deed”

“Option Price”

“Option Shares”

“PNG 2

“POA”

“PRC ’

“Project Area”

“Promissory Note”

“Purchaser”

an option to require the sale by the Vendors of the Option Shares
to the Purchaser at the Option Price subject to and upon the terms
and conditions of the Option Deed

the completion of the sale and purchase of the Option Shares
pursuant to the terms and conditions of the Option Deed

a deed to be entered into among the Purchaser, the Vendors and
the Guarantor and to take effect upon Completion in relation to
the grant of the Option by the Vendors to the Purchaser

the option price payable by the Purchaser to the Vendors upon the
exercise of the Option pursuant to the Option Deed, being
HK$700,000,000 or 70% of the Second Valuation (whichever is
the lower)

such number of Target Shares representing 70% of the entire
issued share capital of the Target Company from time to time
within the option period

the Independent State of Papua New Guinea

the power of attorney granted by Vabari Land in favour of the
Target Subsidiary, pursuant to which, Vabari Land grants the
exclusive powers and authorities to the Target Subsidiary to
manage and arrange all activities in relation to the Lease/Lease
Back Agreement and the Master Agreements on behalf of Vabari
Land, including among other things, to register with the
competent authority of PNG or do other acts as required by such
authority

the People’s Republic of China

a plot of land being Portion 643C Milinch of Goldie (NE) Kase
(SE) Kokoda (SW) & Nisbet (NW) Fourmil of Moresby & Buna
in the Central Province of PNG with the size of approximately
65,800 hectares

in the principal amount of not more than HK$250 million, 10%
promissory note due on the day following the expiry of the
fifteen (15) months after the Completion Date to be issued by the
Company to the Vendors at Completion in part payment of the
Consideration)

Century Praise Limited, a company incorporated in BVI with
limited liability, being a wholly-owned subsidiary of the
Company
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“Sale Shares”

“SFO”

“SGM”

“Share(s)”

“Share Charge”

“Shareholder(s)”

9

“Shareholders’ Agreement

“Stock Exchange”

“Strategic Cooperation Agreement”

“Takeovers Code”

“Target Company”

“Target Group”

“Target Share(s)”

Target Shares which represent 30% of the entire issued share
capital of the Target Company as at Completion

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

a special general meeting of the Company to be convened on 19
March 2012 for the purpose of considering and, if thought fit,
approving, inter alia, the Strategic Cooperation Agreement and
the transactions contemplated thereunder, the Agent Agreement
and the transactions contemplated thereunder, the Agreement and
the transactions contemplated thereunder, including but not
limited to the allotment and issue of the Conversion Shares and
the issue of the Promissory Note, and the grant of the Longjiang
Option and the Agent Option and the allotment and issue of the
Longjiang Option Shares and the Agent Option Shares

ordinary share(s) of HK$0.025 each in the issued share capital of
the Company

a charge dated 28 July 2011 executed by the Vendors over the
then entire interest of the issued shares of the Target Company in
favour of the Company pursuant to the MOU

holder(s) of the Share(s)

a shareholders’ agreement to govern the affairs, business and
management of the Target Company and its relationship to each
of the shareholders of the Target Company to be entered into by
the then shareholders of the Target Company immediately after
the Completion

The Stock Exchange of Hong Kong Limited

the strategic cooperation agreement dated 2 December 2011
entered into between the Company and Longjiang Forest Industry

The Code on Takeovers and Mergers and Share Repurchases of
the Securities and Futures Commission of Hong Kong

Profit Grand Enterprises Limited, a company incorporated in BVI
with limited liability and wholly and beneficially owned by the
Vendors as at the Latest Practicable Date

the Target Company and the Target Subsidiary

ordinary share(s) of US$1.00 each in the issued share capital of
the Target Company
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“Target Subsidiary”

“Vabari Companies”

2

“Vabari Development

“Vabari Land”

“Vendors”

66HK$ 2
“Kina”

“US$”

“%”

the only subsidiary of the Target Company immediately prior to
Completion, namely I-Sky Natural Resources (PNG) Limited

collectively, Vabari Development and Vabari Land

Vabari  Development Corporation Limited, a company
incorporated in PNG, an Independent Third Party

Vabari Land Group Incorporation, an Independent Third Party

Able Famous Limited and Peak Sino Limited, both are companies
incorporated in BVI with limited liability

Hong Kong dollars, the lawful currency of Hong Kong
Kina, the lawful currency of PNG

United States dollars, the lawful currency of the United States of
America

per cent.

For the purpose of illustration only, (i) amounts denominated in US$ have been translated into
HKS at the rate of US$1 = HK$7.7552; and (ii) amounts denominated in Kina have been translated into
HKS at the rate of 1 Kina = HK$3.35. Such translation should not be construed as a representation that
the amounts quoted could have been or could be or will be converted at the stated rate or at any other

rates at all.

The English names of the PRC entities, PRC laws regulations or the PRC government authorities

mentioned in this circular and marked with “*” are translated from their Chinese names and are for

identification purposes only. If there is any inconsistency, the Chinese name shall prevail.

In case of any inconsistency, the English text of this circular shall prevail over the Chinese text.
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29 February 2012

To the Shareholders

Dear Sir or Madam,

(I) STRATEGIC ALLIANCE WITH #EfEIAMK T EER)EA D T
(CHINA LONGJIANG FOREST INDUSTRY
(GROUP) GENERAL CORPORATION¥)
AND
(I) MAJOR TRANSACTION IN RELATION TO THE PROPOSED
ACQUISITION OF INTERESTS IN THE FOREST IN
THE INDEPENDENT STATE OF PAPUA NEW GUINEA
INVOLVING ISSUE OF THE BONDS

INTRODUCTION

Reference is made to the announcement of the Company dated 2 December 2011. As disclosed
therein, on 2 December 2011, the Company entered into the Strategic Cooperation Agreement with
Longjiang Forest Industry for the establishment of a strategic alliance between the Company and
Longjiang Forest Industry with respect to the development and management of the forest in the Project
Area. In consideration of Longjiang Forest Industry agreeing to provide the assistance and advice
pursuant to the Strategic Cooperation Agreement, the Company has conditionally agreed to grant to

*  For identification purposes only
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Longjiang Forest Industry the Longjiang Option to subscribe for such number of new Shares
representing not more than 5% of the issued share capital of the Company as at the date of the Strategic
Cooperation Agreement, equivalent to 495,170,096 Shares (equivalent to 49,517,009 New Shares after
the Capital Reorganization becoming effective).

At the same time, the Company entered into the Agent Agreement with the Agent, pursuant to
which the Agent has agreed to assist and procure the Company and Longjiang Forest Industry to enter
into the Strategic Cooperation Agreement and provide other assistance to the Company in the
development and exploitation of the forest in the Project Area. In consideration of the Agent agreeing to
provide the assistance pursuant to the Agent Agreement, the Company has conditionally agreed to grant
to the Agent the Agent Option to subscribe for such number of new Shares representing not more than
5% of the issued share capital of the Company as at the date of the Agent Agreement, equivalent to
495,170,096 Shares (equivalent to 49,517,009 New Shares after the Capital Reorganization becoming
effective).

On 2 December 2011, the Purchaser entered into the Agreement with the Vendors and the
Guarantor whereby the Purchaser has conditionally agreed to purchase and the Vendors have
conditionally agreed to sell the Sale Shares for a consideration of HK$310 million. The Acquisition
constitutes a major transaction of the Company under the Listing Rules. Accordingly, the Agreement
and the transactions contemplated thereunder are subject to the approval of the Shareholders at the
SGM.

As announced by the Company on 16 February 2012, the Board proposed to reorganize the share
capital of the Company by implementing: (1) the share consolidation, which involves the consolidation
of every ten (10) issued and unissued Shares of HK$0.025 each in the share capital of the Company into
one (1) Consolidated Share of HK$0.25 each (the “Share Consolidation”); (2) the capital reduction,
which involves (i) the reduction of the issued share capital of the Company by cancelling the paid-up
capital of the Company to the extent of HK$0.24 on each of the then issued Consolidated Shares such
that the nominal value of each issued Consolidated Share will be reduced from HK$0.25 to HK$0.01;
and (ii) the reduction of the authorized share capital of the Company by reducing the nominal value of
all unissued Consolidated Shares from HK$0.25 each to HK$0.01 each, resulting in the reduction of the
authorized share capital of the Company from HK$400,000,000 divided into 1,600,000,000 Consolidated
Shares to HK$16,000,000 divided into 1,600,000,000 New Shares (the “Capital Reduction”); and (3)
the Increase in Authorized Share Capital, which involves the increase of authorized share capital from
HK$16,000,000 (divided into 1,600,000,000 New Shares) to HK$400,000,000 (divided into
40,000,000,000 New Shares) by the creation of 38,400,000,000 New Shares (the “Increase in
Authorized Share Capital”, together with Share Consolidation, Capital Reduction, the ‘“Capital
Reorganization”).

As disclosed in the circular of the Company dated 23 February 2012, the Capital Reorganization is
subject to the Shareholders’ approval at a special general meeting of the Company to be convened. To
the best knowledge of the Board, none of the Shareholders has a material interest in the Capital
Reorganization and will be required to abstain from voting at the said special general meeting in respect
of the resolution relating to the Capital Reorganization. Please refer to the circular of the Company
dated 23 February 2012 for further details of the Capital Reorganization.

The purpose of this circular is to provide you with, among other things, further details of (i) the
Strategic Cooperation Agreement; (ii) the Agent Agreement; (iii) the Agreement; (iv) other information
required under the Listing Rules; and (v) a notice to convene the SGM.
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STRATEGIC ALLIANCE WITH #EFEIHRM T X EBE)#E AT (CHINA LONGJIANG FOREST
INDUSTRY (GROUP) GENERAL CORPORATION¥)

The Board is pleased to announce that on 2 December 2011, the Company has entered into the

Strategic Cooperation Agreement with Longjiang Forest Industry for the establishment of a strategic

alliance between the Company and Longjiang Forest Industry with respect to the development and

management of the forest in the Project Area.

Principal terms of the Strategic Cooperation Agreement are as follows:

Date:

Parties:

Terms of cooperation:

2 December 2011
the Company and Longjiang Forest Industry

To the best of the Directors’ knowledge, information and
belief having made all reasonable enquiry, Longjiang Forest
Industry and its ultimate beneficial owners are Independent
Third Parties of the Group and its connected persons as well
as of the Agent, each of the Vendors and their respective
ultimate beneficial owners, and there are no prior
transactions entered into between the Group and Longjiang
Forest Industry and its ultimate beneficial owners.

The Strategic Cooperation Agreement sets out the
framework of cooperation between the two parties for a
term of five (5) years and extendable for another five (5)
years (except for the terms and conditions of the Longjiang
Option). Pursuant to the Strategic Cooperation Agreement,
Longjiang Forest Industry will advise and assist the
Company on the operation and management of the forest in
the Project Area, including the provision of forest
management experts, technicians and skilled labour, of
whom not less than five but not more than eight
management experts shall possess not less than three years’
solid experience in the forestry business including the
exploitation, management and operation of large scale forest
outside the PRC, to participate in the daily management and
operation of the forest in the Project Area. Longjiang Forest
Industry will also assist the Company in devising the
business and production plans for the Target Subsidiary,
provide the necessary equipments and skills and such other
assistance as the Company may require in the exploitation,
management and operation of the forest in the Project Area.

~10 -
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Share option:

According to the Strategic Cooperation Agreement,
Longjiang Forest Industry has agreed to nominate one to
two key personnel to join the technical advisory board that
the Company may set up for the forestry business after
Completion of the Acquisition and to provide ongoing
advice to the Board in relation to the operation and
management of the forest in the Project Area.

To give effect to and implement the terms of the proposed
cooperation under the Strategic Cooperation Agreement, the
parties may, if necessary, either by themselves or through
their respective subsidiaries, enter into one or more further
agreements. If any further agreement is made pursuant to
the Strategic Cooperation Agreement, where necessary, the
Company will comply with all the relevant requirements,
and make further announcement, in relation to such
agreement(s) as and when appropriate in accordance with
the Listing Rules.

(i) In consideration of Longjiang Forest Industry agreeing
to provide the assistance and advice pursuant to the
Strategic Cooperation Agreement, the Company has
conditionally agreed to grant to Longjiang Forest
Industry the Longjiang Option to subscribe for not
more than 5% of the issued share capital of the
Company as at the date of the Strategic Cooperation
Agreement, equivalent to 495,170,096  Shares
(equivalent to 49,517,009 New Shares after the
Capital Reorganization becoming effective). Assuming
the Longjiang Option is exercised in full, 495,170,096
Longjiang Option Shares (equivalent to 49,517,009
New Shares after the Capital Reorganization becoming
effective) will be issued thereunder, representing 5%
of the issued share capital of the Company as at the
date of the Strategic Cooperation Agreement and
approximately 4.76% of the issued share capital of the
Company as enlarged by the allotment and issue of all
the Longjiang Option Shares.

— 11 =
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(i1)

The Longjiang Option 1is exercisable at the
subscription price equivalent to the average closing
price of the Shares for the five (5) consecutive trading
days immediately prior to the date of exercise of the
Longjiang Option on which a notice is given therefor
by Longjiang Forest Industry, subject to the maximum
subscription price of HK$0.050 (equivalent to
HK$0.50 after the Capital Reorganization becoming
effective) and the minimum subscription price of
HK$0.025 (equivalent to HK$0.25 after the Capital
Reorganization becoming effective).

The minimum subscription price of HKS$0.025
represents:

a) a premium of approximately 92.31% over the
closing price of HK$0.013 per Share as quoted
on the Stock Exchange on the Latest Practicable
Date;

b) a discount of approximately 24.24% to the
closing price of HK$0.033 per Share as quoted
on the Stock Exchange on the Last Trading Day;
and

c¢) a discount of approximately 26.47% to the
average closing price of HK$0.034 per Share as
quoted on the Stock Exchange for the five (5)
consecutive trading days up to and including the
Last Trading Day.

The maximum subscription price of HKS$0.050
represents:

a) a premium of approximately 284.62% over the
closing price of HK$0.013 per Share as quoted
on the Stock Exchange on the Latest Practicable
Date;

b) a premium of approximately 51.52% over the
closing price of HK$0.033 per Share as quoted
on the Stock Exchange on the Last Trading Day;
and

— 12 —
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(iii)

(iv)

c¢) a premium of approximately 47.06% over the
average closing price of HK$0.034 per Share as
quoted on the Stock Exchange for the five (5)
consecutive trading days up to and including the
Last Trading Day.

The subscription price was arrived at after arm’s length
negotiations between the Company and Longjiang
Forest Industry with reference to the market price of
the Shares under the prevailing market conditions. The
subscription price is subject to adjustments upon the
occurrence of any change in the share capital in the
Company which takes place and becomes effective
before the exercise and completion of the Longjiang
Option including, among other matters, capitalisation
of profits or reserves, rights issues of Shares, grant to
the members of the Company rights for subscriptions
of any other securities of the Company (including any
securities convertible into Shares, warrants or options
for Shares), consolidation, subdivision or reduction, or
any other events leading to the change of share capital
of the Company. Such adjustments shall be certified
either (at the option of the Company) by the auditors
of the Company for the time being or by an approved
merchant bank in accordance with the terms and
conditions of the Strategic Cooperation Agreement.

Conditional upon Longjiang Forest Industry having
complied with all applicable laws and regulations in
connection with the exercise of the Longjiang Option,
the payment of the subscription money and the holding
and registration in its own name of the Longjiang
Option Shares, the Longjiang Option may be exercised
by Longjiang Forest Industry in whole or in part at
any time and from time to time within 12 months after
the issue or grant of the Clearance Authority by the
Forest Authority of PNG, but in any event not later
than 31 December 2015.

The Longjiang Option may not be transferred to any

third party without the written consent of the
Company.

13 -
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Conditions precedent for the grant The grant of Longjiang Option is subject to and conditional
of the Longjiang Option: upon all of the following conditions being fulfilled:

(i) Completion of the Acquisition; and

(ii) the Company having complied with the requirements
under its bye-laws and all applicable laws and the
Listing Rules for the purpose of the grant of the
Longjiang Option, including the Shareholders having
approved at the SGM the Strategic Cooperation
Agreement and the transactions contemplated
thereunder, including but without limitation the grant
of the Longjiang Option and the allotment and issue of
the Longjiang Option Shares; and the Listing
Committee of the Stock Exchange having granted or
agreed to grant the listing of, and permission to deal
in, the Longjiang Option Shares, whether subject to
condition(s) or not.

In the event that the conditions set out above are not
satisfied by 31 December 2012 (or such later date as the
parties may agree), the Strategic Cooperation Agreement
shall thereupon forthwith cease and determine and neither
party shall have any claim against the other.

As at the Latest Practicable Date, none of the conditions
precedent to the Agreement has been fulfilled.

Longjiang Option Shares: The Longjiang Option Shares, when allotted and issued, will
rank pari passu in all respects with all other Shares in issue
as at the date of exercise of the Longjiang Option on which
a notice is given therefor and be entitled to all dividends
and other distributions the record date of which falls on a
date on or after the notice of the exercise of the Longjiang
Option is given.

Assuming that the Longjiang Option is exercised in full at the minimum subscription price of
HK$0.025, the gross proceeds from the Strategic Cooperation Agreement will be approximately
HK$12.38 million and the estimated net proceeds will be approximately HK$12.30 million. On the
aforesaid basis, the net price to the Company per Share under the Longjiang Option is approximately
HK$0.0248. It is expected that the net proceeds will be used as general working capital for the Group
and/or for the repayment of the Promissory Note or other liabilities of the Company.
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Specific Mandate

The Longjiang Option Shares will be allotted and issued under the specific mandate to be granted

to the Directors by a resolution of the Shareholders passed at the SGM.

Application for Listing

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

permission to deal in, the Longjiang Option Shares. The Longjiang Option will not be listed on the

Stock Exchange or any other stock exchanges.

Key members of the management team of Longjiang Forest Industry

The following sets out briefly the biographical details of the management team of Longjiang Forest

Industry:

(1)

(i1)

(iii)

@iv)

Mr. Sun Bao Gang (FRE ), aged 49, is currently the researcher of Longjiang Forest
Industry and the vice dean of the Heilongjiang Academy of Forestry* (SRHEVLE MER}E
FE). He has over 20 years’ experience in forest education and research, forest management,
forest ecology and forest certification. He graduated from the Northeast Forestry University*
CRAEARZE K EE) with a master degree of forestry. He was awarded the Science Progress First
Award in Heilongjiang* (FRAEVLEFHEREHLMIESL —484E) and the Science Progress First
Award of the Administration of the Forest Industry in Heilongjiang* (ZRHEVLE & L4 R Rl &2
el — %5 4%) for his research of the Synthesis Technology of the Sustainable Forestry in
the Timber Stand Base of Heilongjiang* (F&HEVLE A A AR M n] REAE AR ZE LR & HE1IT).

Mr. Zhang Tong Wei (5k[F4%), aged 50, is currently the professor-level senior engineer of
Longjiang Forest Industry and the head of the Forest Operation Department in the
Administration of the Forestry in Heilongjiang* (M2HEVL# #% LAJS/EMR). He graduated
from the Northeast Forestry University* (SRILARZE KR EL) with a master degree of forestry. He
is specialized in the forest operation and technology management. He led in the compilation
of the Standards of the Forest Operation Technology in the National Owned Forest in
Heilongjiang*  ((EBEVLHE B A ARG B IIT R 5IHEYE)) | the Research on the Forest
Operation Technology* ((EMFLMIAFFE)) and the Design of Forest Operation Survey (&
MFAEREF)) . He has obtained several province-level awards for his researches.

Mr. Lu Zhong Da (JEf##£), aged 47, is currently the professor-level senior engineer of
Longjiang Forest Industry, the deputy head of the Forest Design and Research Institute in
Heilongjiang* (FRHEVLE MERFIFFLBE) and a Registered Consulting Engineer* (g ffft 5570
T#£Hfi) in the PRC. He graduated from the Northeast Forestry University* (BRALAKZE R EL)
with a bachelor degree of the forest projects. He is experienced in the general planning of
forestry and the advisory, planning and design of construction projects.

Mr. Li Zhong (%), aged 57, is currently the professor-level senior engineer of Longjiang
Forest Industry and the deputy head of the Administration of the Forest Resource in
Heilongjiang* (BHEVLE HRME VRS )R). He graduated from the Northeast Forestry
University* (RIUMZFEKEL) with a bachelor degree of roads and bridges. He is specialized
in the resource surveying and forest harvesting.
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(v) Mr. Jin Ming Tie (% 1A, aged 58, is currently the professor-level senior engineer of
Longjiang Forest Industry and the head of Production and Transportation Department in the
Administration of the Forest in Heilongjiang* (F&BEVL#H £k L8 J= A & 24 7). He graduated
from the Northeast Forestry University* (RILMZEKEL) with a bachelor degree of timber
production and transportation. He is specialized in timber production.

With its extensive history in the forestry industry and its dependable professional team and work
force, the Directors believe that Longjiang Forest Industry will be able to deploy a qualified team to the
forest in the Project Area and provide such advice and assistance as the Group may from time to time
require in the development and management thereof, after Completion of the Acquisition. The Directors
are of the view that the terms and conditions of the Strategic Cooperation Agreement have been agreed
on normal commercial terms after arm’s length negotiations between the Company and Longjiang Forest
Industry, and that the terms and conditions of the Strategic Cooperation Agreement, including the terms
of the Longjiang Option, are normal commercial terms, fair and reasonable and in the interests of the
Group and the Shareholders as a whole.

THE AGENT AGREEMENT

The Board is also pleased to announce that on 2 December 2011, the Company has entered into the
Agent Agreement with the Agent.

Principal terms of the Agent Agreement are as follows:
Date: 2 December 2011

Parties: the Company and the Agent

To the best of the Directors’ knowledge, information and
belief having made all reasonable enquiry, the Agent and its
ultimate beneficial owners are Independent Third Parties to
the Group and its connected persons as well as to Longjiang
Forest Industry, each of the Vendors and their respective
ultimate beneficial owners, and there are no prior
transactions entered into between the Group and the Agent
and its ultimate beneficial owners.
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Terms of cooperation:

(1)

(i1)

In consideration of the Agent agreeing to provide the
assistance pursuant to the Agent Agreement, the
Company has conditionally agreed to grant to the
Agent the Agent Option to subscribe for not more than
5% of the issued share capital of the Company as at
the date of the Agent Agreement, equivalent to
495,170,096 Shares (equivalent to 49,517,009 New
Shares after the Capital Reorganization becoming
effective). Assuming the Agent Option is exercised in
full, 495,170,096 Agent Option Shares (equivalent to
49,517,009 New Shares after  the Capital
Reorganization becoming effective) will be issued
thereunder, representing 5% of the issued share capital
of the Company as at the date of the Agent Agreement
and approximately 4.76% of the issued share capital of
the Company as enlarged by the allotment and issue of
all the Agent Option Shares.

The Agent Option is exercisable at the subscription
price equivalent to the average closing price of the
Shares for the five (5) consecutive trading days
immediately prior to the date of exercise of the Agent
Option on which a notice is given therefor by Agent,
subject to the maximum subscription price of
HK$0.050 (equivalent to HKS$0.50 after the Capital
Reorganization becoming effective) and the minimum
subscription price of HK$0.025 (equivalent to
HK$0.25 after the Capital Reorganization becoming
effective).

The minimum subscription price of HKS$0.025
represents:

a) a premium of approximately 92.31% over the
closing price of HK$0.013 per Share as quoted
on the Stock Exchange on the Latest Practicable
Date;

b) a discount of approximately 24.24% to the
closing price of HK$0.033 per Share as quoted
on the Stock Exchange on the Last Trading Day;
and
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c¢) a discount of approximately 26.47% to the
average closing price of HK$0.034 per Share as
quoted on the Stock Exchange for the five (5)
consecutive trading days up to and including the
Last Trading Day.

The maximum subscription price of HK$0.050
represents:

a) a premium of approximately 284.62% over the
closing price of HK$0.013 per Share as quoted
on the Stock Exchange on the Latest Practicable
Date;

b) a premium of approximately 51.52% over the
closing price of HK$0.033 per Share as quoted
on the Stock Exchange on the Last Trading Day;
and

c¢) a premium of approximately 47.06% over the
average closing price of HK$0.034 per Share as
quoted on the Stock Exchange for the five (5)
consecutive trading days up to and including the
Last Trading Day.

The subscription price was arrived at after arm’s length
negotiations between the Company and the Agent with
reference to the market price of the Shares under the
prevailing market conditions. The subscription price is
subject to adjustments upon the occurrence of any
change in the share capital in the Company which
takes place and becomes effective before the exercise
and completion of the Agent Option including, among
other matters, capitalisation of profits or reserves,
rights issues of Shares, grant to the members of the
Company rights for subscriptions of any other
securities of the Company (including any securities
convertible into Shares, warrants or options for
Shares), consolidation, subdivision or reduction, or
any other events leading to the change of share capital
of the Company. Such adjustments shall be certified
either (at the option of the Company) by the auditors
of the Company for the time being or by an approved
merchant bank in accordance with the terms and
conditions of the Agent Agreement.
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Conditions precedent for the grant
of the Agent Option:

(ii1) Conditional upon the Agent having complied with all
applicable laws and regulations in connection with the
exercise of the Agent Option, the payment of the
subscription money and the holding and registration in
its own name of the Agent Option Shares, the Agent
Option may be exercised by the Agent in whole or in
part at any time and from time to time within 12
months from the effective date of the Agent
Agreement or on or before 31 December 2012,
whichever is the earlier.

(iv) The Agent Option may not be transferred to any third
party without the written consent of the Company.

The grant of Agent Option is subject to and conditional
upon all of the following conditions being fulfilled:

(i) Completion of the Acquisition;

(i1) execution of the Strategic Cooperation Agreement by
the Company and Longjiang Forest Industry; and

(iii) the Company having complied with its bye-laws and
all applicable laws and the Listing Rules for the
purpose of the grant of the Agent Option, including
the Shareholders having approved at the SGM the
Agent Agreement and the transactions contemplated
thereunder, including but without limitation the grant
of the Agent Option and the allotment and issue of the
Agent Option Shares; and the Listing Committee of
the Stock Exchange having granted or agreed to grant
the listing of, and permission to deal in, the Agent
Option Shares, whether subject to condition(s) or not.

As at the Latest Practicable Date, condition (ii) mentioned
above had been satisfied.

In the event that the conditions set out above are not
satisfied by 31 December 2012 (or such later date as the
parties may agree), the Agent Agreement shall thereupon
forthwith cease and determine and neither party shall have
any claim against the other.
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Agent Option Shares: The Agent Option Shares, when allotted and issued, will
rank pari passu in all respects with all other Shares in issue
as at the date of exercise of the Agent Option on which a
notice is given therefor and be entitled to all dividends and
other distributions the record date of which falls on a date
on or after the notice of the exercise of the Agent Option is
given.

Assuming that the Agent Option is exercised in full at the minimum subscription price of
HK$0.025, the gross proceeds from the Agent Agreement will be HK$12.38 million and the estimated
net proceeds will be approximately HK$12.30 million. On the aforesaid basis, the net price to the
Company per Share under the Agent Option is approximately HK$0.0248. It is expected that the net
proceeds will be used as general working capital for the Group and/or for the repayment of the
Promissory Note or other liabilities of the Company.

Specific Mandate

The Agent Option Shares will be allotted and issued under the specific mandate to be granted to
the Directors by a resolution of the Shareholders passed at the SGM.

Application for Listing

Application will be made to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, the Agent Option Shares. The Agent Option will not be listed on the Stock
Exchange or any other stock exchanges.

Information on the Agent
The Agent is an investment holding company incorporated in BVI with limited liability.

The Directors consider that the terms and conditions of the Agent Agreement are entered into upon
normal commercial terms following arm’s length negotiations between the Company and the Agent. As
the Agent Agreement will facilitate the formation of strategic alliance between the Company and
Longjiang Forest Industry, the Directors consider that the terms and conditions of the Agent Agreement,
including the terms of the Agent Option, are fair and reasonable and are in the interests of the Company
and its Shareholders as a whole.
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MAJOR TRANSACTION

The Board is pleased to announce that on 2 December 2011, the Agreement in relation to the

Acquisition was entered, details of which are set out below:

THE AGREEMENT

Date

2 December 2011

Parties

Purchaser:

Vendors:

Guarantor:

Century Praise Limited, a wholly-owned subsidiary of the
Company

(1) Able Famous Limited (“Able Famous”), an investment
holding company incorporated in BVI with limited liability,
which owns 50% of the issued share capital of the Target
Company.

(2) Peak Sino Limited (“Peak Sino”), an investment holding
company incorporated in BVI with limited liability, which
owns 50% of the issued share capital of the Target
Company.

To the best of the Directors’ knowledge, information and belief
having made all reasonable enquiry, save for disclosed above,
each of Able Famous, Peak Sino and their respective ultimate
beneficial owner(s) is an Independent Third Party of the Group
and its connected persons, of Longjiang Forest Industry, the
Agent and their respective ultimate beneficial owners, and there
are no prior transactions entered into between the Group and the
Vendors save as those contemplated under the Acquisition.

Ms. To Yuk Fung, being the sole director and one of the ultimate
beneficial owners of Peak Sino, has unconditionally and
irrevocably, guaranteed to the Purchaser under the Agreement the
due and punctual performance by the Vendors of their obligations
in accordance with the terms of the Agreement. To the best of the
Directors’ knowledge, information and belief having made all
reasonable enquiry, save for disclosed above, the Guarantor is an
Independent Third Party of the Group and its connected persons,
of Longjiang Forest Industry, the Agent and their respective
ultimate beneficial owners, and there are no prior transaction
entered into between the Group and the Guarantor save as those
contemplated under the Acquisition.
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Assets to be acquired

The Sale Shares, being 51 issued shares of the Target Company representing 30% of the entire
issued share capital of the Target Company, will be acquired from Able Famous as to 26 issued shares
of the Target Company and Peak Sino as to the remaining 25 issued shares of the Target Company. As
at the date of the Agreement, the sole asset of the Target Company was the entire issued share capital of
the Target Subsidiary. The Target Subsidiary is a company incorporated in PNG with limited liability
and has obtained the Logging Concession with respect to the forest in the Project Area. Please refer to
the paragraph headed “Information on the Target Group” for further details on the Target Company, the
Target Subsidiary and the forest in the Project Area.

Upon Completion, the Company will, through the Purchaser, own 30% issued share capital of the
Target Company, and in turn, the Target Subsidiary and the Logging Concession. Notwithstanding the
Acquisition involves only a minority stake in the Target Company, by virtue of the terms of the
Shareholders’ Agreement to be entered into between the Purchaser and the Vendors upon Completion,
the Purchaser will have the control over the board of directors of the Target Company and 51% of the
total voting rights in the general meetings of the Target Company (please refer to the paragraph headed
“Shareholders’ Agreement” for further details of the terms of the Shareholders’ Agreement).
Accordingly the Target Company and the Target Subsidiary will be treated as indirect subsidiaries of
the Company and the financial performance of the Target Group will be consolidated into the financial
accounts of the Company upon Completion.

Consideration

The Consideration for the Acquisition is HK$310,000,000, which shall be satisfied by the
Purchaser at Completion in the following manner:

(i) as to HK$27,000,000 by payment in cash;

(i) as to HK$33,000,000 by procuring the issue of the Bonds by the Company to the Vendors;
and

(iii) as to the remaining HK$250,000,000, at the option of the Purchaser, either by way of
payment in cash or by procuring the Company to issue the Promissory Note to the Vendors,
or a combination of both.

For the cash portion of the Consideration in the sum of HK$27,000,000,

(i) a sum of HK$10,000,000 has been paid by the Company by way of Deposit within seven (7)
days after signing of the MOU;

(i) a sum of HK$10,000,000 has been paid by the Purchaser to the Vendors on the execution of
the Agreement as the Further Deposit on account of the Consideration; and

(iii) the remaining cash portion of the Consideration in the sum of HK$7,000,000 will be paid by
the Purchaser to the Vendors on Completion and will be funded by the internal resources of
the Group.
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Upon Completion, the Deposit and the Further Deposit shall be applied in part payment of the
Consideration.

The Group currently intends to settle a portion of the Consideration in the sum of HK$250,000,000
by way of payment of cash to be funded partly by the internal resources of the Group and partly by debt
and/or equity financing, details of which are disclosed in the section headed “Reasons for and benefits
of the strategic alliance and the Acquisition™ in this circular. In the event that at Completion, the Group
does not have sufficient internal resources and/or fails to raise sufficient funds for the settlement of the
whole or part of this portion of the Consideration in the sum of HK$250,000,000, the whole or any
shortfall thereof will be settled by procuring the Company to issue the Promissory Note to the Vendors.
If any Promissory Note are issued at Completion by the Company in part payment of the Consideration,
it is currently the Company’s intention to conduct further debt and/or equity fund raising activities as
and when suitable opportunities arise for the early repayment of such Promissory Note.

Basis of determination of the Consideration

The Consideration was determined after arm’s length negotiations between the Purchaser and the
Vendors after taking into account (i) the preliminary valuation of the entire issued share capital of the
Target Group of approximately US$140,000,000 (equivalent to approximately HK$1,085,700,000) as at
30 June 2011 (the “Preliminary Valuation™) as appraised by the independent valuer, BMI Appraisals
Limited (the “Valuer”), engaged by the Company; and (ii) the business prospects of the Target Group.

Having considered that (i) the Acquisition is in line with the business strategy of the Group to
diversify its existing business; (ii) the favourable prospects of the forestry industry in PNG, details of
which have been set forth in the section headed “Reasons for and benefits of the strategic alliance and
the Acquisition” in this circular; and (iii) the Consideration represents a discount of approximately
4.83% to the valuation of the Target Group as of 30 June 2011 and approximately 5.50% to the
Valuation (as defined below) of the Target Group as of 31 October 2011 attributable to the Sale Shares,
details of which have been set forth in the paragraph headed ‘“Valuation methodology and assumption”,
the Board considers that the Consideration, which was arrived at after arm’s length negotiations, is fair
and reasonable and is in the interests of the Company and the Shareholders as a whole.

Valuation methodology and assumptions

For the finalised valuation report on the Target Group, please refer to Appendix V to this circular
(the “Valuation Report”). According to the Valuation Report, the valuation of the entire issued share
capital of the Target Group was US$141,000,000 (equivalent to approximately HK$1,093,483,200) as at
31 October 2011 (the “Valuation™). As the Valuer has applied the discounted cash flow method under
income approach and adopted certain assumptions in preparing the Valuation, the Valuation constitutes a
profit forecast under Rule 14.61 of the Listing Rules. Summaries of the principal assumptions of the
Valuation are as follows:

° The information in respect of the forest in the Project Area has been prepared on a reasonable
basis after due and careful considerations by the Vendors and the Company;
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The information in respect of the forest in the Project Area stated in a resource assessment
report, including but not limited to the timber resources and tree categories, has been
prepared on a reasonable basis after due and careful considerations by a qualified resource

asSesSsor;

The information in respect of the forest in the Project Area stated in the feasibility study (the
“Feasibility Study”), including but not limited to the annual sawlog production and capital
expenditure, has been prepared on a reasonable basis after due and careful consideration;

The business plan of the Target Subsidiary has been prepared on a reasonable basis by the
Vendors and the Company;

The information in respect of the forest in the Project Area in the production schedule has
been prepared on a reasonable basis after due and careful considerations by the Vendors and
the Company and will not differ materially from the actual production schedule;

All licenses, permits and consents issued by any authorized entity that will materially affect
the operation of the Target Subsidiary have been obtained or can be obtained after all
necessary approvals having been obtained from the relevant authorized entity;

The actual life of the Logging Concession will not differ materially from that of expected;

No policy will be implemented by any authorized entity that will affect the continuity of the
operation of the Target Group;

The operation and conditions of the Target Group will not differ materially from those of the
present or that of expected;

The management of the Target Group are competent and will implement prospective
strategies that will maximize the efficiency of the operation of the forest in the Project Area;

There will be sufficient supply of technical staff in the industry in which the Target Group
operates, and the Target Group will retain competent management, key personnel and
technical staff to support its ongoing operations and developments;

The Target Group has adequate financial resources to finance the operations of the Target
Group;

There will be no major change in the political, legal, taxation policy, fiscal, technological,
market and economic conditions in the jurisdiction where the Target Group is currently
exposed to or will be exposed to;

The market return, market risk, interest rates, exchange rates, tax rates and other market
conditions will not differ materially from the present or that of expected;

The market data, industry information and statistical figures obtained from Bloomberg
Terminal, databases and other public sources are true and accurate;
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° The supply and demand and the relevant market prices, both domestically and internationally,
of the products or similar products produced by the Target Group will not differ materially
from those of present or that of expected; and

° There will be no human disruptions or natural disasters that will materially affect the
operation of the forest in the Project Area.

The principal bases and assumptions used in the Valuation have been set out in the Valuation
Report in Appendix V to this circular.

The Company has engaged its reporting accountants to review the accounting policies and
calculations for the forecast contained in the Valuation Report as at 31 October 2011 and the Directors
have discussed with the Company’s financial adviser on the bases and assumptions used in the
Valuation. The Directors are of the view that the Valuation prepared by the Valuer has been made after
due and careful enquiry. A report from the Company’s reporting accountants and a report from the
financial adviser of the Company with respect to the Valuation as required under Rule 14.62 of the
Listing Rules are included in this Circular.

The Directors consider that the Valuation as at 31 October 2011 is fair and reasonable and the
Consideration represents a discount of approximately 5.50% to the Valuation attributable to the Sale
Shares.

To the best of the Directors’ knowledge, information and belief, having made all reasonable
enquiries, the Valuer, and its ultimate beneficial owner(s) and associate(s) are Independent Third Parties
of the Group and its connected persons.

Conditions precedent to Completion

Completion shall be conditional upon the satisfaction or waiver (as the case may be) of the
following conditions:

(i)  the Purchaser being satisfied with the results of the due diligence review of the Target Group;

(i1) all necessary consents, licences and approvals required to be obtained on the part of the
Vendors and the Target Group in respect of the Agreement and the transactions contemplated
thereby having been obtained and remaining in full force and effect;

(iii) all necessary consents, licences and approvals required to be obtained on the part of the
Purchaser in respect of the Agreement and the transactions contemplated thereby having been
obtained and remaining in full force and effect;

(iv) the passing by the Shareholders at the SGM of all resolutions to approve, among other
matters, the Agreement and the transactions contemplated thereby, including but not limited
to the issue of the Bonds and the Promissory Note, the allotment and issue of the Conversion
Shares upon exercise of the conversion rights attached to the Bonds in accordance with the
terms therein, the Shareholders’ Agreement, the Option Deed, and all other consents and acts
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(v)

(vi)

required under the Listing Rules and other applicable laws and regulations having been
obtained and completed or, as the case may be, the relevant waiver from compliance with any
of such rules having been obtained from the Stock Exchange;

the obtaining of a BVI legal opinion (in form and substance satisfactory to the Purchaser)
from a firm of BVI legal advisers appointed by the Purchaser in relation to the Agreement
and the transactions contemplated thereunder in relation to the due incorporation,
shareholding structure, valid and continued existence of the Target Company (including
payment of its share capital in accordance with the laws of BVI and its articles of
association, to the extent required);

the obtaining of a PNG legal opinion (in form and substance satisfactory to the Purchaser)
from a firm of PNG legal advisers appointed by the Purchaser in relation to the Agreement
and the transactions contemplated thereunder, including but not limited to:

(a) the due incorporation, shareholding structure, valid and continued existence of the
Target Subsidiary and the Vabari Companies (including payment of its share capital in
accordance with the laws of PNG and their articles of association, to the extent
required);

(b) the existence of the forest in Project Area and the wvalidity, legality and the
enforceability of the Lease/Lease Back Agreement and the Agricultural Lease;

(c) the validity, legality and the enforceability of the Master Agreements and the POA or
other legal documents serving the legal purposes of the POA (including but not limited
to its subsequent amendments as contemplated under the Agreement);

(d) the validity of the Target Group’s entitlement to the Agricultural Lease in accordance
with the terms set out in the Lease/Leases Back Agreement and the Master Agreements
and under the laws of PNG;

(e) the validity, legality and enforceability of all relevant approvals, licenses, registrations,
confirmation and/or permits for the Target Subsidiary to conduct forestry related
business and to enjoy and exploit the Logging Concession (including consultation
relating to the operation in the forest in the Project Area) as required under the
prevailing regulations in the PNG, except only the Environmental Permit and the
Clearance Authority;

(f) the entering into and completion of the Agreement and the transactions contemplated
thereunder (1) will not cause the Target Group to be in breach of any such approvals,
licences etc.; (2) will not result in the revocation, cancellation, suspension or non-
renewal of such licences etc. upon expiry; or (3) will not in any way adversely affect or
prejudice the Logging Concession or entitlement thereunder of the Target Group; and

(g) the absence of legal impediment under the laws and regulations in PNG for the Target
Subsidiary to obtain the Environmental Permit and the Clearance Authority;
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(vii) the representations and warranties of the Vendors contained in the Agreement remaining true
and accurate in all respects;

(viii) the Purchaser having obtained a valuation report to be issued by a qualified independent
valuer nominated by it showing that the valuation of the Target Group shall be no less than
US$140,000,000, such valuation report shall be in the form and substance satisfactory to the
Purchaser and the bases and assumptions on which such valuation report has been prepared
shall be acceptable in all material respects to the Purchaser;

(ix) the Listing Committee of the Stock Exchange granting the listing of, and permission to deal
in, the Conversion Shares;

(x) the issue of this circular by the Company as required under the Listing Rules;

(xi) no indication being received from the Stock Exchange that the transactions contemplated
under the Agreement will be treated or, as the case may be, ruled by the Stock Exchange as a
“reverse takeover” under the Listing Rules;

(xii) the Purchaser being satisfied that there has not been any Material Adverse Change (or Effect)
in respect of any member of the Target Group since the date of the Agreement;

(xiii) the Company having executed a deed of release to take effect simultaneously upon
Completion in the form and substance reasonably satisfactory to the Purchaser in relation to
the release of the Share Charge and the New Share Charge;

(xiv) the Vendors having duly executed the Shareholders’ Agreement and the Option Deed;

(xv) Bermuda Monetary Authority granting necessary approvals for the allotment and issue of the
Conversion Shares and all other necessary approval being obtained, if necessary;

(xvi) the representatives of the Landowners and the government of PNG having entered into the
Lease/Lease Back Agreement and the Agricultural Lease having been duly granted to Vabari
Land; and

(xvii)the Target Subsidiary and the Vabari Companies having entered into the Master Agreements
and Vabari Land having duly executed the POA in favour of the Target Subsidiary.

The Purchaser may at its absolute discretion at any time waive in writing any of the conditions (i),
>i1), (v), (vi), (vii), (viii) and (xii) as stated above (to the extent it is capable of being waived) and such
waiver may be made subject to such terms and conditions as are determined by the Purchaser. The
Vendors may at their absolute discretion at any time waive in writing any of the conditions (iii) as stated
above (to the extent it is capable of being waived) and such waiver may be made subject to such terms
and conditions as are determined by the Vendors. Conditions (iv), (ix), (x), (xi), (xiv), (xv), (xvi) and
(xvii) cannot be waived by any parties to the Agreement. In the event that the conditions above are not
satisfied or, where applicable waived, on or before 4:00 p.m. on 30 June 2012 (the “Long Stop Date”)
(or such later date as may be agreed by the parties to the Agreement), the Agreement shall cease and
determine and thereafter neither party shall have any obligations and liabilities towards each other
thereunder.
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As at the Latest Practicable Date, the above conditions (viii), (xvi) and (xvii) had been fulfilled.
Completion

Completion shall take place at 4:00 p.m. on the date falling on the fourteenth Business Day after
the fulfillment or waiver (as applicable) of the conditions set forth in the preceding paragraph or such
other date as the Vendors and Purchaser may agree in writing.

Refund of Deposit and Further Deposit

Pursuant to the terms of the MOU, a sum of HK$10,000,000 has been paid by the Company by
way of Deposit. Pursuant to the terms of the Agreement, a further sum of HK$10,000,000 has been paid
by the Purchaser to the Vendors on the execution of the Agreement as the Further Deposit on account of
the Consideration.

As security for the Deposit paid under the MOU, the Share Charge was executed by the Vendors
in favour of the Company over the then entire issued share capital of the Target Company. As at 31
October 2011, the Target Company was indebted to Peak Sino in the sum of approximately
HK$15,024,091, being the entire shareholder’s loan owed by the Target Company. On 1 December
2011, the Capitalisation Shares were allotted and issued to Peak Sino whereas the entire shareholder’s
loan was applied to set off against the total subscription price for the Capitalisation Shares, and the
Target Company had been released from its obligations and liabilities in respect of the shareholder’s
loan. The Capitalisation Shares represented approximately 41.12% of the then existing issued share
capital of the Target Company.

To perfect the Company’s interests under the Share Charge, simultaneously upon the allotment and
issue of the Capitalisation Shares, the New Share Charge had been executed by Peak Sino in favour of
the Company over the entire Capitalisation Shares.

If Completion does not take place as a result of the sole default of the Purchaser, the Vendors may
forthwith terminate the Agreement by giving notice, if any, of termination in writing to the Purchaser to
such effect, in which event the Vendors shall forthwith (but in any event within seven (7) days of such
termination) return the Further Deposit (without interest) to the Purchaser but shall be entitled to forfeit
the Deposit absolutely and the Agreement shall cease and determine and neither party shall have any
obligations and liabilities thereunder and neither party shall take any action to claim for damages or to
enforce specific performance or any other rights and remedies.

If Completion does not take place as a result of the sole default of the Vendors, the Purchaser may
forthwith terminate the Agreement by giving notice of termination in writing to the Vendors to such
effect, in which event the Vendors shall forthwith refund to the Purchaser the Deposit and the Further
Deposit (without interest), together with a sum equivalent to the amount of the Deposit, and the
Agreement shall cease and determine and neither party shall have any obligations and liabilities
thereunder and neither party shall take any action to claim for damages or to enforce specific
performance or any other rights and remedies.

If Completion does not take place otherwise than due to the sole default of either the Purchaser or
the Vendors, the Agreement shall cease and terminate and the Vendors shall refund to the Purchaser the
Deposit and the Further Deposit (without interest) after deduction of reasonable expense paid or incurred
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solely for the purpose of acquiring the Logging Concession for the Target Subsidiary, and neither party

shall have any obligations and liabilities thereunder and neither party shall take any action to claim for

damages or to enforce specific performance or any other rights and remedies.

In either of the aforementioned scenario, upon the refund of the Deposit (or part thereof) and/or

the Further Deposit, as the case may be, the Share Charge and the New Share Charge will be released.

The Share Charge and the New Share Charge will also be released immediately before Completion.

Further obligations of the Vendors

Pursuant to the Agreement, the Vendors have further undertaken to the Purchaser that:

©)

(i1)

(iii)

Guarantee

the Vendors shall at their costs and expenses procure (a) the Target Subsidiary and the
Vabari Companies to enter into the Master Agreements and (b) Vabari Land to execute the
POA in favour of the Target Subsidiary, within 60 days from the date of the Agreement;

the Vendors shall at their costs and expenses obtain for the Target Subsidiary and procure
and assist the Target Subsidiary to obtain all such relevant approvals, licenses, registrations,
confirmation and/or permits as may be required for the Target Subsidiary to conduct forestry
related business and to enjoy and exploit the Logging Concession under the laws and
regulations in PNG, including but without limitation, the Agricultural Lease, the
Environmental Permit and the Clearance Authority; and

the Vendors shall procure that at Completion, all sums owing to Target Group by the
directors of the Target Group company or the Vendors, whether due for payment or not, are
repaid; and no sums are owing to the Vendors by the Target Company or the Target
Subsidiary, whether due for payment or not.

Pursuant to the Agreement, the Guarantor has unconditionally and irrevocably, guaranteed to the

Purchaser the due and punctual performance by the Vendors of all the obligations expressed to be

imposed on or assumed by them under the Agreement as if she were the primary obligor.

Promissory Note

Any Promissory Note which may be issued at Completion in part payment of the Consideration

will be subject to the following principal terms:

Principal amount: Not more than HK$250 million

Maturity date: the day following the expiry of fifteen (15) months from the date of

issue of Promissory Note (the “Maturity Date”)

Interest rate: 10% per annum on the principal amount, which was determined by the

Vendors and the Purchaser after arm’s length negotiations with
reference to the lending rates of the Group’s money-lending business
ranging from 8% per annum to 48% per annum
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Redemption:

Transferability:

Event of default:

Bonds

Provided that the Company has given to the holder of the Promissory
Note not less than two (2) Business Days’ prior notice in writing of its
intention to redeem the Promissory Note, the Company may at any
time after the date of the issue of the Promissory Note up to the date
immediately prior to the Maturity Date, redeem the Promissory Note in
its entirety or any part of it (in amounts of not less than HKS$1
million). The principal amount of the Promissory Note outstanding on
the Maturity Date, together with the interest accrued thereon, shall be
repayable in one lump sum on the Maturity Date.

The Promissory Note may, with not less than ten (10) Business Days’
prior written notification to the Company, be freely transferable and
assignable by the holder of the Promissory Note by way of deed to any
party other than a connected person of the Company and any
subsequent holder of the Promissory Note will be treated as the
absolute owner of the Promissory Note for all purposes.

In addition to certain conventional events of default (including the
winding up, cessation of business, appointment of receivers,
involvement in material litigation as defendant, material adverse
change in the financial position of the Company etc.), the events of
default of the Promissory Note shall also include the issue of shares of
the Company to parties other than to the parties to the Promissory Note
without the holder of the Promissory Note consent (unless otherwise
mutually agreed by the Company and the Promissory Note holder) save
and except the issue of Shares pursuant to the Bonds, the Agreement,
any options and convertible securities, and other obligation or general
mandate exist at the date of the Promissory Note or any pro-rata issue
of Shares to the Shareholders from time to time.

If any of the events of default specified above occurs, the Company
shall on demand of the holder of the Promissory Note repay the
outstanding principal amount of the Promissory Note in full in cash.

Principal terms of the Bonds which will be issued at Completion are as follows:

Principal amount:

Maturity date:

Interest rate:

Conversion:

HK$33,000,000

the date immediately following one year after the first issue of the
Bonds (the “Bonds Maturity Date”)

the Bonds shall carry no interest

Any Bonds remaining outstanding at the Bonds Maturity Date shall be
mandatorily converted into Conversion Shares at the then applicable
Conversion Price (as defined below).
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Conversion price:

Holders of the Bonds will have the right to convert the Bonds, in
whole or in part (in the amount or integral multiple of HK$1 million)
into the Conversion Shares, at any time from the day immediately
following the issue of the Bonds, up to the day immediately prior to
the Bonds Maturity Date, provided that any conversion of the
Conversion Shares (a) shall not render such holder of the Bonds
(together with its associates and the parties acting in concert with it) to
trigger a mandatory offer under Rule 26 of the Takeovers Codes; and
(b) will not cause the Company becoming unable to meet the public
float requirement under the Listing Rules.

The Conversion Price per Conversion Share shall be the higher of (a)
the par value of the Share from time to time, and (b) the average of the
closing prices of one Share as quoted on the Stock Exchange for the
five (5) consecutive trading days up to and including the last trading
day immediately before Completion (the “Conversion Price”). As at
the Latest Practicable Date, the par value of the Share is HK$0.025
(equivalent to HKS$0.01 after the Capital Reorganization becoming
effective).

The Conversion Price was arrived at after arm’s length negotiation
between the Vendors and the Purchaser with reference to the market
price of the Shares under the then prevailing market conditions. The
initial minimum Conversion Price of HKS$0.025, (equivalent to
HK$0.01 after the Capital Reorganization becoming effective) bei