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This document is important. If you are in any doubt as to the action you should take,
you should consult your legal, ﬁnancial, tax or other professional adviser(s).

Placement of 22,200,000 Placement Shares at S$0.22 for each Placement
Share, payable in full on application
PrimePartners Corporate Finance Pte. Ltd. (the “Sponsor”) has made an
application to the SGX-ST for permission to deal in, and for quotation of, all
our existing issued ordinary shares (the “Shares”) in the capital of Starland
Holdings Limited (the “Company”), the new Shares which are the subject of
this Placement (the “Placement Shares”), the new Shares to be issued to
PrimePartners Corporate Finance Pte. Ltd. (the “PPCF Shares”) pursuant to
the Management Agreement (as deﬁned herein), and the new Shares which
may be issued pursuant to the Starland Performance Share Plan (the “Award
Shares”) to be listed for quotation on Catalist. The Sponsor has submitted this
Offer Document to the SGX-ST. Acceptance of applications will be conditional
upon, inter alia, issue of the Placement Shares and permission being granted
by the SGX-ST for the listing and quotation of all our existing issued Shares, the
Placement Shares, the PPCF Shares and the Award Shares on Catalist. Monies
paid in respect of any application accepted will be returned if the admission
and listing do not proceed or for any other reason. The dealing in and quotation
of the Shares will be in Singapore dollars.

STARLAND HOLDINGS LIMITED
101 Thomson Road
#15-04 United Square
Singapore 307591

Companies listed on Catalist may carry higher investment risk when compared
with larger or more established companies listed on the Main Board of the
SGX-ST. In particular, companies may list on Catalist without a track record of
proﬁtability and there is no assurance that there will be a liquid market in the
shares or units of shares traded on Catalist. You should be aware of the risks of
investing in such companies and should make the decision to invest only after
careful consideration and, if appropriate, consultation with your professional
adviser(s).
This offer is made in or accompanied by an Offer Document (the “Offer
Document”) that has been registered by the SGX-ST acting as agent
on behalf of the Authority.
Neither the Authority nor the SGX-ST has examined or approved the contents
of this Offer Document. Neither the Authority nor the SGXST assumes any
responsibility for the contents of this Offer Document, including the correctness
of any of the statements or opinions made or reports contained in this Offer
Document. The SGX-ST does not normally review the application for admission
but relies on the Sponsor conﬁrming that the Company is suitable to be listed
and complies with the Catalist Rules (as deﬁned herein). Neither the Authority nor
the SGX-ST has in any way considered the merits of the Shares or units of Shares
being offered for investment. The registration of this Offer Document by the SGX-ST
on behalf of the Authority does not imply that the Securities and Futures Act (Chapter
289) of Singapore, or any other legal or regulatory requirements, or requirements under
the SGX-ST’s listing rules, have been complied with.
We have not lodged or registered this Offer Document in any other jurisdiction.
Investing in our Shares involves risks which are described in the section entitled “RISK
FACTORS” of this Offer Document.
After the expiration of six (6) months from the date of registration of this Offer Document,
no person shall make an offer of securities, or allot, issue or sell any securities, on the
basis of this Offer Document; and no ofﬁcer or equivalent person or promoter of the
Company will authorise or permit the offer of any securities or the allotment, issue or
sale of any securities, on the basis of this Offer Document.

CHINA
CHONGQING

Starland Holdings Limited (“Starland”) is a Singaporean owned and
managed property developer for quality integrated residential and
commercial properties in the PRC. With established expertise in key aspects
of property development and management, we operate a vertically integrated business model
from site selection, land acquisition, project conceptualisation, construction, sale, completion and
after-sale services. We intend to build a strong presence and brand name for quality integrated
residential and commercial properties projects in Chongqing and other second and third tier PRC
cities, focusing on large scale, mid to high end and multi-phased projects.
CHONGQING
Chongqing is one of the PRC’s fastest growing economies
with signiﬁcant increases in GDP, per capita disposable
income and foreign direct investments. The total population
of Chongqing is expected to grow to approximately 32.5
million by 2020 with an urbanisation rate of 70%. With
approximately 750,000 new residents annually, there is a
enormous need for shelter, which is the fundamental driver
for Chongqing’s property market.
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FULING
Fuling is located to the east of Chongqing, at the meeting
point of Yangtze and Wu Rivers. Fuling District’s real GDP
growth rate between 2005 to 2010 is more than 14% from
2005-2010, with a GDP output of RMB43.4 billion in 2010.
In the third quarter of 2011, real GDP growth rate reached

21.1% which is higher than the national growth rate of
9.4%. Over the last 5 years, per capita disposable income
of Fuling has also increased from RMB9,424 in 2005 to
RMB16,844 in 2010.
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Chongqing has been one of the most important economic
center and transportation hubs and major economic driver
in western China, and furthermore, the PRC government
aims to build Chongqing into a ﬁnancial center along the
upper stream of the Yangtze River. Residential prices
in the suburbs are expected to increase following the
government’s key planned infrastructure development in
the next decade and in accordance of the Chongqing
Urban and Rural Master Plan (2007-2020).
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Artist’s impression of University Town
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COMPETITIVE STRENGTHS
Experienced
& Established
Management
•

COMPLETED PROPERTY DEVELOPMENT
Target

• University Town is an integrated
residential and commercial property
development located beside Yangtze
Normal University. The university has a
70 year history and a total population of
approximately 15,000.

Mass
Market

Site Area
Market

Total GFA

Approximately
19,330 sq m

Approximately
42,521 sq m

Land Cost

Approximately
RMB21.2
million
(excluding tax)

Valuation

Remaining
GFA

Remaining GFA is
Approximately
valued at
19,442 sq m
approximately
RMB180.9 million
as at 30 Sept 2011

Properties
Sold

261 residential
units and
14 commercial
units, leased out
remaining 67
unsold commercial
units

Able to source
for suitable sites
with potential for
development
Able to identify
sites that offer
good investment
returns

•

• Royal Waterhouse is a high end
integrated residential and commercial
property development located at
Jiangbei, Fuling, beside the junction
of the Yangtze and Wu Rivers.

Mid-High End Approximately
Market
32,616 sq m

Approximately
107,142 sq m

Approximately
RMB78.5
million
(exclude tax)

Land valued
at approximately
RMB308.2
million as at
30 Sept 2011

-

-

Financial
Stability

Local
Market
Understanding

•

•

• Keen knowledge of
local market conditions
and consumer
mentality enables
choice of strategic
locations as well as
pricing of projects
• Competitive edge to be
able to cater to local
market demands and
preferences

•

Able to make
decisions efﬁciently
and to manoeuvre
decision making
process according
to property
market’s behaviour
More efﬁcient and
quick to react

•

Net cash and zero
gearing position provide
us with the ﬂexibility to
obtain bank borrowings
for future projects and
able to take advantage
of good investment
opportunities
Able to mitigate
economic cycle risks for
competitive advantage

Increasing our land banks

Establishing the Urban Complex

•

•

•

To maintain a sufﬁcient land bank of
development sites to support
development pipeline of about three
years on a continual basis
Currently looking to acquire a parcel of
land and develop a potential integrated
residential and commercial project

•

•

Success of the Urban Complex model
in ﬁrst and second tier cities
Selling prices of commercial, residential
and ofﬁce units in the Urban Complex
can be higher than single projects
Able to focus and concentrate
resources for Urban Complex project

Approximately
25,560 sq m

Approximately
25,560 sq m

Approximately
RMB9.0
million
(excluding tax)

Land valued
at approximately
RMB30.9
million as at
30 Sept 2011

•

Able to identify
and acquire land
at good locations
with prospects
of growth and
development in
second and third
tier PRC cities
such as Fuling

Expansion of
Group’s business
•

Growing business through
mergers and acquisitions,
joint ventures and strategic
alliances as and when
opportunities arise

FINANCIAL INFORMATION
OPERATING RESULTS OF OUR GROUP

High End
Market

Strategic
location of
land banks

FUTURE PLANS

ONGOING PROPERTY DEVELOPMENTS
• Singapore Garden is an integrated
residential & commercial property
development located at the heart of
Fuling, in the vicinity of a school,
commercial mall, retail shops and a
recreational park, which has a total
area of approximately 100,000 sq m.

Lean
Management
Structure

-

-

(RMB’000)
Revenue
(Loss)proﬁt before income tax(1)
(Loss)proﬁt for the year, representing total
comprehensive (loss)income for the year(1)
EPS (RMB fen)(2)
Adjusted EPS (RMB fen)(1)(3)

FY2009
—
(903)

Audited
FY2010
—
(2,962)

FY2011
77,702
16,629

(714)
(0.60)
(0.49)

(2,262)
(1.89)
(1.56)

9,345
7.79
6.46

Notes:
(1) Had the Service Agreement (set out in the section entitled “Directors,
Management and Staff — Service Agreement” of this Offer Document) been in
place since 1 October 2010, our combined proﬁt before income tax, proﬁt net
of tax attributable to equity holders of the Company and EPS computed based
on our post-Placement share capital of 144,733,000 Shares for FY2011 would
have been approximately RMB14.1 million, RMB7.5 million and 5.2 RMB fen
respectively. (2) For comparative purposes, the EPS for the Period Under Review
have been computed based on the proﬁt net of tax attributable to equity holders
of the Company and the pre-Placement share capital of 120,000,000 Shares. (3)
For comparative purposes, the adjusted EPS for the Period Under Review have
been computed based on the proﬁt net of tax attributable to equity holders of the
Company and the post-Placement share capital of 144,733,000 Shares.
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DEFINITIONS
In this Offer Document and the accompanying Application Form, unless the context otherwise requires,
the following definitions apply throughout where the context so admits:
Companies within our Group
“Company”

:

Starland Holdings Limited, a company incorporated in
Singapore

“Gangyuan Property”

:

Chongqing Gangyuan Property Development Co., Ltd. (重慶港
源房地產開發有限公司), a company incorporated in the PRC
and a wholly-owned subsidiary of Gangyuan Tuowei

“Gangyuan Tuowei”

:

Chongqing Gangyuan Tuowei Property Service Co., Ltd.(重慶
港源拓衛物業服務有限公司), a company incorporated in the
PRC and a wholly-owned subsidiary of Xiamen Yida

“Group” or “Group Companies”

:

Our Company and our subsidiaries as at the date of this Offer
Document

“Jumbo Equity”

:

Jumbo Equity Group Limited, a company incorporated in the
BVI and a wholly-owned subsidiary of our Company

“PRC Subsidiaries”

:

Xiamen Yida, Gangyuan Tuowei, Tianhu Land and Gangyuan
Property

“PRC Companies”

:

Gangyuan Tuowei, Tianhu Land and Gangyuan Property

“Tianhu Land”

:

Chongqing Tianhu Land Co., Ltd. (重慶天湖置地有限公司), a
company incorporated in the PRC and a wholly-owned
subsidiary of Gangyuan Tuowei

“Xiamen Yida”

:

Xiamen Yida Trading Limited (厦門億達信貿易有限公司), a
company incorporated in the PRC and a wholly-owned
subsidiary of Jumbo Equity

Other Companies, Organisations and Agencies
“Able Lead International”

:

Able Lead International Limited, a company incorporated in
the BVI, and wholly-owned by Fan Yi Ru, our Non-Executive
Director

“AIC”

:

State Administration for Industry and Commerce of the PRC,
and/or its local departments (中華人民共和國國家工商行政總
局以及各地方工商行政管理部門)

“Authority”

:

Monetary Authority of Singapore

“Benefun”

:

Benefun International Holdings Limited (奮發國際控股有限公
司), now known as China Environmental Resources Group
Limited (中國環境資源集團), a company currently listed on the
Hong Kong Stock Exchange and the SGX-ST
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DEFINITIONS
“Billion Light Investment”

:

Billion Light Investment Limited, a company incorporated in
the BVI, and wholly-owned by Chen Hui Bin (陳惠斌), the
spouse of Fu Zi Cong, our Executive Officer

“CDP” or “Depository”

:

The Central Depository (Pte) Limited

“CPF”

:

Central Provident Fund

“Conyers Dill & Pearman”

:

Conyers Dill & Pearman Pte. Ltd., the Company’s legal
advisers on BVI law (in respect of the Trust Arrangement
Letters and due diligence of Jumbo Equity)

“Ever Thrive International”

:

Ever Thrive International Limited, a company incorporated in
the BVI, and wholly-owned by Tan Hoe San, our Executive
Chairman and Managing Director

“Fun Corp”

:

Fun (Xiamen) Enterprise Corporation Limited (厦門奮發企業有
限公司), a former subsidiary of Benefun

“JLLCAA”

:

Jones Lang LaSalle Corporate Appraisal and Advisory Limited

“King & Wood”

:

King & Wood Mallesons Lawyers

“Manager”, “Sponsor”, and
“Placement Agent” or “PPCF”

:

PrimePartners Corporate Finance Pte. Ltd.

“Receiving Bank”

:

Bank of East Asia Limited

“SGX-ST”

:

Singapore Exchange Securities Trading Limited

“Share Registrar”

:

Tricor Barbinder Share Registration Services

“Solicitors to the Placement”

:

Shook Lin & Bok LLP

“Super Vantage Investment”

:

Super Vantage Investment Limited, a company incorporated in
the BVI, and wholly-owned by Tan Hoe San, our Executive
Chairman and Managing Director

“Zhongli Investment”

:

Zhongli Investment Limited, a company incorporated in the
BVI, and wholly-owned by Zhong Jia Feng (鐘家豐), the son of
Zhong Ma Ming, our Executive Officer

“Application Forms”

:

The official printed application forms to be used for the
purpose of the Placement and which form part of this Offer
Document

“Application List”

:

The list of applications for the subscription of the Placement
Shares

“Articles” or “Articles of
Association”

:

The articles of association of our Company, as amended,
supplemented or modified from time to time

General
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DEFINITIONS
“Associate”

:

(a)

(b)

“Associated Company”

:

in relation to any director, chief executive officer,
substantial shareholder or controlling shareholder (being
an individual) means:
(i)

his immediate family;

(ii)

the trustees, acting in their capacity as such
trustees, of any trust of which he or his immediate
family is a beneficiary or, in the case of a
discretionary trust, is a discretionary object; or

(iii)

any company in which he and his immediate family
together (directly or indirectly) have an interest of
30% or more of the total votes attached to all the
voting shares; and

in relation to a substantial shareholder or a controlling
shareholder (being a company) means any other
company which is its subsidiary or holding company or is
a fellow subsidiary of any such holding company or one
in the equity of which it and/or such other company or
companies taken together (directly or indirectly) have an
interest of 30% or more

In relation to a corporation, means:
(a)

any corporation in which the corporation or its subsidiary
has, or the corporation and its subsidiary together have,
a direct interest of not less than 20% but not more than
50% of the aggregate of the total votes attached to all the
voting shares; or

(b)

any corporation, other than a subsidiary of the
corporation or a corporation which is an associated
company by virtue of paragraph (a), the policies of which
the corporation or its subsidiary, or the corporation
together with its subsidiary, is able to control or influence
materially

“Audit Committee”

:

The audit committee of our Company as at the date of this
Offer Document, unless otherwise stated

“Audited Combined Financial
Statements”

:

Our Group’s Audited Combined Financial Statements for
FY2009, FY2010 and FY2011 as set out in Appendix A of this
Offer Document

“Awards”

:

The contingent awards of Shares granted or which may be
granted pursuant to the Performance Share Plan

“Award Shares”

:

The Shares which are the subject of the Awards under the
Performance Share Plan
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DEFINITIONS
“Board” or “Board of Directors”

:

The board of Directors of our Company as at the date of this
Offer Document, unless otherwise stated

“BVI”

:

The British Virgin Islands

“CAGR”

:

Compound annual growth rate

“Catalist”

:

The sponsor-supervised listing platform of the SGX-ST

“Catalist Rules”

:

Any or all of the rules in the SGX-ST Listing Manual Section B:
Rules of Catalist, as the case may be

“Chongqing”

:

Chongqing Municipality (重慶市), the PRC

“Companies Act”

:

Companies Act (Chapter 50) of Singapore, as amended,
supplemented or modified from time to time

“Controlling Shareholder”

:

In relation to a corporation, means:
(a)

a person who has an interest in the voting shares of a
corporation and who exercises control over the
corporation; or

(b)

a person who has an interest of 15% or more of the
aggregate of the total votes attached to all the voting
shares in a corporation, unless he does not exercise
control over the corporation

“Deed of Confirmation”

:

Deed of confirmation executed by Tan Sim Chew, Tan Hoe San
and Fan Yi Ru on 20 October 2011, pursuant to which Tan Sim
Chew confirmed that it was his intention from the respective
dates of incorporation of the PRC Companies to transfer (and
procure the Trustees to transfer) the PRC Equity Stake to Tan
Hoe San and Fan Yi Ru and/or their designated nominee(s),
and that it was his intention that Zhong Ma Ming and Fu Zi
Cong shall each own 10.0% equity interest of the PRC
Companies upon the completion of the restructuring exercise
for the initial public offering of the PRC Companies

“Director”

:

A director of our Company as at the date of this Offer
Document

“Entity at Risk”

:

(a)

The Company;

(b)

a subsidiary of the Company that is not listed on the
SGX-ST or an approved exchange; or

(c)

an Associated Company that is not listed on the SGX-ST
or an approved exchange, provided that our Group or our
Group and our Interested Person(s), has control over the
Associated Company

“EPS”

:

Earnings per Share
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DEFINITIONS
“Executive Chairman and
Managing Director”

:

Tan Hoe San, the executive chairman and managing director
of our Company as at the date of this Offer Document, unless
otherwise stated

“Executive Officers”

:

The executive officers of our Company as at the date of this
Offer Document, who are also key executives as defined under
the SFR, unless otherwise stated

“Fuling”

:

Fuling District (涪陵區), Chongqing, PRC

“FY”

:

Financial year ended or, as the case may be, ending 30
September

“Independent Directors”

:

The independent Directors of our Company as at the date of
this Offer Document, unless otherwise stated

“Interested Person”

:

(a)

A director, chief executive officer
Shareholder of the Company; or

(b)

an Associate of any such director, chief executive officer
or Controlling Shareholder

or

Controlling

“Interested Person Transaction”

:

Means a transaction between an Entity at Risk and an
Interested Person

“Letters of Confirmation”

:

Letters of confirmation executed by the Trustees on 17 April
2011 pursuant to which they confirmed that they had held the
PRC Equity Stake on trust for Tan Sim Chew with effect from
the respective dates of incorporation of the PRC Companies

“Letter of Waiver”

:

Letter of waiver executed by Tan Hoe San and Fan Yi Ru on
30 September 2011 pursuant to which they waived the loan of
approximately RMB132.0 million which was advanced to the
PRC Subsidiaries

“Latest Practicable Date” or
“LPD”

:

16 March 2012, being the latest practicable date before the
lodgement of this Offer Document with the SGX-ST

“Legal Representative”

:

A person appointed as a legal representative (法定代表人) of a
PRC company, as required under PRC laws

“Listing”

:

The listing of the Shares on Catalist

“Management Agreement”

:

The full sponsorship and management agreement entered into
between our Company and PPCF pursuant to which PPCF
shall sponsor and manage the Listing, details as described in
the sections entitled “Plan of Distribution” and “General and
Statutory Information — Management and Placement
Arrangements” of this Offer Document

“Market Day”

:

A day on which the SGX-ST is open for trading in securities

“Market Report”

:

The independent property market research report issued by
JLLCAA dated 27 February 2012
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DEFINITIONS
“NAV”

:

Net asset value

“Nominating Committee”

:

The nominating committee of our Company as at the date of
this Offer Document, unless otherwise stated

“Non-Executive Directors”

:

The non-executive Directors of our Company (including the
Independent Directors) as at the date of this Offer Document,
unless otherwise stated

“NTA”

:

Net tangible assets

“Offer Document”

:

This Offer Document dated 19 April 2012 issued by our
Company in respect of the Placement

“PBT”

:

Profit before tax after expensing LAT and excluding any
exceptional item as stated in the section entitled “Directors,
Management and Staff — Service Agreement” of this Offer
Document

“PER”

:

Price earnings ratio

“Performance Share Plan”

:

The share plan of our Company known as “Starland
Performance Share Plan” as set out in Appendix D of this Offer
Document

“Period Under Review”

:

The period which comprises FY2009, FY2010 and FY2011

“Placement”

:

The placement of the Placement Shares by the Placement
Agent on behalf of our Company for subscription at the
Placement Price subject to and on the terms and conditions as
set out in this Offer Document

“Placement Price”

:

S$0.22 for each Placement Share

“Placement Agreement”

:

The placement agreement entered into between our Company
and PPCF pursuant to which PPCF agreed to subscribe and/or
procure subscriptions for the Placement Shares at the
Placement Price as described in the sections entitled “Plan of
Distribution” and “General and Statutory Information —
Management and Placement Arrangements” of this Offer
Document

“Placement Shares”

:

The 22,200,000 new Shares for which our Company invites
applications to subscribe for pursuant to the Placement,
subject to and on the terms and conditions set out in this Offer
Document

“PPCF Shares”

:

The 2,533,000 new Shares to be issued and allotted to PPCF
by the Company as part of PPCF’s professional fees as the
Manager and Sponsor

“PRC” or “China”

:

The People’s Republic of China

“PRC Equity Stake”

:

The entire equity interests in the PRC Companies
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DEFINITIONS
“Remuneration Committee”

:

The remuneration committee of our Company as at the date of
this Offer Document, unless otherwise stated

“Restructuring Exercise”

:

The corporate restructuring exercise implemented in
connection with the listing of our Company on Catalist, more
fully described in the section entitled “Restructuring Exercise”
of this Offer Document

“Royal Waterhouse”

:

Royal Waterhouse (江畔豪庭), property development at Zone
5, Dianyi Residential Committee, Jiangbei Office, Fuling (重慶
涪陵區江北辦事處店易居委五組)

“SARS”

:

Severe acute respiratory syndrome

“Securities Account”

:

The securities account maintained by a Depositor with CDP
but does not include a securities sub-account

“Securities and Futures Act” or
“SFA”

:

The Securities and Futures Act (Chapter 289) of Singapore, as
amended, supplemented or modified from time to time

“Service Agreement ”

:

The service agreement entered into between our Company
and our Executive Chairman and Managing Director, Tan Hoe
San, as described in the section entitled “Directors,
Management and Staff — Service Agreement” of this Offer
Document

“SFR”

:

The Securities and Futures (Offers of Investments) (Shares
and Debentures) Regulations 2005 of Singapore, as
amended, supplemented or modified from time to time

“Share(s)”

:

Ordinary share(s) in the capital of our Company

“Shareholder(s)”

:

Registered holders of Shares, except where the registered
holder is CDP, the term “Shareholder” shall, in relation to such
Shares mean the Depositors whose Securities Accounts are
credited with Shares

“Singapore”

:

The Republic of Singapore

“Singapore Garden”

:

Singapore Garden (新加坡花苑), property development at
Zone 1, Wangfu Residential Committee, Lizhi Office, Fuling
(重慶涪陵區荔枝辦事處望涪一組)

“Sub-Division”

:

Sub-division of each Share into 1,200,000 Shares, as
described in the section entitled “Share Capital” of this Offer
Document

“Substantial Shareholders”

:

Persons who have an interest in one or more voting shares,
and the total votes attaching to that share or those shares,
represent not less than 5% of the total votes attaching to all the
voting shares in our Company
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“Trust Arrangements”

:

The trust arrangements whereby the Trustees executed
Letters of Confirmation pursuant to which they confirmed that
they had held the PRC Equity Stake on trust for Tan Sim Chew,
with effect from the respective dates of incorporation of the
PRC Companies

“Trust Arrangement Letters”

:

The trust arrangement letters executed by Fan Yi Ru, Zhong
Ma Ming and Fu Zi Cong on 20 October 2011, pursuant to
which Fan Yi Ru confirmed that with effect from the date of
incorporation of Jumbo Equity, she held 20% of the equity
interest in Jumbo Equity on trust for each of Zhong Ma Ming
(10%) and Fu Zi Cong (10%) respectively

“Trustees”

:

Chen Hai Yan (陳海燕) (the sister-in-law of Tan Hoe San and
Fan Yi Ru) and Chen You Wen (陳友文) (the brother of Chen
Hai Yan)

“University Town”

:

University Town (學府新城), property development at 89
Julong Avenue, Lidu, Fuling (李渡聚龍大道 89號)

“Valuation Report”

:

The independent valuer’s report issued by JLLCAA dated 17
January 2012 as set out in Appendix B of this Offer Document

“GFA”

:

Gross Floor Area

“m”

:

Metres

“mu”

:

666.66 sq m

“RMB” and “RMB fen”

:

PRC Renminbi

“sq km”

:

Square kilometres

“sq m”

:

Square metres

“S$”, “SGD” and “cents”

:

Singapore dollars and cents respectively

“US$”

:

United States dollars

“%” or “per cent.”

:

Per centum

Currencies, Units and Others

For the purpose of this Offer Document, the following persons’ names in the second column below are
also known by the names set out in the first column
“Fan Yi Ru”

:

Ms Fan Yi Ru, our Non-Executive Director

“Foong Daw Ching”

:

Mr Foong Daw Ching, our Lead Independent Director

“Fu Zi Cong”

:

Mr Fu Zi Cong (傅子聰), our Financial Controller

“Low Wai Cheong”

:

Mr Low Wai Cheong, our Independent Director

“Luo Deng Xiao”

:

Mr Luo Deng Xiao (羅登校), our Deputy General Manager
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DEFINITIONS
“Tan Hoe San”

:

Mr Tan Hoe San (Chen Heshan), our Executive Chairman and
Managing Director

“Wee Liang Hiam”

:

Mr Wee Liang Hiam, our Chief Financial Officer

“Zhong Ma Ming”

:

Mr Zhong Ma Ming (鐘媽明), our General Manager

The expression “subsidiary” shall have the meaning ascribed to it in the SFR and the Companies Act.
The expression “business trust” has the same meaning ascribed to it in Section 2 of the Business Trusts
Act (Chapter 31A) of Singapore.
The expression “Entity” includes a corporation, an unincorporated association, a partnership and the
government of any state, but does not include a trust.
The expressions “Depositor”, “Depository Agent” and “Depository Register” shall have the meanings
ascribed to them respectively in Section 130A of the Companies Act.
References in this Offer Document to Appendix or Appendices are references to an appendix or
appendices respectively in this Offer Document.
Any discrepancies in tables included herein between the total sum of amounts listed and the totals
shown thereof are due to rounding. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures which precede them.
Words importing the singular shall, where applicable, include the plural and vice versa and words
importing the masculine gender shall, where applicable, include the feminine and neuter genders and
vice versa. References to persons shall include corporations.
Any reference in this Offer Document and the Application Forms to any statue or enactment is a
reference to that statue or enactment as for the time being amended or re-enacted.
Any word defined under the Companies Act, the SFA, SFR or any statutory modification thereof and
used in this Offer Document and the Application Forms shall, where applicable, have the meaning
ascribed to it under the Companies Act, the SFA, SFR or any statutory modification thereto, as the case
may be.
Any reference in this Offer Document and the Application Forms to Shares being allotted to an applicant
includes allotment to CDP for the account of that applicant.
Any reference to a time of day in this Offer Document and the Application Forms is a reference to
Singapore time unless otherwise stated.
Certain names with Chinese characters have been translated into English names. Such translations are
provided solely for the convenience of Singapore-based investors, may not have been registered with
the relevant PRC authorities and should not be construed as representations that the English names
actually represent the Chinese characters. In case of inconsistency between such English names and
their respective official Chinese names, the Chinese names shall prevail.
Any reference in this Offer Document to the “Group”, “we”, “our”, “us” or their other grammatical
variations is a reference to our Company, or Group, or any member of our Group, as the context
requires.
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CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS
All statements contained in this Offer Document, statements made in press releases and oral
statements that may be made by us or our Directors, Executive Officers or employees acting on our
behalf, that are not statements of historical fact, constitute forward-looking statements. You can identify
some of these forward-looking statements by terms such as “expects”, “believes”, “plans”, “intends”,
“estimates”, “anticipates”, “may”, “will”, “would” and “could” or similar words. However, you should note
that these words are not the exclusive means of identifying forward-looking statements. All statements
regarding our expected financial position, business strategies, plans and prospects are forward-looking
statements.
These forward-looking statements, including without limitation, include statements as to the following:
(a)

our revenue and profitability;

(b)

expected growth in demand;

(c)

expected industry trends;

(d)

anticipated expansion plans; and

(e)

other matters discussed in this Offer Document regarding matters that are not historical fact,

are only predictions. These forward-looking statements involve known and unknown risks, uncertainties
and other factors that may cause our actual results, performance or achievements to be materially
different from any future results, performance or achievements expected, expressed or implied by
these forward-looking statements. These risks, uncertainties and other factors include, among others:
(a)

changes in political, social and economic conditions and the regulatory environment in the
countries in which we operate and conduct business;

(b)

our anticipated growth strategies and expected internal growth;

(c)

changes in the availability and prices of raw materials which we require for the operation of our
business;

(d)

changes in customers’ preferences;

(e)

changes in competitive conditions and our ability to compete under such conditions;

(f)

changes in our future capital needs and the availability of financing and capital to fund such
needs;

(g)

changes in currency exchange rates; and

(h)

other factors beyond our control.

Some of these risk factors are discussed in more detail under the section entitled “Risk Factors” of this
Offer Document.
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CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS
Given the risks and uncertainties that may cause our actual future results, performance or
achievements to be materially different from that expected, expressed or implied by the forward-looking
statements in this Offer Document, undue reliance must not be placed on these statements which apply
only as at the date of this Offer Document. Neither our Company, the Manager, Sponsor and Placement
Agent, nor any other person represents or warrants that our Group’s actual future results, performance
or achievements will be as discussed in those statements.
Our actual results may differ materially from those anticipated in these forward-looking statements as
a result of the risks faced by us. We, the Manager, Sponsor and Placement Agent, disclaim any
responsibility to update any of those forward-looking statements or publicly announce any revisions to
those forward-looking statements to reflect future developments, events or circumstances. We are,
however, subject to the provisions of the SFA and the Catalist Rules regarding corporate disclosure. In
particular, pursuant to Section 241 of the SFA, if after the registration of the Offer Document but before
the close of the Placement, our Company becomes aware of (a) a false or misleading statement or
matter in the Offer Document; (b) an omission from the Offer Document of any information that should
have been included in it under Section 243 of the SFA; or (c) a new circumstance that has arisen since
the Offer Document was lodged with the SGX-ST and would have been required by Section 243 of the
SFA to be included in the Offer Document if it had arisen before the Offer Document was lodged and
that is materially adverse from the point of view of an investor, our Company may lodge a
supplementary or replacement offer document with the SGX-ST acting as agent on behalf of the
Authority.
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SELLING RESTRICTIONS
This Offer Document does not constitute an offer, solicitation or invitation to subscribe for our
Placement Shares in any jurisdiction in which such offer, solicitation or invitation is unlawful or is not
authorised or to any person to whom it is unlawful to make such offer, solicitation or invitation. No action
has been or will be taken under the requirements of the legislation or regulations of, or of the legal or
regulatory requirements of any jurisdiction, except for the filing and/or registration of this Offer
Document in Singapore in order to permit a public offering of our Placement Shares and the public
distribution of this Offer Document in Singapore. The distribution of this Offer Document and the
offering of our Placement Shares in certain jurisdictions may be restricted by the relevant laws in such
jurisdictions. Persons who may come into possession of this Offer Document are required by our
Company, the Manager, Sponsor and Placement Agent to inform themselves about, and to observe and
comply with, any such restrictions at their own expense and without liability to us, the Manager,
Sponsor and Placement Agent.
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LISTING ON CATALIST
A copy of this Offer Document has been lodged with the SGX-ST acting as agent on behalf of the
Authority. The registration of this Offer Document by the SGX-ST acting on behalf of the Authority does
not imply that the SFA, the Catalist Rules or any other legal or regulatory requirements, have been
complied with. The SGX-ST has not, in any way, considered the merits of our existing issued Shares,
the Placement Shares, the PPCF Shares and the Award Shares, as the case may be, being offered or
in respect of which an invitation is made, for investment. We have not lodged this Offer Document in
any other jurisdiction.
We have made an application to the SGX-ST for permission to deal in, and for quotation of, all our
Shares already issued, the Placement Shares which are the subject of the Placement on Catalist, the
PPCF Shares and the Award Shares. Such permission will be granted when we have been admitted to
Catalist. Acceptance of applications will be conditional upon, inter alia, the issue of the Placement
Shares and permission being granted by the SGX-ST for the listing and quotation of all our existing
issued Shares, the Placement Shares, the PPCF Shares and the Award Shares on Catalist. If the
admission, listing and trading of our Shares already issued and the Placement Shares do not proceed
or the said permission is not granted for any reason, monies paid in respect of any application accepted
will be returned, without interest or any share of revenue or other benefit arising therefrom and at the
applicant’s own risk, and the applicant will not have any claim against us, the Manager, Sponsor and
Placement Agent. No Shares will be allotted on the basis of this Offer Document later than six (6)
months after the date of registration of this Offer Document by the SGX-ST acting as agent on behalf
of the Authority.
Companies listed on Catalist may carry higher investment risk when compared with larger or more
established companies listed on the Main Board of the SGX-ST. In particular, companies may list on
Catalist without a track record of profitability and there is no assurance that there will be a liquid market
in the shares or units of shares traded on Catalist. You should be aware of the risks of investing in such
companies and should make the decision to invest only after careful consideration and, if appropriate,
consultation with your professional adviser(s).
Neither the Authority nor the SGX-ST has examined or approved the contents of this Offer Document.
Neither the Authority nor the SGX-ST assumes any responsibility for the contents of this Offer
Document, including the correctness of any of the statements or opinions made or reports contained
in this Offer Document. The SGX-ST does not normally review the application for admission to Catalist
but relies on the Sponsor confirming that our Company is suitable to be listed and complies with the
Catalist Rules. Neither the Authority nor the SGX-ST has in any way considered the merits of the
Shares or units of Shares being offered for investment.
Admission to Catalist is not to be taken as an indication of the merits of the Placement, our Company,
our subsidiaries, our existing issued Shares, the Placement Shares, the PPCF Shares or the Award
Shares.
We are subject to the provisions of the SFA and the Catalist Rules regarding corporate disclosure. In
particular, if after the registration of this Offer Document but before the close of the Placement, we
become aware of:
(a)

a false or misleading statement or matter in the Offer Document;

(b)

an omission from the Offer Document of any information that should have been included in it
under Section 243 of the SFA; or
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(c)

a new circumstance that has arisen since the Offer Document was lodged with the SGX-ST that
would have been required by Section 243 of the SFA to be included in the Offer Document if it had
arisen before this Offer Document was lodged,

that is materially adverse from the point of view of an investor, we may lodge a supplementary or
replacement offer document with the SGX-ST.
In the event that a supplementary or replacement offer document is lodged with the SGX-ST, the
Placement shall be kept open for at least 14 days after the lodgement of such supplementary or
replacement offer document.
Where prior to the lodgement of the supplementary or replacement offer document, applications have
been made under this Offer Document to subscribe for the Placement Shares and:
(a)

(b)

where the Placement Shares have not been issued to the applicants, our Company shall:
(i)

within two (2) days (excluding any Saturday, Sunday or public holiday) from the date of
lodgement of the supplementary or replacement offer document, give the applicants notice
in writing of how to obtain, or arrange to receive, a copy of the supplementary or replacement
offer document, and provide the applicants with an option to withdraw their applications and
take all reasonable steps to make available within a reasonable period the supplementary
or replacement offer document to the applicants who have indicated that they wish to obtain,
or have arranged to receive, a copy of the supplementary or replacement offer document;

(ii)

within seven (7) days from the date of lodgement of the supplementary or replacement offer
document, give the applicants the supplementary or replacement offer document, as the
case may be, and provide the applicants with an option to withdraw their applications; or

(iii)

treat the applications as withdrawn and cancelled, in which case the applications shall be
deemed to have been withdrawn and cancelled, and our Company shall return all monies
paid in respect of any application, without interest or any share of revenue or other benefit
arising therefrom and at the applicants’ own risk; or

where the Placement Shares have been issued to the applicants, our Company shall:
(i)

within two (2) days (excluding any Saturday, Sunday or public holiday) from the date of
lodgement of the supplementary or replacement offer document, give the applicants notice
in writing of how to obtain, or arrange to receive, a copy of the supplementary or replacement
offer document, and provide the applicants with an option to return to our Company the
Placement Shares which they do not wish to retain title in, and take all reasonable steps to
make available within a reasonable period the supplementary or replacement offer
document to the applicants who have indicated that they wish to obtain, or have arranged
to receive, a copy of the supplementary or replacement offer document;

(ii)

within seven (7) days from the date of lodgement of the supplementary or replacement offer
document, give the applicants the supplementary or replacement offer document, as the
case may be, and provide the applicants with an option to return to our Company the
Placement Shares, which they do not wish to retain title in; or

(iii)

treat the issue of the Placement Shares as void, in which case the issue shall be deemed
void and our Company shall return all monies paid in respect of any application, without
interest or any share of revenue or other benefit arising therefrom and at the applicants’ own
risk.
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Any applicant who wishes to exercise his option under paragraph (a)(i) or (a)(ii) to withdraw his
application shall, within 14 days from the date of lodgement of the supplementary or replacement offer
document, notify our Company of this, whereupon our Company shall, within seven (7) days from the
receipt of such notification, return the application monies without interest or any share of revenue or
other benefit arising therefrom and at his own risk, and he will not have any claim against our Company
or the Manager, Sponsor and Placement Agent.
An applicant who wishes to exercise his option under paragraph (b)(i) or (b)(ii) to return the Placement
Shares issued to him shall, within 14 days from the date of lodgement of the supplementary or
replacement offer document, notify our Company of this and return all documents, if any, purporting to
be evidence of title to those Placement Shares to our Company, whereupon our Company shall, within
seven (7) days from the receipt of such notification and documents, if any, pay to him all monies paid
by him for those Placement Shares, without interest or any share of revenue or other benefit arising
therefrom and at his own risk, and the issue of those Placement Shares shall be deemed to be void,
and he will not have any claim against our Company or the Manager, Sponsor and Placement Agent.
Pursuant to Section 242 of the SFA, the Authority may, in certain circumstances issue a stop order (the
“Stop Order”) to our Company, directing that no Shares or no further Shares to which this Offer
Document relates, be allotted or issued. Such circumstances will include a situation where this Offer
Document (i) contains any statement or matter which, in the Authority’s opinion, is false or misleading,
(ii) omits any information that should have been included in it under the SFA, or (iii) does not, in the
Authority’s opinion, comply with the requirements of the SFA.
In the event that the Authority issues a Stop Order and applications to subscribe for the Placement
Shares have been made prior to the Stop Order, then:
(a)

where the Placement Shares have not been issued to the applicants, the applications for the
Placement Shares shall be deemed to have been withdrawn and cancelled and we shall, within
14 days from the date of the Stop Order, pay to the applicants all monies the applicants have paid
on account of their applications for the Placement Shares; or

(b)

where the Placement Shares have been issued to the applicants, the issue of the Placement
Shares shall be deemed to be void and we shall, within 14 days from the date of the Stop Order,
pay to the applicants all monies paid by them for the Placement Shares.

Such monies paid in respect of an application will be returned to the applicants at their own risk, without
interest or any share of revenue or other benefit arising therefrom, and they will not have any claims
against our Company or the Manager, Sponsor and Placement Agent.
If our Company is required by applicable Singapore laws to cancel issued Placement Shares and repay
application monies to applicants (including instances where a stop order under the SFA is issued),
subject to compliance with the Companies Act, our Company will purchase the Placement Shares at the
Placement Price.
This Offer Document has been seen and approved by our Directors and they individually and
collectively accept full responsibility for the accuracy of the information given in this Offer Document
and confirm, having made all reasonable enquiries, that to the best of their knowledge and belief, the
facts stated and all expressions of opinion, intention and expectation in this Offer Document are fair and
accurate in all material respects as at the date of this Offer Document and that there are no material
facts the omission of which would make any statements in the Offer Document misleading, and that this
Offer Document constitutes full and true disclosure of all material facts about the Placement and our
Group.
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Neither our Company, the Manager, Sponsor and Placement Agent nor any other parties involved in the
Placement is making any representation to any person regarding the legality of an investment by such
person under any investment or other laws or regulations. No information in this Offer Document should
be considered as being business, legal or tax advice regarding an investment in our Shares. Each
prospective investor should consult his own professional or other advisers for business, legal or tax
advice regarding an investment in our Shares.
No person has been or is authorised to give any information or to make any representation not
contained in this Offer Document in connection with the Placement and, if given or made, such
information or representation must not be relied upon as having been authorised by us, or the Manager,
Sponsor and Placement Agent. Neither the delivery of this Offer Document and the Application Forms
nor any documents relating to the Placement, nor the Placement shall, under any circumstances,
constitute a continuing representation or create any suggestion or implication that there has been no
change in our affairs or in the statements of fact or information contained in this Offer Document since
the date of this Offer Document.
Where such changes occur and are material or are required to be disclosed by law, the SGX-ST and/or
any other regulatory or supervisory body or agency, we may make an announcement of the same to the
SGX-ST and/or the Authority and/or the public and if required, we may lodge a supplementary or
replacement offer document with the SGX-ST and will comply with the requirements of the SFA and/or
any other requirements of the SGX-ST and/or Authority. All applicants should take note of any such
announcements and, upon the release of such an announcement, shall be deemed to have notice of
such changes.
Save as expressly stated in this Offer Document, nothing herein is, or may be relied upon as, a promise
or representation as to our future performance or policies. The Placement Shares are offered for
subscription solely on the basis of the information contained and representations made in this Offer
Document.
This Offer Document has been prepared solely for the purpose of the Placement and may not be relied
upon by any other persons other than the applicants in connection with their application for the
Placement Shares or for any other purpose.
This Offer Document does not constitute an offer, solicitation or invitation of the Placement
Shares in any jurisdiction in which such offer, solicitation or invitation is unlawful or
unauthorised nor does it constitute an offer, solicitation or invitation to any person to whom it
is unlawful to make such offer, solicitation or invitation.
Copies of this Offer Document and the Application Forms may be obtained on request, subject to
availability during office hours, from:
PrimePartners Corporate Finance Pte. Ltd.
20 Cecil Street #21-02
Equity Plaza
Singapore 049705
and members of the Association of Banks in Singapore, members of the SGX-ST and merchant banks
in Singapore. A copy of this Offer Document is also available on the SGX-ST website http://www.sgx.com.
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The Application List will open immediately upon the registration of the Offer Document by the
SGX-ST acting as agent on behalf of the Authority and will remain open until 12.00 noon on 25
April 2012 or for such further period or periods as our Directors may, in consultation with the
Manager, Sponsor and Placement Agent, in their absolute discretion decide, subject to any
limitation under all applicable laws and regulations. In the event a supplementary offer
document or replacement offer document is lodged with the SGX-ST acting as agent on behalf
of the Authority, the Application List will remain open for at least 14 days after the lodgement of
the supplementary or replacement offer document.
Details of the procedures for application of the Placement Shares are set out in Appendix F of
this Offer Document.
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INDICATIVE TIMETABLE FOR LISTING
An indicative timetable on the trading of our Shares is set out below:
Indicative date/time

Event

25 April 2012 at 12.00 noon

Close of Application List

27 April 2012 at 9.00 am

Commence trading on a “ready” basis

2 May 2012

Settlement date for all trades done on a “ready” basis

The above timetable is only indicative as it assumes that the date of closing of the Application List will
be on 25 April 2012, the date of admission of our Shares to Catalist will be 27 April 2012, the SGX-ST
shareholding spread requirement will be complied with and the Placement Shares will be issued and
fully paid-up prior to 27 April 2012.
The above timetable and procedures may be subject to such modification(s) as the SGX-ST may, in its
absolute discretion decide, including the commencement of trading on a “ready” basis and the
commencement date of such trading.
In the event of any changes in the closure of the Application List or the time period during which the
Placement is open, we will publicly announce the same:
(a)

through a SGXNET announcement to be posted on http://www.sgx.com; and

(b)

in a local English language newspaper(s) such as The Straits Times and/or The Business Times.

We will publicly announce the level of subscription and the results of the distribution of the Placement
Shares pursuant to the Placement, as soon as it is practicable after the close of the Application List
through channels in (a) and (b) above.
You should consult the SGX-ST’s announcement on the “ready” trading date released on the
Internet (at the SGX-ST website http://www.sgx.com) or the newspapers, or check with your
brokers on the date on which trading on a “ready” basis will commence.
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PLAN OF DISTRIBUTION
The Placement is for 22,200,000 Placement Shares offered in Singapore and the Listing is managed
and sponsored by PPCF.
Prior to the Placement, there has been no public market for our Shares. The Placement Price is
determined by us in consultation with the Manager, Sponsor and Placement Agent, taking into account,
inter alia, prevailing market conditions and the estimated market demand for our Shares, determined
through a book-building process. The Placement Price is the same for all Placement Shares and is
payable in full on application.
Pursuant to the Management Agreement entered into between us and PPCF as set out in the section
entitled “General and Statutory Information — Management and Placement Arrangements” of this Offer
Document, we have appointed PPCF and PPCF has agreed to manage and to be the full Sponsor of
the Listing. The Manager and Sponsor will receive a management fee from our Company for its
services rendered in connection with the Placement. As part of PPCF’s management fees in relation to
its role as Manager and Sponsor performed in accordance with the provisions of the Management
Agreement, our Company will issue PPCF Shares, at the Placement Price for each PPCF Share, to
PPCF.
Placement Shares
The Placement Shares are made available to retail and institutional investors in Singapore who may
apply through their brokers or financial institutions by way of the Application Forms. Application for the
Placement Shares may only be made by way of the Application Forms. The terms, conditions and
procedures for application and acceptance are set out in Appendix F of this Offer Document entitled
“Terms, Conditions and Procedures for Application and Acceptance”.
Pursuant to the Placement Agreement, we have appointed PPCF as the Placement Agent and PPCF
has agreed to subscribe and/or procure subscribers for the Placement Shares for a placement
commission of 3.25% of the aggregate Placement Price for each Placement Share, payable by our
Company pursuant to the Placement. Subject to any applicable laws and regulations, our Company
agrees that PPCF may, at its absolute discretion, appoint one or more sub-placement agents for the
Placement Shares.
Subscribers of the Placement Shares may be required to pay brokerage or selling commission of up to
1.0% of the Placement Price (and the prevailing goods and services tax thereon, if applicable) to the
Placement Agent or any sub-placement agent that may be appointed by the Placement Agent.
Subscription for Placement Shares
None of our Directors or Substantial Shareholders intend to subscribe for the Placement Shares. As far
as we are aware, none of our Independent Directors, the members of our Company’s management or
employees intend to subscribe for more than 5.0% of the Placement Shares in the Placement.
To the best of our knowledge and belief, as at the date of this Offer Document, we are not aware of any
person who intends to subscribe for more than 5.0% of the Placement Shares. However, through a
book-building process to assess market demand for our Shares, there may be person(s) who may
indicate an interest to subscribe for Shares amounting to more than 5.0% of the Placement Shares. If
such person(s) were to make an application for more than 5.0% of the Placement Shares pursuant to
the Placement and are subsequently allotted such number of Shares, we will make the necessary
announcements at an appropriate time. The final allotment of Shares will be in accordance with the
shareholding spread and distribution guidelines as set out in Rule 406 of the Catalist Rules.
No Shares shall be issued and allotted on the basis of this Offer Document later than six (6) months
after the date of registration of this Offer Document.
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OFFER DOCUMENT SUMMARY
The following summary is qualified in its entirety by, and is subject to, the more detailed information
(including the notes thereto) appearing elsewhere in this Offer Document. Terms defined elsewhere in
this Offer Document have the same meaning when used herein. You should carefully consider all the
information presented in this Offer Document, particularly the matters set out in the section entitled
“Risk Factors” of this Offer Document before deciding to invest in our Shares.
OUR COMPANY
On 20 October 2011, our Company was incorporated in Singapore under the Companies Act as a
private limited company under the name of Starland Holdings Pte. Ltd.. Our Company registration
number is 201131382E. On 13 April 2012, our Company changed its name to “Starland Holdings
Limited” in connection with its conversion into a public company limited by shares.
Pursuant to the Restructuring Exercise as described in the section entitled “Restructuring Exercise” in
this Offer Document, our Company became the holding company of our Group on 22 October 2011.
OUR BUSINESS
We are a property developer engaged in developing quality integrated residential and commercial
properties in the PRC. We have a vertically-integrated business model and operations with expertise
to carry out various key aspects of property development and management. We intend to build a strong
presence and brand name in developing quality integrated residential and commercial properties in
Chongqing and other second and third tier cities in the PRC, which are mainly large scale, mid to high
end and multi-phased projects.
Our Group’s business can be categorised into the following segments:
Property Development
Our property development activities are carried out through our subsidiaries Gangyuan Property and
Tianhu Land. Gangyuan Property has obtained a Grade 3 Qualification Certificate for Real Estate
Development Enterprise (房地產開發企業資質證書) in the PRC and is qualified to undertake real estate
development projects with an individual GFA of up to 50,000 sq m, subject to yearly renewal.
Tianhu Land has obtained a temporary Grade 3 Qualification Certificate for Real Estate Development
Enterprise in the PRC with which it is qualified to undertake real estate development projects with an
individual GFA of up to 50,000 sq m, also subject to yearly renewal.
Property Management
Our property management activities are carried out through our subsidiary Gangyuan Tuowei, which is
the contact point for the residents and tenants. We also take care of the security and general
maintenance of the property.
A detailed discussion of our business and the products and services we provide is set out in the section
entitled “General Information on our Company and our Group — Business Overview” of this Offer
Document.
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SUMMARY OF OUR FINANCIAL INFORMATION
The following summary financial data should be read in conjunction with the full text of this Offer
Document, including the sections entitled “Management’s Discussion and Analysis of Results of
Operations and Financial Position” and the Audited Combined Financial Statements as set out in
Appendix A of this Offer Document.
Selected items on the operating results of our Group
<
(RMB’000)

FY2009

Revenue

—

(Loss)profit before income tax

(1)

Audited
FY2010
—

>
FY2011
77,702

(903)

(2,962)

16,629

(Loss)profit for the year, representing total comprehensive
(loss) income for the year(1)

(714)

(2,262)

9,345

EPS (RMB fen)(2)

(0.60)

(1.89)

7.79

(0.49)

(1.56)

6.46

Adjusted EPS (RMB fen)

(1) (3)

Notes:
(1)

Had the Service Agreement (set out in the section entitled “Directors, Management and Staff — Service Agreement” of this
Offer Document) been in place since 1 October 2010, our combined profit before income tax, profit net of tax attributable
to equity holders of the Company and EPS computed based on our post-Placement share capital of 144,733,000 Shares
for FY2011 would have been approximately RMB14.1 million, RMB7.5 million and 5.17 RMB fen respectively.

(2)

For comparative purposes, the EPS for the Period Under Review have been computed based on the profit net of tax
attributable to equity holders of the Company and the pre-Placement share capital of 120,000,000 Shares.

(3)

For comparative purposes, the adjusted EPS for the Period Under Review have been computed based on the profit net of
tax attributable to equity holders of the Company and the post-Placement share capital of 144,733,000 Shares.

Selected items on the financial position of our Group
<
(RMB’000)

FY2009

Audited
FY2010

Current assets

96,142

170,555

145,371

741

2,530

1,439

Total assets

96,883

173,085

146,810

Current liabilities

81,946

159,910

40,245

—

—

876

Total liabilities

81,946

159,910

41,121

Total equity

14,937

13,175

105,689

Total liabilities and equity

96,883

173,085

146,810

12.45

10.98

88.07

Non-current assets

Non-current liability

NAV per Share (RMB fen)(1)

>
FY2011

Note:
(1)

NAV per Share is computed based on the net asset value and our pre-Placement share capital of 120,000,000 Shares.
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OUR COMPETITIVE STRENGTHS
Our Directors believe that our competitive strengths are as follows:
(a)

Experienced and established management team;

(b)

Lean management structure;

(c)

Financial stability;

(d)

Understanding of local market; and

(e)

Strategic location of our land banks.

A detailed discussion of our competitive strengths is set out in the section entitled “General Information
on our Company and our Group — Competitive Strengths” of this Offer Document.
OUR PROSPECTS
Our Directors believe that the prospects of our Group are encouraging for the following reasons:
(a)

Prospects on the Chongqing property market
Chongqing is one of the PRC’s fastest growing economies. By 2020, Chongqing’s total population
will be approximately 32.5 million with approximately 22.8 million urban residents, which makes
the urbanization rate of 70%. In addition, the PRC government’s “Chongqing Urban and Rural
Master Plan (2007–2020) (重慶市城鄉總體規劃)” aims to build Chongqing as the economy centre
of the upper stream of the Yangtze River, an important manufacturing sector of the PRC, and as
a composite transport hub in south-western China. Following from the above, residential prices in
the suburbs are expected to increase alongside demand. It is also expected that the average price
of mid to upper-end residential properties will grow steadily in the coming years, due to the
increasing income of residents and the active leasing market as a result of steady inflow of
expatriates pouring from the surrounding areas.

(b)

Prospects on Fuling property market
Fuling has maintained rapid GDP growth since 2006, with real GDP growth rate higher than 14.0%
from 2005 to 2010. Disposable income per urban resident in Fuling has also increased steadily
over the past five years.
Real estate investment in Fuling increased steadily from approximately RMB0.6 billion in 2005 to
approximately RMB3.9 billion in 2010, representing a CAGR of approximately 47.1%. The GFA of
commodity properties completed and sold in Fuling rapidly grew at CAGR of approximately 10.4%
and approximately 28.1% respectively from 2005 to 2010.
The residential (including ancillary retail) property in Fuling District has climbed up rapidly over the
past six years. In the coming five to ten years, the government of Fuling will be committed to the
regeneration of the old town (e.g. Jiangnan Area) and development of the new town (e.g. Lidu
Area). Despite the austerity monetary measures, strong demand still forms a solid foundation of
market development. We expect the price of residential (including ancillary retail) properties to
continue rising steadily, albeit in a slower pace in the coming five to ten years.
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OUR BUSINESS STRATEGIES AND FUTURE PLANS
Our business strategies and future plans for the continued growth of our business are as follows:
(a)

Increasing our land banks;

(b)

Establishing the Urban Complex (城市綜合體); and

(c)

Expansion of our Group’s business.

A detailed discussion of our prospects, business strategies and future plans is set out in the sections
entitled “General Information on our Company and our Group — Prospects” and “General Information
of our Company and our Group — Business Strategies and Future Plans” of this Offer Document.
OUR CONTACT DETAILS
Our Company’s registered office is located at 1 Robinson Road, #18-00 AIA Tower, Singapore 048542
and our principal places of business are located at 101 Thomson Road, #15-04 United Square,
Singapore 307591 and University Town, 89 Julong Avenue, Block 7, 1st Floor, Lidu, Fuling, Chongqing,
PRC 408100. Our Company’s telephone number is +65 6622 8193 and our facsimile number is +65
6720 0183.

28

THE PLACEMENT
Placement Price

:

S$0.22 for each Placement Share, payable in full on
application.

Placement Size

:

22,200,000 Placement Shares.
The Placement Shares, upon issue and allotment, will rank
pari passu in all respects with the existing issued Shares.

The Placement

:

The Placement comprises a placement of 22,200,000
Placement Shares at the Placement Price, subject to and on
the terms and conditions of this Offer Document.

Purpose of the Placement

:

The purpose of the Placement is to secure the admission of
our Company to Catalist. Our Directors consider that the listing
and quotation of our Shares on Catalist will enhance our public
image locally and overseas and enable us to tap the capital
markets for the expansion of our business operations.
The Placement will also provide the members of the public, our
management, employees and business associates who have
contributed to our success with an opportunity to participate in
the equity of our Company. In addition, the proceeds of the
issue of the Placement Shares will also provide us with, inter
alia, additional working capital to finance our business and the
acquisition of land bank for our future development.

Listing Status

:

Prior to the Listing, there had been no public market for our
Shares. Our Shares will be quoted on Catalist, subject to
admission of our Company to Catalist and permission for
dealing in, and for quotation of, our Shares being granted by
the SGX-ST.

Risk Factors

:

Investing in our Shares involves risks which are described in
the section entitled “Risk Factors” of this Offer Document.

Use of Proceeds

:

Please refer to the section entitled “Use of Proceeds and
Listing Expenses” of this Offer Document for more details.
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Prospective investors should carefully consider and evaluate each of the following considerations and
all other information set forth in this Offer Document before deciding to invest in our Shares. Some of
the following risk factors relate principally to the industry in which our Group operates and the business
of our Group in general. Other considerations relate principally to general economic and political
conditions and the securities market and ownership of our Shares, including possible future sales of our
Shares.
If any of the following considerations and uncertainties develops into actual events, our business,
financial conditions, results of operations and prospects could be materially and adversely affected. In
such cases, the trading price of our Shares could decline and you may lose all or part of your
investment in our Shares. To the best of our Directors’ knowledge and belief, all risk factors that are
material to investors in making an informed judgment have been set out below.
This Offer Document also contains forward-looking statements having direct and/or indirect
implications on our future performance. Our actual results may differ materially from those anticipated
by these forward-looking statements due to certain factors, including the risks and uncertainties faced
by us, as described below and elsewhere in this Offer Document.
RISK FACTORS RELATING TO OUR BUSINESS AND THE PROPERTY INDUSTRY IN THE PRC
We have a short operating history as a group.
Most of the companies in our Group were formed between 2008 to 2010 and our Group has a short
operating history and track record upon which we may be evaluated. As at the Latest Practicable Date,
our Group has only completed our first property development project, the University Town in April 2011
and we expect to start construction of our second property development project, the Singapore Garden
in Fuling in the second quarter of 2012.
In addition, our historical financial information may not provide a sufficiently meaningful basis for
investors to evaluate our business, financial performance and prospects. To continue to maintain
profitability and growth, we may need to engage in new business plans and strategies (for more details,
please refer to the section entitled “General Information on our Company and our Group — Business
Strategy and Future Plans” of this Offer Document). There is, however, no assurance that we will be
able to sustain or increase our profitability and growth. Accordingly, investors should not rely on our
results of operations for any prior periods as an indication of our future performance.
Our financial performance may fluctuate from period to period if we are unable to undertake or
complete new projects.
We are vulnerable to revenue volatility which is the characteristic of property development companies.
For our property development business, the level of revenue that we can achieve is subject to
fluctuations and is dependent on, amongst others, the demand for our development projects, the
pricing and number of property development projects and the overall schedules of our projects which
are in turn, to a large extent, affected by the market sentiment, market competition, general economic
and property markets conditions, as well as government regulations. Accordingly, we are susceptible
to revenue volatility between financial periods.
Our financial performance has varied significantly in the past and may continue to fluctuate significantly
from period to period in the future. Based on our Audited Combined Financial Statements for FY2011,
our revenue was approximately RMB77.7 million and the net profit was approximately RMB9.3 million.
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There was no revenue recognised in FY2009 and FY2010, and we reported net losses of approximately
RMB0.7 million and RMB2.3 million for FY2009 and FY2010 respectively.
In addition, our revenue from the sale of development properties is recognised when the risks and
rewards of ownership of units have been transferred to the buyers either upon the issue of completion
certificate or handing over of keys to the buyers, whichever is later. Thus, there is no assurance that
the amount of revenue from the sale of development properties will remain comparable every year.
Should there be any reasons that cause us to complete fewer or no new property development projects
or should there be any delay in the progress of completion of any of the projects in our portfolio or the
transfer of the risks and rewards of ownership of units to the buyers, our revenue recognised in a
particular financial period will be adversely affected. Historical financial performance and position of our
Group is therefore not indicative of our future performance.
We are subject to financing risks and may not have adequate capital resources to finance
business activities such as land acquisitions or property developments.
Property development is capital intensive. Under the PRC laws and austerity measures, financial
institutions are prohibited from providing bank borrowings to fund the acquisition of land. The
availability of adequate capital resources is crucial to our ability to acquire land and to complete our
development projects according to plan. We have been financing our business activities through the
capital contributions, advances and loans from our Executive Chairman and Managing Director, Tan
Hoe San and his family members. In addition, we are also financing our business activities through our
internal source of funds. These comprise of mainly cash generated from our operating activities (which
include cash inflows arising from pre-sale or sale stages of developments) and cash and bank
balances. However, we may in the future also look to external sources of funds, which comprise of bank
borrowings and other debt and equity financing. As abovementioned, the mismatching cash flows
nature of our property development business may result in periods where we experience net negative
operating cash flows that have to be financed through our existing cash and bank balances and
external sources of funds, which represents greater reliance on such sources of funds during these
periods.
We cannot assure you that we will have adequate capital resources available to finance our business
activities such as land acquisitions or property developments. This may arise from inadequacy of:
(a)

internal funds such as low cash levels and/or that we are unable to achieve sufficient pre-sale in
order to fund our property developments;

(b)

pre-sale proceeds may only be used to fund the property development costs of the relevant
projects to which they relate, limiting the flexibility of use of pre-sale proceeds under PRC laws;
and/or

(c)

external sources of funds.

Our ability to arrange adequate external financing (if necessary) on terms that will allow us a
commercially acceptable return depends on a number of factors that are beyond our control, including
general economic and political conditions, the terms on which financial institutions are willing to extend
credit to us and the availability of other sources of debt or equity financing. There is no assurance that
we will be able to obtain external financing support in the future on acceptable terms, or any financing
support at all.
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In such events, we may not be able to finance our business activities and our cash flow, and as such
our financial performance and financial position may be adversely affected. In addition, we may require
additional borrowings to fund our future development projects. The incurrence of additional debt will
increase our interest payments required to service our debt obligations and could result in operating
and financial covenants that restrict our operations and our ability to pay dividends to our Shareholders.
We may be subject in the future to risks in relation to interest rate movements and fluctuation
in construction raw material prices.
As at the date of this Offer Document, we have not undertaken any external financing and have no
debts. However, if we undertake debt financing in the future, we may face risks in relation to interest
rate movements in particular as a result of the debts undertaken by us to finance our property
developments.
Changes in interest rates will affect our interest income and interest expense from short-term deposits
and other interest-bearing financial assets and liabilities. This could in turn have a material and adverse
effect on our financial performance. Furthermore, an increase in interest rates would also adversely
affect the willingness and ability of prospective customers to purchase our properties and our ability to
raise and service long-term debt.
In addition, our property development projects require large quantities of construction materials,
including timber, steel and concrete. We may also face risks of fluctuation in prices of construction raw
materials. As a property developer, in general, we enter into construction contracts with independent
construction companies based on pre-determined prices with a price adjustment mechanism. During
the period of the construction work, if the prices of construction raw materials increase materially, we
may be required to bear part of the additional costs of construction raw materials together with our
contractors. As such, significant increases in prices of construction raw materials may increase our
costs of development. In the event that we are unable to increase the sale prices of our properties
accordingly, our financial performance will be adversely affected.
We face increasing competition that could adversely affect our business and financial position.
In general, the property development industry is intensely competitive and highly fragmented. We
compete with various property developers. Competition between property developers may result in,
among other things, increased costs of the acquisition of land for development, oversupply of
properties in certain parts of the PRC, a decrease in property prices, a slow-down in the rate at which
new property developments will be approved and/or reviewed by the relevant government authorities,
an increase in construction costs and difficulty in obtaining high quality contractors and qualified
employees. Any such consequences may adversely affect our business, financial performance and
financial position.
In addition, the real estate market in the PRC is rapidly changing. If we cannot respond to changes in
market conditions more swiftly or effectively than our competitors, our ability to generate revenue, our
financial condition and our financial performance will be adversely affected. Many of our competitors
are more established than we are and have significantly greater brand recognition, financial, technical,
marketing, and other resources than we presently possess. We intend to create greater awareness for
our brand name so that we can successfully compete with our competitors. We cannot assure you that
we will be able to complete effectively or successfully with current or future competitors or that the
competitive pressure we face will not harm our business.
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If consumer bank financing becomes more costly or otherwise less attractive, our sale and
pre-sale of properties to our customers will be affected.
A majority of purchasers of our properties rely on bank financing to fund their purchases. An increase
in interest rates may significantly increase the cost of bank financing, thus adversely impacting the
affordability of residential properties. In addition, the PRC government and commercial banks may also
increase the down-payment requirements, impose other conditions or otherwise change the regulatory
framework in a manner that would make mortgage financing unavailable or unattractive to potential
property purchasers.
The China Banking Regulatory Commission (“CBRC”) (銀監會) issued a regulation on 30 August 2004
to limit mortgage loans on properties to 80% of the sale price of the underlying properties. On 24 May
2006, the Ministry of Construction (建設部), National Development and Reform Commission (“NDRC”)
(國家發展和改革委員會), the Ministry of Supervision (監察部), the Ministry of Finance (財政部), the
Ministry of Land and Resources (國土資源部), The People’s Bank of China (“PBOC”) (人民銀行), the
State Bureau of Statistics (統計局), the State Administration of Taxation (國家稅務總局) and the China
Banking Regulatory Commission jointly issued the Opinions on Adjusting Housing Supply Structure and
Stabilizing of Housing Prices (關于調整住房供應結構穩定住房價格的意見). The said opinions require
that, with effect from 1 June 2006, the minimum amount of down payment shall not be less than 30%
of the purchase price of the underlying individual commodity houses, while the minimum down payment
of 20% shall continue to apply to individual housing loans for residential units with a GFA of less than
90 sq m.
In addition, monthly mortgage payment is limited to 50% of an individual borrower’s income and
monthly debt service payments are limited to 55% of such individual borrower’s monthly income. If the
availability or attractiveness of mortgage financing is further reduced or limited, many of our prospective
customers may not be able to purchase our properties.
In addition, pursuant to the Circular on Strengthening Commercial Real Estate Loan Administration (關
于加强商業性房地產信貸管理的通知) and the Supplemental Notice on Strengthening Commodity Real
Estate Credit Financing Administration (關于加强商品房地產信用融資管理的補充通知) jointly issued by
PBOC and the China Banking Regulatory Commission on 27 September 2007 and 5 December 2007,
a purchaser who applies for individual housing loans for his first owner-occupied residential unit with
a GFA of less than 90 sq m is required to make a minimum down payment of 20% whereas a purchaser
who applies for individual housing loans for his first owner-occupied residential unit with a GFA of more
than 90 sq m is required to make a minimum down payment of 30%.
Purchasers and their families (which would include husband and wife and their minor offsprings) of their
second (or more) residential properties who have already purchased one or more residential buildings
through mortgage and the GFA per family member of whom is higher than the local average standards,
are required to make minimum down payments of 40% and the interest rate on mortgage loans for
second or more residential properties should be 1.1 or more times of the benchmark one-year lending
rate. As for apartments for commercial use, the down payment has been raised to a high 50% while
mortgage loans for commercial buildings will be no less than 1.1 times of the benchmark one-year
lending rate.
According to the Circular on Widening the Floating Downward Range of Interest Rate for Commercial
Individual Housing Loan (關于擴大商業性個人住房貸款利率下浮幅度等有關問題的通知), with effect
from 27 October 2008, the minimum rate for commercial individual housing loan has been decreased
to 70% of the corresponding benchmark lending rate and the minimum amount of down payment has
been adjusted to 20% of the purchase price. Financial institutions may give favourable terms for
interest rate and down payment proportion for loan applications for first owner-occupied ordinary
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residential units or for the improvement of owner-occupied ordinary residential units. The financial
institutions shall appropriately increase the requirements for loan application for non-owner-occupied,
non-ordinary residential units. The requirement that the monthly repayment amount for housing loans
shall not exceed 50% of the borrower’s monthly income remains unchanged.
On 29 September, 2010, the PBOC and CBRC issued the Notice on Promoting Differentiated Housing
Credit Policy (關于完善差別化住房信貸政策有關問題的通知), which, among other things, increased the
minimum down payment to at least 30% of the purchase price of the property. On 26 January, 2011, the
General Office of the State Council (國務院辦公廳) issued the Circular on Further Strengthening the
Regulating and Control of the Real Estate Market (關于進一步做好房地產市場調控工作有關問題的通
知). The Circular requires each purchaser who is purchasing a second property an initial payment of
60% of the sale price with an interest rate of at least 1.1 times of the benchmark one-year lending rate.
As a result of the foregoing and/or any new adverse changes, our business and financial performance
could be materially and adversely affected.
Our business and financial performance may be adversely affected if we fail to obtain, or if there
are material delays in obtaining, requisite governmental approvals for our land acquisitions and
property developments.
The property industry in the PRC is heavily regulated by the PRC government. PRC property
developers must comply with various requirements mandated by applicable laws and regulations,
including the policies and procedures established by local authorities designed for the implementation
of such laws and regulations. In order to develop and complete a property development, a property
developer must obtain various permits, licences, certificates and other approvals from the relevant
administrative authorities at various stages of the property development process, including land use
rights documents, planning permits, construction permits, pre-sale permits and certificates or
confirmation of completion and acceptance. Each approval is dependent on the satisfaction of certain
conditions.
We cannot assure you that we will not encounter problems in obtaining such government approvals or
in fulfilling the conditions required for obtaining the approvals, or that we will be able to adapt ourselves
to new laws, regulations or policies that may come into effect from time to time with respect to the
property industry in general or the particular processes with respect to the granting of approvals. If we
fail to obtain relevant approvals or fulfil the conditions of those approvals for a significant number of our
property developments, these developments may not proceed on schedule, and our business and
financial performance may be adversely affected.
Under PRC laws, if a developer fails to comply with or develop land according to the terms of the land
use rights grant contract (including those relating to payment of fees, land use or the schedule for
commencement and completion of the development of the land), the relevant government authority
may give a warning to or impose a penalty on the developer or forfeit the land use rights granted to the
developer.
There can be no assurance that circumstances leading to a possible breach of terms of the land use
rights grant contract, for example, a delay in the payment of the land use rights grant fees or delay in
the commencement of the development of the land for more than two years from the stipulated date of
commencement in the land use rights grant contract, will not arise or forfeiture action will not be taken
by the relevant authorities in the future. Therefore, if we are affected by circumstances which would
cause us to breach the terms of the land use rights grant contract and lead to our land use rights being
forfeited by the government, our business and financial performance will be adversely affected.
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In particular, the land use rights for some of our development sites will not be formally vested until we
have received the relevant land use rights certificates. Under current PRC land grant policies, the
relevant authorities will not issue the formal land use rights certificate for a piece of land until the
developer has paid the land premium in full, completed the resettlement process and is in compliance
with other land grant conditions. Any delays in the authorities’ issuance of the formal land use rights
certificates may adversely affect our operations, including our ability to commence development,
launch sales and deliver properties to our customers in a timely fashion. This is applicable to all land
banks that we may acquire for future property development projects. Accordingly, such delays will lead
to adverse impacts on our cash flow, financial performance and financial position.
To-date, our Group has not been materially affected by any delays in payment of the land grant fees
or commencement of planned developments. Save as disclosed in the section entitled “General
Information on our Company and our Group — Permits, Approvals, Licences, and Government
Regulations” of this Offer Document, our Group have obtained all the necessary business permits,
licences, certificates and approvals for our business operations in the PRC and we are in compliance
with all applicable PRC laws and regulations which are material to our business operations.
Further, in accordance with the “Regulations on Administration of Urban Real Estate Development’’(城
市房地產開發經營管理條例) and the “Provisions on Administration of Qualification of Real Estate
Developers” (房地產開發企業資質管理規定) (collectively, the “Regulations”), property developers in
the PRC are required to obtain the relevant class of qualification certificates for the development of
certain types of properties and certain sizes of property developments.
The Regulations provide that when a property developer engages in the development and sale of
property without any qualification certificates or beyond its qualification, it must rectify such default
within the time limit set by the property development authorities under the local government on or above
the county level. A fine ranging from RMB50,000 to RMB100,000 will also be imposed. If the property
developer fails to rectify the default within the time limit, its business licence may be revoked by the AIC
based on the application of the property development authorities. All qualification certificates are
renewable on an annual basis. The property developer’s registered capital, property development
investments, history of property development, quality of property construction, expertise of the
management or any illegalities on the part of the developer will be taken into account by the local
authorities in deciding whether to renew the qualification certificates. Please refer to the section entitled
“General Information on our Company and our Group — Permits, Approvals, Licences and Government
Regulations” of this Offer Document for more information. Should we fail to obtain or renew the requisite
qualification certificates or rectify any default, our business and financial performance will be adversely
affected.
We rely on independent contractors, including main contractors with Grade 1 or Grade 2 Main
Contractor Licence for Housing Construction and Engineering in the PRC for our larger
property development projects.
We engage independent third-party contractors to provide various services, including architectural
design, construction supervisory, piling and foundation, electrical, engineering, plumbing, building and
property fit-out works as well as installation of air-conditioning units and elevators. We also engage
independent third-party main contractors with Grade 1 or Grade 2 licences to act as the main contractor
for our property development projects. Please refer to the section entitled “General Information on our
Company and our Group — Property Development Process — Construction Work” of this Offer
Document for more information. We invite contractors to tender bids according to their reputation for
quality and track record. We cannot assure you that the services rendered by these independent
third-party contractors will be satisfactory or that it will match the level of quality that we require.
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Moreover, contractors may experience financial or other difficulties that may affect their ability to carry
out the work for which they were contracted, thus delaying the completion of our property development
projects or resulting in additional costs for us. They may also suffer negative publicity. Any of these
factors could adversely affect our business, financial performance and our reputation.
Where bank mortgages are provided to our customers, we guarantee the issuance of the real
estate ownership certificates to the banks.
We arrange for various domestic banks in the PRC to provide loans and mortgage facilities to our
customers prior to completion of the property handover together with the issuance of the property
ownership certificates. Where such loans are taken by our customers, we enter into a guarantee
agreement with the bank (the “Guarantee”). Under the Guarantee, the bank will make partial payment
of the loan amount to us, and retain a certain percentage of the loan amount as retention monies.
We guarantee to issue the property ownership certificates to the bank by the time stipulated in the sale
and purchase agreement with the customer. If our issuance of the property ownership certificates are
delayed, payment of the retention monies to us will be delayed, which could potentially impact upon our
cashflow. If we are unable to issue the property ownership certificates, we will not be entitled to the
retention monies held by the bank. Our Guarantee ceases to be in effect once we issue the property
ownership certificate to the bank.
In the event a customer defaults in the payment to the bank before the issuance of the property
ownership certificate, the bank has the right to terminate the mortgage facility and claim from us the
partial payment made to us, which may affect our Group’s cashflow and financial position. In such
event, the property ownership will be retained by us, and the deposit paid by the defaulting customer
will be forfeited to us. We will then pay back the bank with the partial payment previously released by
the bank. As of the Latest Practicable Date, we have not experienced such claims from the bank.
There are potential tax implications as a result of the waiver of an approximately RMB132.0
million shareholders’ loan from our Executive Chairman and Managing Director, Tan Hoe San,
and our Non-Executive Director, Fan Yi Ru to our PRC Subsidiaries.
On 30 September 2011, Tan Hoe San and Fan Yi Ru executed the Letter of Waiver by which they
waived their rights and control over the shareholders’ loan amount of approximately RMB132.0 million
which had been made to the PRC Subsidiaries.
As a result of the waiver, there is a potential tax impact on the Group, for which we have made a
provision of approximately RMB33.0 million in the Audited Combined Financial Statements, based on
the applicable PRC tax rates, and this may affect our cashflow, operations, and ability to pay dividends.
As such, on 10 January 2012, Tan Hoe San and Fan Yi Ru executed a letter of undertaking pursuant
to which they provided an undertaking to provide an interest-free loan of up to RMB33.0 million to our
Group in the event that our Group does not have sufficient funds to pay such income tax, or our Group’s
operation and cash flows are affected by such income tax payment. For details of the waiver, please
refer to the section entitled “Interested Person Transactions — Past Interested Person Transactions” of
this Offer Document.
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We depend on key personnel for our continued success, and may not be able to replace them
if they cease to work for us.
We believe our success to date has been largely attributable to the contributions and experience of our
Executive Chairman and Managing Director, Tan Hoe San, as well as our Executive Officers, many of
whom have been with us since our inception. Our continued success will depend, to a large extent, on
our ability to retain the services of our Executive Chairman and Managing Director, as well as our
Executive Officers. The loss of the services of our Executive Chairman and Managing Director or any
of our Executive Officers without suitable and timely replacement, or the inability to attract and retain
other qualified personnel, would adversely affect our operations and hence, our financial performance.
We may not be successful in implementing our business expansion plans.
To-date, all of our projects comprise of integrated residential and commercial property developments in
Fuling which are built for sale. Our core strategies include expanding our business into other high
growth cities mainly in Chongqing, and also the PRC. We also intend to expand into the property
management sector through our subsidiary, Gangyuan Tuowei. Please refer to the section entitled
“General Information on our Company and our Group — Business Strategies and Future Plans” of this
Offer Document for more information.
Other high growth cities in the PRC may differ from Fuling in terms of the level and pace of economic
development, culture, regulatory practices, topography, our familiarity with contractors, suppliers and
other partners, business practices, customs, tastes, preferences and behaviour. Accordingly, our
experience in Fuling may not be applicable to these cities.
Commercial property developments require different regulatory approvals, types of design, layout and
building materials, as well as different development, marketing and management strategies and skills
as compared to residential property developments. We have limited experience in the marketing and
management of commercial property.
We cannot assure you that our future residential developments located outside Fuling or our
commercial property developments in general, will achieve the same levels of success that our
integrated residential and commercial property development in Fuling has attained. If our expansion
into new market cities and sectors is not successful, our reputation, business, prospects, financial
performance and financial condition could be materially and adversely affected.
We may not be able to identify or acquire land for development at commercially acceptable
prices.
We believe that maintaining a sizable and high-quality land bank for future development is critical to
sustain our growth. We cannot assure you that we will be able to identify and acquire attractive sites
in the future at commercially acceptable prices, or at all. In the PRC, the supply of land is controlled by
government authorities, and our ability to acquire land use rights and their corresponding acquisition
costs will be affected by government policies toward land supply, development and pricing. The central
and local governments regulate the means by which property developers obtain land for development.
Please refer to Appendix C: “Summary of Relevant PRC Laws and Regulations” of this Offer Document
for a description of the material laws and regulations in the PRC that apply to the acquisition of land use
rights. In particular, the central government introduced regulations in May 2002, which were amended
in September 2007, that require government departments and agencies to grant state-owned land use
rights for residential and commercial property development by public tender, auction or listing-for-sale.
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We believe the abovementioned regulations have contributed to an increase in the acquisition costs to
property developers throughout China.
We usually replenish and source for new plots of land by sourcing for suitable development sites
through the PRC government land sale programmes. Since 2008, we acquired three land parcels
through the PRC government land sale programmes. We also intend to participate in property auctions,
acquire land from private owners, and enter into joint ventures where commercially viable. We compete
with other property developers for new land sites and there is no assurance that suitable sites will
always be available to us for the purposes of our business at costs acceptable to us. Thus, we may not
be able to secure a sufficient number of desired new land sites at commercially acceptable prices to
maintain our land bank as planned. In such case, we may be forced to undertake fewer property
developments projects or projects with less desirable margins. As a result, the business and profitability
of our Group may be adversely affected.
We are heavily dependent on the performance of the residential property markets in Fuling,
Chongqing, and other second or third tier cities in China, which are at a relatively early
development stage.
All of our current and proposed property development projects are located in Chongqing under the
direct jurisdiction of the PRC central government. Our principal business activities are currently
concentrated in Fuling. Our business is hence dependent on the continuing growth of the PRC
economy generally and the property sector of the PRC specifically. The property development market
may be adversely affected by economic, political, social, regulatory or diplomatic developments in or
affecting the PRC property sector generally. Our business may be adversely affected by changes in
inflation, interest rates, taxation, or other regulatory, political, social or economic factors affecting
Chongqing and in particular, Fuling, and any adverse developments in the supply and demand of
housing prices in the property sector. Our business is also subject to the cyclical nature of the property
industry, and is hence vulnerable to any downturn in the residential and/or commercial property
development market in the PRC.
The residential property industry in the second and third tier cities of the PRC is still in a relatively early
stage of development. Although demand for the residential property in the PRC has been growing
rapidly in recent years, such growth is often coupled with volatility in market conditions and fluctuation
in property prices. It is extremely difficult to predict how much and when demand will develop, as many
social, political, economic, legal, and other factors, most of which are beyond our control, may affect the
development of the market. The level of uncertainty is increased by the limited availability of accurate
financial and market information, as well as the overall low level of transparency in the PRC, especially
in third tier cities, which have lagged in progress in these aspects when compared to first tier cities. The
lack of a liquid secondary market for residential property may discourage investors from acquiring new
properties. The limited amount of property mortgage financing available to PRC individuals may further
inhibit demand for residential developments.
We are subject to risks in relation to our pre-sale policies.
The practice of pre-sale (that is, selling properties under construction prior to the receipt of construction
completion and examination certificate) is widely adopted in the PRC property market industry. In line
with industry practice, we pre-sell most of our properties prior to completion.
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There are certain risks relating to the pre-sale of properties. In the event of a failure or delay in the
delivery of our pre-sold properties to purchasers, we may be liable for potential losses that purchasers
may suffer as a result. There is no guarantee that these losses will not exceed the purchase price paid
in respect of the pre-sold units. Failure to complete a property development on time may be attributed
to factors such as the time taken and the costs involved in completing construction, which are in turn
adversely affected by factors such as delays in fitting out works, shortages of labour, adverse weather
conditions, and natural disasters. If the delay in delivery extends beyond the contractually specified
period, the purchasers may also be entitled to terminate the pre-sale agreements and claim refunds of
monies paid, damages and compensation for late delivery. Our Group did not suffer any material losses
relating to failure or delay in delivery of pre-sold properties during the Period Under Review.
Nevertheless, there is no assurance that there will not be future circumstances which result in liabilities
arising from pre-sale arrangements and/or will cause us to experience significant delays in completion
or delivery, which will adversely affect our business and financial performance.
We may be adversely affected by unsold properties.
In the event that we are unable to sell a significant proportion of our properties, our financial
performance will be materially and adversely affected. Furthermore, the unsold properties that we
continue to hold for sale post-completion may be relatively illiquid, which will limit our ability to realise
cash from unsold units on short notice. Such illiquidity may also have a negative effect on the prices
of unsold units in the event that we are required to sell the unsold properties urgently, and limits our
ability to vary our portfolio of property held for sale in response to changes in economic, political, social
or regulatory conditions in a timely manner. In such an event, our cash flow and financial performance
will be adversely affected.
We may be involved in legal and other proceedings arising from our operations from time to
time.
We may be involved from time to time in disputes with various parties involved in the development and
sale of our properties such as main contractors, sub-contractors, suppliers, construction companies,
purchasers, other partners and lenders. These disputes may lead to legal and other proceedings, and
may cause us to suffer additional costs and delays. In addition, we may have disagreements with
regulatory bodies in the course of our operations, which may subject us to administrative proceedings
and unfavourable decrees that result in financial losses and delay the construction or completion of our
projects. Any project delays arising from the above will affect our business and financial performance.
Our insurance coverage may be inadequate.
There are currently no mandatory requirements under PRC laws and regulations which require a
property developer to take out insurance policies in respect of its property developments or which are
applicable to our Group save for motor vehicle insurance and employee-related social insurance such
as elderly and medical insurance, which we have taken up accordingly. We also have in place certain
insurance coverage for our properties for destruction of or damage to our unsold properties. For further
details, please refer to the section entitled “General Information on our Company and our Group —
Insurance Coverage” of this Offer Document.
As at the Latest Practicable Date, we have not suffered any losses or damages or incurred any liabilities
relating to our properties that has a material and adverse effect on our business. Notwithstanding the
abovementioned insurance coverage for certain assets, these may not be adequate to cover losses,
claims and/or liabilities that we may suffer in respect of such assets. We may also suffer other losses,
claims and/or liabilities for assets which we are not insured. If we suffer any uninsured losses, damages
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and liabilities to our assets, we may not have sufficient funds to cover any such losses, damages or
liabilities or to replace any property development or other assets that have been destroyed. In addition,
any payment we make to cover any losses, damages or liabilities could have a material adverse effect
on our business, financial performance and financial condition. In addition, the payment by our insurers
of such insurance claims may result in increases in the premiums payable by us for our insurances and
resultant adverse effects on our financial performance.
Also, we face the risk of loss or damage due to fire, theft and natural disasters such as floods. In the
event that our insurance coverage is insufficient to meet such loss or damage, our financial
performance may be adversely affected and our operations may be disrupted. For further details,
please refer to the section entitled “General Information on our Company and our Group — Insurance
Coverage” of this Offer Document.
We may encounter problems with our future joint ventures that may adversely affect our
business.
We are currently not involved in any joint ventures in the PRC or elsewhere. However, we may in the
future have interests in PRC joint venture entities or arrangements in connection with our property
development plans. If there are disagreements between us and such joint venture partners regarding
the business and operations of the joint ventures, we cannot assure you that we will be able to resolve
them in a manner that will be in our best interests. In addition, such joint venture partners may (i) have
economic or business interests or goals that are inconsistent with ours; (ii) take actions contrary to our
instructions, requests, policies or objectives; (iii) be unable or unwilling to fulfil their obligations; (iv)
have financial difficulties; or (v) have disputes with us as to the scope of their responsibilities and
obligations. Any of these and other factors may materially and adversely affect the performance of our
joint ventures, which may in turn materially and adversely affect our financial condition and financial
performance.
We may be subject to limitations of property valuations.
The valuations of our properties set out in this Offer Document are conducted by JLLCAA. The
valuations are based on certain assumptions that are subjective. Unanticipated changes in relation to
particular properties, or changes in general or local economic or regulatory conditions or other relevant
factors could affect such valuations and the returns that we can realise from these properties. The
actual values that we derive from these properties may materially differ from the values attributed to
them in the Valuation Report prepared by JLLCAA as set out in Appendix B of this Offer Document.
We could be adversely affected by the occurrence of natural disasters.
From time to time, our project or development sites may experience strong winds, storms, floods, and
earthquakes. Natural disasters could impede operations and/or damage infrastructure necessary to our
constructions and operations. The occurrence of natural disasters could adversely affect our business,
the results of our operations, prospects, and financial condition.
There is a lack of readily available, reliable and updated information on property market
conditions in the PRC generally.
We are subject to property market conditions in the PRC generally and in particular, municipal cities and
provinces where our property developments are located. Currently, reliable and up-to-date information
is generally not readily available in the PRC and in the relevant municipal cities and provinces on the
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amount and nature of property development and investment activities, the demand for such
development, the supply of new properties being developed or the availability of land and buildings
suitable for development and investment. Consequently, our investment and business decisions may
not always have been, and may not be in the future, based on accurate, complete and timely
information. Inaccurate information may adversely affect our business decisions, which could materially
and adversely affect our business and financial condition.
Relevant PRC tax authorities may challenge the basis in which we calculate our land
appreciation tax (“LAT”) obligations.
Under PRC tax laws and regulations, our PRC Subsidiaries are subject to LAT, which is collected by
local tax authorities. Pursuant to Article 2 of the Provisional Regulations of the PRC on Land
Appreciation Tax (中華人民共和國土地增值稅暫行條例) (the “LAT Regulations”), all income received
from the sale or transfer of state-owned land use rights, buildings and their attached facilities in the
PRC by all units and individuals is subject to LAT at progressive rates ranging from 30% to 60% of the
appreciation value as defined by the relevant tax laws. Certain exemptions are available for the sale of
ordinary standard residential houses if the appreciation values do not exceed 20% of the total
deductible items as defined in the relevant tax laws. Sale of commercial properties which do not fall
within the scope of ordinary standard residential houses is not eligible for such exemption. LAT is not
levied on properties constructed and held by such units or individuals for its own use or for lease.
Please refer to Appendix C: “Summary of Relevant PRC Laws and Regulations” of this Offer Document
for details on LAT.
The administration of LAT is handled by the local tax authorities which will assess the amount of LAT
to be paid based on the computation methods as stipulated in the LAT Regulations. The method in
which the local tax authorities may calculate LAT may result in a lower sum of LAT payable than if LAT
is determined by the central PRC tax authorities based on its application of the appreciation value of
the properties as suggested under the LAT Regulations. In which case, the central PRC tax authorities
may order our Group to pay the outstanding LAT and accordingly, our cash flow and financial
performance will be adversely affected.
Further, on 28 December 2006, the State Administration of Taxation issued the Notice on the
Administration of the Settlement of Land Appreciation Tax of Property Development Enterprises (國家
稅務總局關于房地產開發企業土地增值稅清算管理有關問題的通知) (the “LAT Notice”) which came into
effect on 1 February 2007. Such notice provides further clarifications as to the settlement of LAT. Local
provincial tax authorities can formulate their own implementation rules according to the notice and local
situations. In the event that the implementation rules promulgated in the cities in which our projects are
located require us to settle all the unpaid LAT, our cash flow may be adversely affected. Pursuant to the
LAT Notice, LAT must be paid if the projects meet any of the following requirements: (i) the property
development project has been completed and fully sold; (ii) the property development project has been
transferred to other parties although it has not been completed; or (iii) the land use right of the land on
which the property development project is carried out has been transferred to other parties.
Further, the LAT Notice also stipulates that the local tax authorities may order property developers to
pay LAT if any of the following criteria is met: (i) where more than 85% of the GFA of a completed
property project has been transferred to purchasers; (ii) where less than 85% of the GFA of the
completed property project has been transferred but the remaining GFA has been leased or used by the
property developer itself; (iii) a property project has not been sold within three years from the grant of
sale or pre-sale permit; (iv) the property developer applies for cancellation of the tax registration without
having settled LAT; or (v) other conditions stipulated by the tax authorities at the provincial level.
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However, as we do not have to apply for sale or pre-sale permits for properties constructed and held
by us for our own use or for lease, such properties will not be subject to LAT. In FY2011, we incurred
LAT expense of RMB2.9 million.
RISK FACTORS RELATING TO THE PRC
Changes in the social, political and economic conditions in the PRC could affect our business.
Substantially all of our assets and our revenues are derived from our business operations located in the
PRC. Accordingly, any significant slowdown in the PRC economy or decline in demand for our
properties from customers in the PRC will have an adverse effect on our business, financial condition
and financial performance. Furthermore, any unfavourable changes in the social and political
conditions of the PRC may also adversely affect our business and operations.
Since the adoption of the “open door policy” in 1978 and the “socialist market economy” in 1993, the
PRC government has been undergoing reforms in its economic and political systems, which are
expected to continue. The PRC government has exercised and continues to exercise significant
influence over the PRC economy in general, which, among others, affects the property sector in the
PRC. Any changes in the social, political and economic policies of the PRC government may lead to
changes in the laws and regulations or the interpretation of the same, as well as changes in the foreign
exchange regulations, taxation and land ownership and development restrictions, which may in turn
adversely affect our business and financial performance. Although we believe these reforms will have
a positive effect on our overall and long-term development, we cannot predict whether changes in
PRC’s political, economic and social conditions, laws, regulations and policies will have any adverse
effect on our current or future business, financial performance or financial condition.
From time to time, the PRC government adjusts its monetary and economic policies to prevent and
curtail the overheating of the national and provincial economies, which may affect the property markets
that we operate in. Any action by the PRC government concerning the economy or the property sector
in particular could have a material adverse effect on our financial condition and financial performance.
Please also refer to the risk factor entitled “We are subject to financing risks and may not have
adequate capital resources to finance business activities such as land acquisitions or property
developments.” in this section of the Offer Document for details of relevant PRC regulations that may
affect our financing risks.
Changes in national and regional economic conditions, as well as local economic conditions where in
Fuling and Chongqing, may result in more caution on the part of home purchasers and consequently
may make fewer home purchasers. These economic uncertainties involve, among other things,
conditions of supply and demand in local markets and changes in consumer confidence and income,
employment levels, and government regulations. These risks and uncertainties could periodically have
an adverse effect on consumer demand for and the pricing of our properties, which could cause our
revenue to decline. In addition, property developers are subject to various risks, many of them outside
the control of the property developers including competitive overbuilding, availability and cost of land,
materials and labour, adverse weather condition which can cause delays in construction schedules,
cost overruns, changes in government regulations, and increases in property taxes and other local
government fees. A reduction in our revenues could, in turn, negatively affect the market price of our
Shares.
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There are in place certain existing policies and regulation in the PRC that may affect our
financing activities as follows:
PRC policies or regulations that may affect our domestic financing activities
The PRC government has in recent years taken a number of policy initiatives in the domestic financial
sector to further tighten the domestic lending requirements for property developers. In June 2003, the
PBOC issued a notice which, among other things:
(a)

restricts PRC commercial banks from advancing loans to fund the payment of land premium;

(b)

restricts PRC commercial banks from granting loans for the development of luxury residential
properties such as villas; and

(c)

restricts property developers from using borrowings obtained from any local bank to fund property
developments outside that district.

In April 2005, the Ministry of Construction, the National Development and Reform Commission and
several other regulatory bodies of the PRC government jointly issued the Opinions on the Stability of
Residential Property Prices (關于做好穩定住房價格工作的意見) which, among other things, require
commercial banks to strictly enforce PRC laws on granting loans for property developments, including
the requirement of thorough credit investigation before approving loans for property developments.
In accordance with the Circular on Strengthening Commercial Real Estate Loan Administration (關于
加强商業性房地產信貸管理的通知) jointly issued by PBOC and the China Banking Regulatory
Commission on 27 September 2007, the commercial banks shall not issue loans in any form to a project
of which the proportion of capital (owners’ equity) is less than 35% or that has not received the
Certificate of Land Use Right, the Planning Permit on Land for Construction Use, the Planning Permit
on Construction Projects or the Construction Permit. The commercial banks shall not issue loans to
property development enterprises that are found to be hoarding land and properties for speculative
purposes by the competent authority in charge of land and resources and the competent authority in
charge of construction. The commercial banks shall not accept commercial properties that have been
left idle for more than three years as mortgage for loans.
However, on 20 December 2008, the State Council Office promulgated the Various Opinions on
Promoting the Healthy Development of Real Estate Market (國務院辦公廳關于促進房地產市場健康發展
的若干意見) and on 20 January 2009, the Office of the People’s Government of Chongqing Municipality
promulgated the Various Opinions on Expanding the Domestic Demand and Promoting the
Development of Real Estate Market in Chongqing Municipality (重慶市政府關于擴大內需促進房地產市
場平穩健康發展的若干意見).
First, the commercial banks can increase credit support for property development enterprises only if
these enterprises meet certain government threshold requirements in respect of the number of small
and medium sized units built, and also if such enterprises are willing to comply strictly with the pricing
policy of the government. Further, they will be under the supervision of the government, especially for
government housing projects (政府保障房) under construction. Secondly, the commercial banks are
also encouraged to provide financial support to property developers with good credit records and which
have undertaken high quality projects. Thirdly, with regard to the enterprises or projects relating to
merger or reorganization by competent and reputable property development enterprises, the
commercial banks are encouraged to provide financing support. The government also targets to
provide guidance to the surety companies to provide support for the property enterprises to finance
their projects. Lastly, subject to the compliance with the risk management, the commercial banks are
encouraged to lower the requirements of granting loans and to fully support property enterprises which
are undergoing financial difficulties, but have good records and prospects.
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In accordance with the Notice Regarding Adjusting Capital Proportion of Fixed Assets Investment
Project (國務院關于調整固定資產投資項目資本金比例的通知) promulgated by the State Council Office
on 25 May 2009, the minimum capital proportion for low-income housing projects and commercial
housing projects is 20%, and the minimum capital proportion for other types of property development
projects is 30%. When providing credit assistance and services, financial institutions shall carry out an
independent assessment to reduce financial risks and shall conduct a comprehensive assessment and
evaluation on the source of the capital, returns on investment and investment risks with reference to the
capital requirements promulgated by the state based on the status of the borrower and the project, so
as to decide whether to grant the loan as well as the amount and proportion of the loan.
PRC policies or regulations that may affect our external financing activities
On 10 July 2007, the General Affairs Department of the State of Administration for Foreign Exchange
(國家外匯管理局) (“SAFE”) issued the Notice Regarding the Publication of the List of the First Batch of
Property Development Projects with Foreign Investment that Have Properly Registered with the
Ministry of Commerce (商務部) (“MOC”) (“Notice 130”). Notice 130 restricts the ability of Foreign
Invested Real Estate Enterprise (“FIREE”) to raise funds offshore and then inject funds into the
companies by way of shareholder loans. Notice 130 stipulates, among other things: that SAFE will no
longer process foreign debt registration and examination and approval of foreign exchange settlements
for foreign debt for property enterprises with foreign investment that obtained approval certificates from
commercial authorities and filed with MOC on or after 1 June 2007; and that SAFE will no longer
process foreign exchange registration (or change of such registration) or foreign exchange settlement
and sale under the capital account for property enterprises with foreign investment that obtained
approval certificates from commercial authorities on or after 1 June 2007 but failed to file with MOC.
Our Group currently does not have any FIREEs. However, any future FIREE incorporated by us (the
“PRC Real Estate Subsidiaries”) will not be allowed to obtain debt financing (including bank loans or
intercompany loans) from offshore entities. Nonetheless, the PRC Real Estate Subsidiaries’ financing
needs will be funded through a combination of internal and other external sources. Internal sources
include working capital inflows while external sources include onshore RMB-denominated loans from
banks and financial institutions based in the PRC. We can also choose to increase the equity financing
in the PRC Real Estate Subsidiaries by way of increases in paid-up capital. Furthermore, the restriction
in offshore debt financing does not affect our offshore entities such as the Company and Jumbo Equity.
Accordingly, the Company and our offshore intermediary holding company are still able to raise funds
denominated in any currency outside the PRC for investments in the existing or new property projects
in the PRC. However, such funds raised can only be remitted into the PRC through direct investment
into the paid-up capital of the PRC Real Estate Subsidiaries.
In view of the foregoing, any changes in the policies or regulations by the PRC government may limit
our financing options and flexibility and therefore, we may need to rely on alternate sources of funds
or maintain a relatively high level of cash. Should we be unable to do so, our business, cash flow,
financial performance and financial position may be materially and adversely affected.
Interpretation of PRC laws and regulations involves uncertainty, further, changes in tax laws,
regulations, policies, concessions and treatment may materially and adversely affect our
financial condition and results of operations.
Our operations in the PRC are subject to the laws and regulations promulgated by the PRC
government. The PRC legal system is a codified legal system made up of the PRC constitution, written
laws, regulations, circulars, directives and other government orders. The PRC government is still in the
process of developing its legal system so as to meet the needs of investors and to encourage foreign
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investment. Generally, the PRC economy is developing at a faster pace than its legal system.
Therefore, some degree of uncertainty exists in connection with whether existing laws and regulations
will apply to certain events or circumstances, and if so, the manner of such application.
In particular, unlike common law jurisdictions like Singapore, decided cases do not form part of the legal
structure of the PRC and thus have no binding effect. The administration of the PRC laws and
regulations may be subject to a certain degree of discretion by the executive authorities. This has
resulted in the outcome of dispute resolutions not being as consistent or predictable compared to more
developed jurisdictions. In addition, it may be difficult to obtain a swift and equitable enforcement of
laws in the PRC, or the enforcement of judgments by a court of another jurisdiction.
Furthermore, in line with its transformation from a centrally planned economy to a free market oriented
economy, the PRC government is still in the process of developing a comprehensive set of laws and
regulations. As the legal system in the PRC is still evolving, laws and regulations or the interpretation
of the same may be subject to change.
Currently, we are taxed in compliance with relevant PRC laws and regulations, in particular, in relation
to income tax and land appreciation tax. If there is a change in the tax laws, regulations, policies,
concessions and treatment (including any retrospective change of the basis or to the agreement
reached with the local government as aforesaid), our taxation expenses may be affected adversely,
resulting in a material and adverse effect on our financial condition and financial performance.
We may be affected by new rules on mergers and acquisitions of domestic enterprise by foreign
investors.
On 8 August 2006, the Ministry of Commerce (商務部) (“MOC”), China Securities and Regulatory
Commission (中國證券監督管理委員會) (“CSRC”), State of Administration for Foreign Exchange (國家
外匯管理局) (“SAFE”) and three other PRC authorities promulgated the Rules on the Mergers and
Acquisitions of Domestic Enterprise by Foreign Investors (關于外國投資者併購境內企業的規定) (the
“New M&A Rules”), which came into effect on 8 September 2006. Pursuant to Articles 39 and 40 of the
New M&A Rules, the listing of offshore special purpose vehicles (“SPV”), which are directly or indirectly
controlled by PRC entities or individuals, are subject to the prior approval from CSRC (the “CSRC
Approval”).
Pursuant to Article 11 of the New M&A Rules, the acquisition of related PRC domestic enterprises by
related overseas enterprises which are invested or controlled by domestic companies, enterprises or
individuals, need to be approved by the MOC. On 21 September 2006, CSRC promulgated permit
guidelines on Domestic Enterprises Indirectly Overseas Issuing or Listing and Trading Their Securities
(境內企業間接到境外發行證券或者將其證券在境外上市交易的規定) (the “CSRC Permit Guidelines”).
The CSRC Permit Guidelines provide that the listing of SPVs referred to in Articles 39 and 40 of the
New M&A Rules are subject to the CSRC Approval.
We are subject to foreign exchange control in the PRC.
Our PRC Subsidiaries are subject to the relevant PRC rules and regulations on currency conversion.
In the PRC, SAFE regulates the conversion of RMB into foreign currencies. Currently, foreign invested
enterprises (“FIEs”) are required to apply to SAFE for “Foreign Exchange Registration Certificates for
FIEs”. With such registration certifications, FIEs are allowed to open foreign currency accounts
including the “basic account” and “capital account”. Currently, conversion within the scope of the “basic
account”, for purposes such as the remittance of foreign currencies for payment of dividends, can be
effected without the approval of SAFE. However, the conversion of currency in the “capital account”, for
capital items such as direct investments, loans and securities, still requires the approval of SAFE.
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We face risks related to health epidemics and other outbreaks, or any other form of calamities.
Our business could be adversely affected by the effects of influenza A (H1N1) virus, avian influenza,
SARS or other similar epidemics or outbreaks. The PRC reported a number of cases of SARS in 2003.
Since 2005, there were reports on the occurrences of avian flu in various parts of the PRC, including
a few confirmed human cases. The global outbreak of influenza A (H1N1) in 2009 has also affected the
PRC. Any prolonged recurrence or worsening of influenza A (H1N1), avian influenza, SARS or other
adverse public health developments in the PRC or elsewhere may have a material adverse effect on
our business operations. These could include the temporary closure of our construction sites. Such
closures would severely delay the construction and delivery schedule of our projects and adversely
affect our financial performance.
In addition, natural disasters such as earthquakes or floods and other calamities or emergencies such
as breakout of fire and other crises may also disrupt our business operations and can result in
significant damage to our property assets, which will cause our business and financial performance to
be materially and adversely affected.
RISK FACTORS RELATING TO AN INVESTMENT IN OUR SHARES
Investment in shares quoted on Catalist involves a higher degree of risk and can be less liquid
than shares quoted on the Main Board of the SGX-ST.
An application has been made for our Shares to be listed for quotation on Catalist, a listing platform
designed primarily for fast-growing and emerging or smaller companies to which a higher investment
risk tends to be attached as compared to larger or more established companies listed on the Main
Board of the SGX-ST. An investment in shares quoted on Catalist may carry a higher risk than an
investment in shares quoted on the Main Board of the SGX-ST. Catalist was newly formed in December
2007 and the future success and liquidity in the market of our Shares cannot be guaranteed.
Our Company is financially dependent on profits distributions from our subsidiaries, and our
ability to pay dividends could be adversely affected if those distributions are not made in a
timely manner or at all.
Our Company is incorporated in Singapore and we conduct our core business operations through our
operating subsidiaries in the PRC. The profits available for distribution by us to our Shareholders are
dependent on the profits available for distribution by our subsidiaries to us. Profits available for
distribution by our subsidiaries established in the PRC are determined in accordance with PRC
Generally Accepted Accounting Principles, and such profits differ from those which would be calculated
using the Singapore Financial Reporting Standards for the purposes of dividend distribution in certain
significant respects. Such differences include the use of different bases of recognition of revenue and
expenses. In addition, under the relevant PRC financial regulations, profits available for distribution are
determined after contributions to various statutory reserve funds required under PRC laws. These
restrictions could affect the amount of distributions that we receive from our subsidiaries or restrict our
ability to pay dividends to our Shareholders. Our inability to receive and pay dividends could have a
material adverse effect on our financial condition and capital resources, as well as the trading price of
our Shares.
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RISK FACTORS
Our main operations and significant assets are located in the PRC and thus it could be difficult
to enforce a Singapore judgment against us, our Executive Chairman and Managing Director
and most of our Executive Officers.
Our Executive Chairman and Managing Director, Tan Hoe San, and our Non-Executive Director, Fan Yi
Ru, are both Singapore citizens. Although our Company is incorporated in Singapore, our operating
subsidiaries are incorporated in the PRC, and our operations and assets are located in the PRC. In
addition, our Executive Chairman and Managing Director and most of our Executive Officers are
non-residents of Singapore, and most of the assets of these persons are located outside Singapore.
As a result, it could be difficult for investors to effect service of process in Singapore if they wish to make
a claim or to enforce a judgment obtained in Singapore against our Company or our Executive
Chairman and Managing Director or any of our Executive Officers residing in the PRC.
Control by our majority Shareholders may limit your ability to influence the outcome of
decisions requiring the approval of Shareholders.
Upon the completion of the Placement, our majority Shareholders, Super Vantage Investment and Able
Lead International, which are wholly-owned by our Executive Chairman and Managing Director, Tan
Hoe San and our Non-Executive Director, Fan Yi Ru respectively, will beneficially own in aggregate
approximately 66.33% of the issued Shares. As a result, they will be able to exercise significant
influence over all matters requiring Shareholders’ approval, including the election of Directors and the
approval of significant corporate transactions. They will also have veto power with respect to any
Shareholders’ action or approval requiring a majority vote except where they are required by the rules
of the Listing Manual to abstain from voting. Such concentration of ownership may also have the effect
of delaying, preventing or deterring a change in control of our Group which may benefit our Group’s
Shareholders.
Our Shares have never been publicly traded and the Placement may not result in an active or
liquid market for our Shares.
Prior to the Placement, there has been no public market for our Shares. We have applied to the
SGX-ST for the listing of our Shares on Catalist. The Catalist listing does not, however, guarantee that
an active trading market for our Shares will develop, or if it develops, be sustained. There is also no
assurance that the market price of our Shares will not decline below the Placement Price.
Future sales of our Shares may affect our share price.
Any future sale or availability of our Shares in the public market can have a downward pressure on our
share price. The sale of a significant amount of Shares in the public market after the Placement, or the
perception that such sales may occur could materially and adversely affect the market price of our
Shares. These factors could also affect our ability to issue additional equity securities in future. Except
as otherwise described in the sections entitled “Plan of Distribution” and “Shareholders — Moratorium”
of this Offer Document, there will be no restrictions on the ability of our Shareholders to sell their Shares
either on the SGX-ST or otherwise.
The proceeds from the sale of our Shares in the Placement may not be sufficient to fully implement all
our business strategies outlined in the section entitled “General Information on our Company and our
Group — Business Strategies and Future Plans’’ of this Offer Document. Under such circumstances,
secondary issues of Shares may be necessary to raise the required capital. If new Shares placed to
new and/or existing shareholders are issued after the Placement, they may be priced at a discount to
the then prevailing market price of our Shares trading on the SGX-ST, in which case, existing
shareholders’ equity interest may be diluted.
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If we fail to utilise the new equity to generate a commensurate increase in earnings, our earnings per
share will be diluted, and this could lead to a decline in the market price of our Shares. Any additional
debt financing may, apart from increasing interest expense and gearing, contain restrictive covenants
with respect to dividends, future fund raising exercises and other financial and operational matters.
The market price of our Shares may be volatile in the future.
The Placement Price for our Shares has been determined by mutual agreement between our Company
and the initial purchasers and may not be indicative of the prices that will prevail in the market. The
market price of our Shares after the Placement may fluctuate widely, depending on many factors, such
as:
(a)

variations of our financial performance;

(b)

liquidity of our Shares in the market;

(c)

changes in securities analysts’ estimates of our projected financial performance due to the
difference between our actual financial or operating results and those expected by investors and
securities analysts;

(d)

changes in conditions affecting the property industry in the PRC generally and in the provinces
where our property developments are located;

(e)

changes in market valuations of similar companies;

(f)

announcements by us of significant acquisitions, strategic alliances or joint ventures;

(g)

additions or departures of key personnel;

(h)

fluctuations in stock market prices and volume;

(i)

involvement in litigation; and/or

(j)

general economic and stock market conditions.

The market price of our Shares may trade at prices below the Placement Price.
Fluctuations in the value of the RMB may have a material and adverse effect on your investment.
The value of the RMB against the S$ and other currencies may fluctuate and is affected by, among
other things, changes in the PRC’s political and economic conditions. The conversion of RMB into S$
and other foreign currencies has been based on rates set by the PBOC. On 21 July 2005, the PRC
Government changed its policy of pegging the value of the RMB to the US$. Under the new policy, the
RMB is permitted to fluctuate within a narrow and managed band against certain foreign currencies.
This change in policy has resulted in a slight appreciation of the RMB against the S$ recently.
Our Shares will be quoted in S$ on the SGX-ST. Dividends, if any, in respect of our Shares will be paid
in S$. Any significant revaluation of the RMB may materially and adversely affect our cash flows,
revenues, earnings and financial position, and the value of, and any dividends payable on, the Shares
in S$ terms. For example, an appreciation of the RMB against the S$ would make any new RMB
denominated investments or expenditures more costly to us, to the extent that we would need to
convert S$ into RMB for such purposes.
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Investors will experience immediate dilution in the NAV per Share and may suffer further
dilutions in the future
The Placement Price of our Shares will be substantially higher than our NAV per Share based on the
post-Placement share capital. If we were liquidated immediately following this Placement, each
investor subscribing to this Placement would receive less than the price they paid for their Shares.
Please refer to the section entitled “Dilution” of this Offer Document for further details.
In addition, we may issue Award Shares under the Performance Share Plan. To the extent that such
Award Shares are issued, there may be further dilution to investors participating in the Placement.
Please refer to the sections entitled “Starland Performance Share Plan” as well as Appendix D: “Rules
of the Starland Performance Share Plan” of this Offer Document for more information.
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EXCHANGE RATE
Our Audited Combined Financial Statements are expressed in RMB. The exchange rates between
RMB and S$ as outlined in the tables below were from Bloomberg L.P.1 and have been presented solely
for information only. The tables and figures below should not be construed as representations that
those RMB could have been, could be or would be, converted or convertible into S$, as the case may
be, at any particular rate, the rate stated below, or at all.
The table below sets forth the high and low exchange rates between RMB and S$ for each month
during the previous six months prior to the Latest Practicable Date:
RMB to S$1.00
High
Low
September 2011

5.303

4.909

October 2011

5.119

4.840

November 2011

5.010

4.844

December 2011

4.979

4.847

January 2012

5.041

4.873

February 2012

5.076

4.985

The following table sets forth, for each of the financial periods indicated, the average and closing
exchange rates between RMB and S$. The average exchange rates are calculated using the average
of the closing exchange rates on the last day of each month during each financial period. Where
applicable, the exchange rates in this table are used for the translation of our Company’s financial
accounts disclosed elsewhere in this Offer Document.
RMB to S$1.00
Average
Closing
FY2011

5.186

4.909

FY2010

4.916

5.089

FY2009

4.629

4.845

As at the Latest Practicable Date, the closing exchange rate between RMB and S$ is RMB 5.028 to
S$1.00.

1

The above information is extracted from the website of Bloomberg L.P. at http://www.bloomberg.com and is included in its
proper form and context in this Offer Document. The information has not been verified by our Company, the Manager,
Sponsor and Placement Agent. Bloomberg L.P. has not consented to the inclusion of the information for the purposes of
Section 249 of the SFA, and is not liable under Sections 253 and 254 of the SFA.
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ISSUE STATISTICS
Placement Price

S$0.22 (equivalent
to approximately
110.62(1) RMB fen)

NAV
NAV per Share based on the Audited Combined Financial Statements of our
Group as at 30 September 2011:
(a)

before adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the pre-Placement share capital of
120,000,000 Shares

88.07 RMB fen

(b)

after adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the post-Placement share capital of
144,733,000 Shares

83.81 RMB fen

Premium of Placement Price over the NAV per Share as at 30 September
2011:
(a)

before adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the pre-Placement share capital of
120,000,000 Shares

25.60%

(b)

after adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the post-Placement share capital of
144,733,000 Shares

31.99%

Adjusted Appraised NAV(2)
Adjusted Appraised NAV per Share based on the Audited Combined
Financial Statements of our Group as at 30 September 2011 and adjusted
for the estimated net surplus arising from the valuation of our properties:
(a)

before adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the pre-Placement share capital of
120,000,000 Shares

242.92 RMB fen

(b)

after adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the post-Placement share capital of
144,733,000 Shares

212.19 RMB fen

Discount of Placement Price over the Adjusted Appraised NAV per Share as
at 30 September 2011:
(a)

before adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the pre-Placement share capital of
120,000,000 Shares

54.46%

(b)

after adjusting for the estimated net proceeds from the issue of
Placement Shares and based on the post-Placement share capital of
144,733,000 Shares

47.87%
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Earnings per share
Historical net EPS of our Group for FY2011 based on our Company’s
pre-Placement share capital of 120,000,000 Shares

7.79 RMB fen

Historical net EPS of our Group for FY2011 based on our Company’s
pre-Placement share capital of 120,000,000 Shares, assuming that the
Service Agreement had been in place from the beginning of FY2011

6.23 RMB fen

Price Earnings Ratio
Historical PER based on the Placement Price and the historical net EPS of
our Group for FY2011

14.20 times

Historical PER based on the Placement Price and the historical net EPS of
our Group for FY2011, assuming that the Service Agreement had been in
place from the beginning of FY2011

17.76 times

Net Operating Cash Flow(3)
Historical net operating cash flow per Share of our Group for FY2011 based
on the pre-Placement share capital of 120,000,000 Shares

8.16 RMB fen

Historical net operating cash flow per Share of our Group for FY2011 based
on the pre-Placement share capital of 120,000,000 Shares, assuming that
the Service Agreement had been in place from the beginning of FY2011

6.60 RMB fen

Price to Net Operating Cash Flow Ratio
Ratio of Placement Price to historical net operating cash flow per Share of
our Group for FY2011 based on the pre-Placement share capital of
120,000,000 Shares FY2011

13.56 times

Ratio of Placement Price to historical net operating cash flow per Share of
our Group for FY2011 based on the pre-Placement share capital of
120,000,000 Shares, assuming that the Service Agreement had been in
place from the beginning of FY2011

16.76 times

Market Capitalisation
Market capitalisation based on the Placement Price and post-Placement
share capital of 144,733,000 Shares
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S$31.84 million

ISSUE STATISTICS
Notes:
(1)

Calculation based on the exchange rate of S$1.00:RMB5.028 as at the Latest Practicable Date.

(2)

The Adjusted Appraised NAV is computed based on (i) the surplus arising from valuation of our properties on hand, which
is computed based on the appraised value of our Group’s interest as at 30 September 2011 as stated in the Valuation Report
as set out in Appendix B of this Offer Document and adjusting for our Group’s attributable interests in these properties as
at the date of the Valuation Report; (ii) the provision for LAT on the aforementioned surplus arising from valuation of our
properties on hand as at 30 September 2011; and (iii) the provision of the deferred tax on the aforementioned surplus arising
from valuation of our properties on hand as at 30 September 2011 after LAT provision and on the basis of the prevailing tax
rate of 25%. The computation of the Adjusted Appraised NAV is as follows:
Adjusted Appraised NAV of our Group as at 30 September 2011 (RMB’000)
NAV of our Group as at 30 September 2011 based on the audited combined financial
statements of FY2011
180,852

Less: Book value of our properties held for sale based on the audited combined financial
statements of FY2011

(39,942)

Surplus arising from the valuation of our properties held for sale

140,910

Valuation of our development properties by JLLCAA as at 30 September 2011

339,149

Less: Book value of our development properties based on the audited combined
financial statements of FY2011

(92,544)

Surplus arising from the valuation of our development properties

246,605

Aggregate surplus arising from the valuation of our properties on hand by JLLCAA

387,515

Less: Provision for LAT on the surplus arising from the valuation of our properties on
hand

(3)

105,689

Valuation of our properties held for sale by JLLCAA as at 30 September 2011

(139,761)

Valuation of our properties after LAT

247,754

Less: Provision for deferred tax on the surplus arising from the valuation of our
properties on hand

(61,938)

Estimated net surplus from the revaluation of our properties on hand

185,816

Adjusted Appraised NAV after taking into consideration of the net surplus arising
from the valuation of our properties on hand

291,505

Net operating cashflow is defined as net profit after tax with depreciation expense for equipment added back.
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USE OF PROCEEDS AND LISTING EXPENSES
USE OF PROCEEDS
The total net proceeds to be raised by our Company from the Placement, after deducting the estimated
cash expenses in relation to the Placement of approximately S$1.8 million, is estimated to amount to
approximately S$3.1 million.
The following table sets out the breakdown of the use of proceeds to be raised by our Company:

Amount in Aggregate
(S$’000)

Estimated amount
allocated for each dollar
of the gross proceeds
raised from the
Placement
(as a percentage
of the gross proceeds)
(%)

Acquisition of land bank for our future development

2,000

41.0

General working capital

1,104

22.6

Total

3,104

63.6

Use of proceeds from the Placement

Further details of our use of proceeds may be found in the section entitled “General Information on our
Company and our Group — Business Strategies and Future Plans” of this Offer Document.
The foregoing discussion represents our Company’s best estimate of its allocation of the net proceeds
of the Placement based on our current plans and estimates regarding our anticipated expenditures.
Actual expenditures may vary from these estimates and our Company may find it necessary or
advisable to reallocate the net proceeds within the categories described above or to use portions of the
net proceeds for other purposes. In the event that our Company decides to reallocate the net proceeds
of the Placement for other purposes, our Company will publicly announce its intention to do so through
a SGXNET announcement on http://www.sgx.com. In addition, our Company will make periodic
announcements on the use of the proceeds from the Placement as and when the proceeds from the
Placement are materially disbursed, and provide a status report on the use of the proceeds from the
Placement in our annual reports. Pending the deployment of the net proceeds from the issue of
Placement Shares as aforesaid, the funds will be placed in short-term deposits or money market
instruments as our Directors may, in their absolute discretion, deem fit.
In the reasonable opinion of our Directors, there is no minimum amount which must be raised by the
Placement.
None of the proceeds of the Placement will be used to discharge, reduce or retire any indebtedness of
our Group, save that the Company will use part of the proceeds from the Placement to repay the
advances which had been provided by our Executive Chairman and Managing Director, Tan Hoe San,
for the Listing expenses.
Please refer to the section entitled “Interested Person Transactions — Ongoing Interested Person
Transactions” of this Offer Document for further details.
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LISTING EXPENSES
The estimated amount of expenses of the Placement and of the application for Listing, including the
placement commission, brokerage, management fees, legal and audit fees, fees payable to the
SGX-ST and all other incidental expenses in relation to this Placement is approximately S$1.8 million.
A breakdown of these expenses is as follows:

Estimated Amount
(S$’000)

Expenses borne by our Company(1)
Listing and application fees

Estimated amount
allocated for each dollar
of the gross proceeds
raised from the
Placement
(as a percentage
of the gross proceeds)
(%)

40

0.8

1,300

26.6

Placement commission(3)

160

3.3

Miscellaneous expenses

280

5.7

1,780

36.4

Professional fees(2)

Total

Notes:
(1)

Approximately S$400,000 of the total estimated listing expenses of approximately S$1.8 million will be capitalised against
share capital and the remaining listing expenses will be charged to the profit or loss.

(2)

The professional fees exclude the management fee to be paid by our Company to the Manager and Sponsor by the issuance
of PPCF Shares at the Placement Price for each PPCF Share pursuant to the Management Agreement.

(3)

The amount of placement commission per Placement Share, agreed upon between the Placement Agent and our Company
is 3.25% of the Placement Price payable for each Placement Share. Please refer to the section entitled “General and
Statutory Information — Management and Placement Arrangements” of this Offer Document for more details.
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DIVIDEND POLICY
Our Company and our subsidiaries have not declared or paid any dividends since their incorporation.
We currently do not have a dividend policy. The dividend that our Directors may recommend or declare
in respect of any particular financial year or period will be subject to the factors outlined below as well
as any other relevant factors deemed relevant by our Board:
(a)

the level of our cash and retained earnings;

(b)

our actual and projected financial performance;

(c)

our projected levels of capital expenditure and other investment plans; and

(d)

restrictions on payment of dividends imposed on us by our financial arrangements (if any).

Any final dividends paid by us must be approved by an ordinary resolution of our Shareholders at a
general meeting and must not exceed the amount recommended by our Board. Our Board may, without
the approval of our Shareholders, also declare an interim dividend. We must pay all dividends out of
profits to the Companies Act.
No inference should or can be made from any of the foregoing statements as to our profitability or our
ability to pay dividends in the future.
Our Directors intend to recommend at least 20.0% of our net profit attributable to Shareholders in
respect for profits achieved in FY2012 as final dividends, subject to the factors outlined above.
However, investors should note that the intention to recommend the aforesaid dividends should not be
treated as legal obligations on our Company nor should it be treated as an indication of our Company’s
future dividend policy. In determining future dividends, our directors would take into account factors,
including those listed in (a) to (d) above. In the event our Directors deem that it would be prudent to
retain profits in our Group for its operations, especially when economic conditions are not favourable,
a lower dividend or no dividend may be declared. There can be no assurance that dividends will be paid
in future or of the amount or timing of any dividends that will be paid in the future.
For information relating to taxes payable on dividends, please refer to the section entitled “Taxation” of
this Offer Document.
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SHARE CAPITAL
Our Company (Registration No.: 201131382E) was incorporated in Singapore on 20 October 2011
under the Companies Act as a private company limited by shares under the name of “Starland Holdings
Pte. Ltd.”. On 13 April 2012, our Company changed its name to “Starland Holdings Limited” in
connection with its conversion into a public company limited by shares.
As at the date of incorporation, our issued and paid-up share capital was S$100, comprising 100
ordinary Shares. As at the Latest Practicable Date, our issued and paid-up share capital was S$100
comprising 100 Shares.
Pursuant to an extraordinary general meeting held on 11 April 2012, our Shareholders approved, inter
alia, the following:
(a)

the sub-division of Shares in the issued share capital of our Company, of which 100 Shares have
been issued and are fully paid, into 120,000,000 Shares;

(b)

the conversion of our Company into a public company limited by shares and the consequential
change of our name to “Starland Holdings Limited”;

(c)

our adoption of a new set of Articles of Association;

(d)

the issue of the Placement Shares which are the subject of the Placement on the basis that the
Placement Shares, when allotted, issued and fully paid, will rank pari passu in all respects with the
existing issued Shares;

(e)

the issue of the PPCF Shares on the basis that the PPCF Shares, when allotted, issued and fully
paid, will rank pari passu in all respects with the existing issued Shares;

(f)

the approval of the listing and quotation of all the issued Shares (including the Placement Shares
to be issued and allotted pursuant to the Placement and the PPCF Shares to be issued and
allotted pursuant to the Management Agreement) and the Award Shares on Catalist;

(g)

the adoption of the Performance Share Plan, and the authorisation of our Directors, pursuant to
Section 161 of the Companies Act, to allot and issue Shares upon the release of Awards granted
under the Performance Share Plan;

(h)

that authority be and is hereby given to our Directors, pursuant to Section 161 of the Companies
Act and by way of ordinary resolution in a general meeting, to:
(i)

(1)

issue Shares whether by way of rights, bonus or otherwise;

(2)

make or grant offers, agreements or options (collectively, “Instruments”) that might or
would require Shares to be issued during the continuance of this authority or thereafter,
including but not limited to the creation and issue of (as well as adjustments to)
warrants, debentures, convertible securities or other instruments convertible into
Shares; and/or

(3)

notwithstanding that such authority may have ceased to be in force at the time that
Instruments are to be issued, issue additional Instruments arising from adjustments
made to the number of Instruments previously issued in the event of rights, bonus or
other capitalisation issues,

at any time and upon such terms and conditions and for such purposes and to such persons
as our Directors may in their absolute discretion deem fit; and
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(ii)

issue Shares in pursuance of any Instrument made or granted by our Directors pursuant to
(i)(2) and/or (i)(3) above, while such authority was in force (notwithstanding that such issue
of Shares pursuant to the Instruments may occur after the expiration of the authority
contained in this resolution),

provided that:
(i)

the aggregate number of Shares to be issued pursuant to such authority (including the
Shares to be issued in pursuance of Instruments made or granted pursuant to this authority
but excluding Shares which may be issued pursuant to any adjustments (“Adjustments”)
effected under any relevant Instrument, which Adjustments shall be made in compliance with
the provisions of the Catalist Rules for the time being in force (unless such compliance has
been waived by the SGX-ST) and the Articles of Association for the time being of our
Company), does not exceed 100% of the post Placement issued share capital excluding
treasury shares, and provided further that the aggregate number of Shares to be issued
other than on a pro rata basis to Shareholders (including Shares to be issued in pursuance
of Instruments made or granted pursuant to such authority but excluding Shares which may
be issued pursuant to Adjustments effected under any relevant Instrument) shall not exceed
50% of the post Placement issued share capital excluding treasury shares;

(ii)

in exercising such authority, our Company shall comply with the provisions of the Catalist
Rules for the time being in force (unless such compliance has been waived by the SGX-ST)
and the Articles of Association for the time being of our Company; and

(iii)

unless revoked or varied by our Company in general meeting by ordinary resolution, the
authority so conferred shall continue in force until the conclusion of the next annual general
meeting of our Company or the date by which the next annual general meeting of our
Company is required by law to be held, whichever is the earlier.

For the purposes of this resolution and pursuant to Rules 806(3) and 806(4) of the Catalist Rules,
the “post-Placement issued share capital” shall mean the total number of issued Shares of our
Company (excluding treasury shares) immediately after the Placement, after adjusting for: (i) new
Shares arising from the conversion or exercise of any convertible securities; (ii) new Shares
arising from exercising share options or vesting of share awards outstanding or subsisting at the
time such authority is given, provided the options or awards were granted in compliance with the
Catalist Rules; and (iii) any subsequent bonus issue, consolidation or sub-division of Shares.
As at the date of this Offer Document, there is only one class of Shares in the capital of our Company,
being the Shares. A summary of the Articles of Association of our Company relating to, among others,
the voting rights of our Shareholders are set out in Appendix E entitled “Selected Extracts of our Articles
of Association” of this Offer Document.
As at the date of this Offer Document, the issued and paid-up share capital of our Company is S$100
comprising 120,000,000 Shares. Upon the issue and allotment of the Placement Shares which are the
subject of the Placement and the PPCF Shares, the resultant issued and paid-up share capital of our
Company will be increased to S$5.0 million comprising 144,733,000 Shares.
Save for the Award Shares, there are no founder, management, deferred or unissued Shares reserved
for issuance for any purpose.
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No person has, or has the right to be given, an option to subscribe for or purchase any securities of our
Company or our subsidiaries. As at the Latest Practicable Date, no option to subscribe for Shares in our
Company has been granted to, or was exercised by, any of our Directors or Executive Officers.
Details of the changes in the issued and paid-up share capital of our Company since the date of
incorporation and immediately after the Placement are set out below:

Number of Issued
Shares

Issued and Paid-up
Share Capital
(S$)

Issued and fully paid Shares as at incorporation

100

100

Acquisition of Jumbo Equity

100

100

Sub-Division

120,000,000

100

Pre-Placement issued and paid-up share capital

120,000,000

100

Issue of Placement Shares and PPCF Shares

24,733,000

Post-Placement issued and paid-up share capital

144,733,000

5,041,260(1)
5,041,360

Note:
(1)

After deducting expenses incurred in relation to the Placement of approximately S$400,000 which is capitalised against
share capital as described in the section entitled “Use of Proceeds and Listing Expenses” of this Offer Document.

Our Company was incorporated on 20 October 2011. The share capital in the combined statements of
financial position of our Group as at 30 September 2011 represents the paid-up capital of Jumbo Equity
as at 30 September 2011. The shareholders’ equity of our Group as at 30 September 2011 after
adjustments to reflect the Restructuring Exercise, the Sub-Division, and the issue and allotment of the
PPCF Shares and the Placement Shares are set forth below.

As at Incorporation

After the Restructuring
Exercise and the SubDivision

After the Issue of PPCF
Shares and Placement
Shares

Issued and fully paid-up
Shares (number of
shares)

100

120,000,000

144,733,000

Total shareholders’
equity (S$)(1)

100

21,529,600

26,570,960 (2)

Save as disclosed above, there have been no other changes in the share capital of our Company since
the date of its incorporation on 20 October 2011.
Notes:
(1)

Based on the exchange rate of S$1:RMB4.909.

(2)

The shareholders’ equity is net of expenses incurred in relation to the Placement of approximately S$400,000 which is
capitalised against our Company’s share capital, such treatment being in accordance with applicable accounting standards.
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Save as set out in this section and in the following table, there were no changes in the issued and
paid-up share capital or the number and classes of shares of each of our subsidiaries within the three
years preceding the Latest Practicable Date:
Jumbo Equity

Subscription
price per
share

Purpose
of issue or
investment

Resultant
Paid up
capital

Date of issue

Number
of shares
issued

Par value
per share

21 June 2011

1,000

US$1

US$1

Capital
investment

30 September 2011

10,000

US$1

US$10

Capitalisation US$11,000
of loan of
US$100,000

US$1,000

Resultant
aggregate
consideration
received for
the shares
US$1,000
US$101,000

Save as disclosed in this section, no share in or debenture of our Company or our subsidiaries has
been issued, or is proposed to be issued, as fully or partly paid-up for cash, or for a consideration other
than cash, since the date of incorporation of our Company and up to the date of lodgement of this Offer
Document.
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SHAREHOLDING AND OWNERSHIP STRUCTURE
Our Directors and Shareholders and their respective shareholdings immediately before and after the
Placement are summarised below:
Before the Placement
Direct Interest
Number
of
Shares
(’000)

%

After the Placement

Deemed Interest
Number
of
Shares
(’000)

%

Direct Interest
Number
of
Shares
(’000)

%

Deemed Interest
Number
of
Shares
(’000)

%

Directors
Tan Hoe San(1)

—

—

96,000

80.00

—

—

96,000

66.33

—

—

96,000

80.00

—

—

96,000

66.33

Foong Daw Ching

—

—

—

—

—

—

—

—

Low Wai Cheong

—

—

—

—

—

—

—

—

Fan Yi Ru

(1)

Substantial Shareholders (other than Directors)
Super Vantage Investment(2)

81,600

68.00

—

—

81,600

56.38

—

—

Able Lead International(3)

14,400

12.00

—

—

14,400

9.95

—

—

Zhongli Investment(4)

12,000

10.00

—

—

12,000

8.29

—

—

Billion Light Investment(5)

12,000

10.00

—

—

12,000

8.29

—

—

Zhong Ma Ming(4)

—

—

12,000

10.00

—

—

12,000

8.29

(4)

—

—

12,000

10.00

—

—

12,000

8.29

—

—

12,000

10.00

—

—

12,000

8.29

—

—

12,000

10.00

—

—

12,000

8.29

PPCF(6)

—

—

—

—

2,533

1.75

—

—

Public

—

—

—

—

22,200

15.34

—

—

120,000

100.00

144,733

100.00

Zhong Jia Feng
Fu Zi Cong

(5)

Chen Hui Bin

(5)

Other Shareholders

TOTAL

Notes:
(1)

Tan Hoe San and Fan Yi Ru are husband and wife and are deemed to be interested in each other’s shareholdings held in
the Company via Super Vantage Investment and Able Lead International respectively.

(2)

Super Vantage Investment is an investment company incorporated in the BVI and is wholly-owned by its sole director and
our Executive Chairman and Managing Director, Tan Hoe San. Tan Hoe San is deemed to be interested in all the Shares
held by Super Vantage Investment.

(3)

Able Lead International is an investment company incorporated in the BVI and is wholly-owned by its sole director and our
Non-Executive Director, Fan Yi Ru. Fan Yi Ru is deemed to be interested in all the Shares held by Able Lead International.

(4)

Zhongli Investment is an investment company incorporated in the BVI and is wholly-owned by its sole director, Zhong Jia
Feng, the son of our Executive Officer, Zhong Ma Ming. Zhong Jia Feng is deemed to be interested in all the Shares held
by Zhongli Investment. Zhong Ma Ming is also deemed to be interested in the shares held by Zhong Jia Feng.

(5)

Billion Light Investment is an investment company incorporated in the BVI and is wholly-owned by its sole director, Chen
Hui Bin. Chen Hui Bin is deemed to be interested in all the Shares held by Billion Light Investment. Chen Hui Bin is the wife
of our Executive Officer, Fu Zi Cong. Fu Zi Cong is also deemed to be interested in the Shares held by Chen Hui Bin.

(6)

Pursuant to the Management Agreement and as part of PPCF’s management fees as the Manager and Sponsor, our
Company issued and allotted to PPCF 2,533,000 new Shares, representing 1.75% of the issued share capital of the
Company, at Placement Price per PPCF Share.
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Save as disclosed above and in the section entitled “Directors, Management and Staff” of this Offer
Document, there are no other relationships among our Directors, Substantial Shareholders and
Executive Officers.
Save as disclosed in the section entitled “Restructuring Exercise” of this Offer Document, there has
been no change in the percentage ownership of Shares by our Directors and Substantial Shareholders
from our incorporation until the Latest Practicable Date.
The Shares held by our Directors and Substantial Shareholders do not carry voting rights that are
different from the Placement Shares. Our Directors are not aware of any arrangement, the operation
of which may, at a subsequent date, result in a change in control of our Company.
As at the Latest Practicable Date, our Company has only one class of shares, being our Shares which
are in registered form. There is no restriction on the transfer of fully paid ordinary shares in scriptless
form except where required by law or the Catalist Rules.
There has not been any public take-over offer by a third party in respect of our Shares or by our
Company in respect of the shares of another corporation or units of business trust which has occurred
between the date of its incorporation to the Latest Practicable Date.
Save as disclosed above, our Company is not directly or indirectly owned or controlled, whether
severally or jointly by any other corporation, any government or person.
Save as disclosed above and in the sections entitled “Restructuring Exercise” and “Share Capital” of
this Offer Document, no shares or debentures were issued or agreed to be issued by our Company for
cash or for a consideration other than cash during the last three (3) years preceding the date of
lodgement of this Offer Document.
There are no Shares in our Company that are held by or on behalf of our Company or by the
subsidiaries of our Company.
SIGNIFICANT CHANGES IN PERCENTAGE OF OWNERSHIP
Save as disclosed above and in the sections entitled “Share Capital” and “Restructuring Exercise” of
this Offer Document, there were no significant changes in the percentage of ownership of our Directors
and Substantial Shareholders in our Company between the date of incorporation on 20 October 2011
and the Latest Practicable Date.
MORATORIUM
To demonstrate their commitment to our Group:
(a)

Our Controlling Shareholders, Super Vantage Investment and Able Lead International, have
undertaken to the Manager, Sponsor and Placement Agent not to, amongst others, sell, transfer,
assign, dispose of, realise or enter into any agreement that will directly or indirectly constitute or
will be deemed as a disposal of any part of their shareholding interests in our Company
immediately after the Placement for a period of six (6) months commencing from our Company’s
date of admission to Catalist (“Initial Period”), and for a period of six (6) months thereafter not to
sell, transfer or dispose any part of their shareholding interests in our Company to below 50.0%
of their original shareholdings in our Company.
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(b)

Our Shareholders, Zhongli Investment and Billion Light Investment, have undertaken to the
Manager, Sponsor and Placement Agent not to, amongst others, sell, transfer, assign, dispose of,
realise or enter into any agreement that will directly or indirectly constitute or will be deemed as
a disposal of any part of their shareholding interests in our Company immediately after the
Placement for a period of twelve (12) months commencing from our Company’s date of admission
to Catalist.

(c)

Tan Hoe San, the sole shareholder of Super Vantage Investment, has undertaken to the Manager,
Sponsor and Placement Agent not to, amongst others, sell, transfer, assign, dispose of, realise or
enter into any agreement that will directly or indirectly constitute or will be deemed as a disposal
of any part of his shareholding interests in Super Vantage Investment immediately after the
Placement for a period of twelve (12) months.

(d)

Fan Yi Ru, the sole shareholder of Able Lead International, has undertaken to the Manager,
Sponsor and Placement Agent not to, amongst others, sell, transfer, assign, dispose of, realise or
enter into any agreement that will directly or indirectly constitute or will be deemed as a disposal
of any part of her shareholding interests in Able Lead International immediately after the
Placement for a period of twelve (12) months.

(e)

Zhong Jia Feng and Chen Hui Bin, the sole shareholders of Zhongli Investment and Billion Light
Investment respectively, have undertaken to the Manager, Sponsor and Placement Agent not to,
amongst others, sell, transfer, assign, dispose of, realise or enter into any agreement that will
directly or indirectly constitute or will be deemed as a disposal of any part of their respective
shareholding interests in Zhongli Investment and Billion Light Investment immediately after the
Placement for a period of twelve (12) months.

In addition:
(f)

Pursuant to the Management Agreement and as part of PPCF’s management fees as the
Manager and Sponsor, our Company issued and allotted 2,533,000 new Shares to PPCF
representing 1.75% of the issued share capital of our Company at the Placement Price for each
PPCF Share.

PPCF has undertaken not to sell, transfer, assign, dispose of, realise or enter into any agreement that
will directly or indirectly constitute or will be deemed as a disposal of any part of its shareholding
interests in our Company for the Initial Period and for a period of six (6) months after the Initial Period
not to sell, transfer, assign, dispose of, realise, or enter into any agreement that will directly or indirectly
constitute or will be deemed as a disposal of any part of its shareholding interests in our Company to
below 50.0% of its original shareholdings in our Company. Upon completion of the aforesaid relevant
moratorium periods, PPCF will dispose its relevant shareholding interests in our Company at its
discretion.
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CAPITALISATION AND INDEBTEDNESS
The following table, which should be read in conjunction with the Audited Combined Financial
Statements as set out in Appendix A and the section entitled “Management’s Discussion and Analysis
of Results of Operations and Financial Position” of this Offer Document, shows our cash and cash
equivalents, capitalisation and indebtedness:
(a)

as at 30 September 2011, based on our Audited Combined Financial Statements;

(b)

as at 29 February 2012, being a date no earlier than 60 days before lodgement date; and

(c)

as adjusted to give effect to the application of the net proceeds from the Placement, after
deducting estimated listing expenses related to the Placement.

As at
29 February 2012

As adjusted for the
net proceeds from
the Placement

11,680

26,762

42,369

Current

—

—

—

Non-current

—

—

—

Total Indebtedness

—

—

—

Total shareholders’ equity(1)

105,689

108,016

121,612(2)

Total capitalisation and indebtedness

105,689

108,016

121,612

(RMB’000)
Cash and cash equivalents

As at
30 September 2011

Indebtedness

Notes:
(1)

Includes share capital, capital reserve and retained earnings.

(2)

After deducting expenses incurred in relation to the Placement of approximately S$400,000 which is capitalised against
share capital as described in the section entitled “Use of Proceeds and Listing Expenses” of this Offer Document.

As at the Latest Practicable Date, there were no material changes to our capitalisation and
indebtedness as disclosed above, save for changes in our reserves arising from day-to-day operations
in the ordinary course of business.
As at the Latest Practicable Date, our Group does not have any credit or banking facilities.
Capital Commitments
The capital commitments of our Group are mainly financed by internal cash resources. As at 30
September 2011 and the Latest Practicable Date, the capital commitments of our Group for the
construction of properties are approximately RMB2.6 million and RMB3.4 million respectively.
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Operating Lease Commitments
Our Group rented out its commercial properties held for sale in the PRC under operating leases. As at
30 September 2011 and the Latest Practicable Date, our Group has contracted with tenants for the
following future minimum lease payments to the Group:
As at
30 September 2011

As at the Latest
Practicable Date

Within one year

2,321

2,594

In the second to fifth year inclusive

4,859

6,174

407

236

7,587

9,004

(RMB’000)

After five years
Total

Contingent Liabilities
As at the Latest Practicable Date, to the best of our knowledge, information and belief, we are not
aware of any contingent liabilities which may have a material effect on the financial position and
profitability of our Group.
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DILUTION
Dilution is the amount by which the Placement Price paid by the subscribers of our Shares in this
Placement exceeds our NAV per Share of our Group immediately after the Placement. Our NAV per
Share as at 30 September 2011, before adjusting for the estimated net proceeds due to our Company
from the Placement and based on our Company’s pre-Placement issued and paid-up share capital of
120,000,000 Shares, was approximately 88.07 RMB fen per Share.
Pursuant to the Placement in respect of 22,200,000 Placement Shares at the Placement Price, our NAV
per Share as at 30 September 2011 after adjusting for the estimated net proceeds due to our Company
from the Placement and based on our Company’s post-Placement issued and paid-up share capital of
144,733,000 Shares would have been approximately 83.81 RMB fen. This represents an immediate
decrease in NAV per Share of approximately 4.26 RMB fen to our existing Shareholders and an
immediate dilution in NAV per Share of approximately 26.81 RMB fen or approximately 24.2% to our
new public Shareholders.
The following table illustrates the dilution on a per Share basis as at 30 September 2011:
(RMB fen)
Placement Price per Share

S$0.22
(equivalent
to approximately
110.62)

NAV per Share based on the pre-Placement share capital of 120,000,000 Shares

88.07

Decrease in NAV per Share attributable to existing Shareholders

4.26

NAV per Share after the issue of Placement Shares and based on the post-Placement
share capital of 144,733,000 Shares

83.81

Dilution in NAV per Share to new public Shareholders

26.81

Dilution in NAV per Share to new public Shareholders (%)

24.2

The following table summarises the total number of Shares (as adjusted for the Restructuring Exercise
and the Sub-Division) acquired by our existing Shareholders, the total consideration and the average
price per Share paid by them, and the new public Shareholders who subscribe for the Placement
Shares at the Placement Price pursuant to the Placement:

Existing Shareholders

Number of Shares
(’000)

Total consideration
(S$)

Effective cash cost
per Share
(cents)

Directors
Tan Hoe San(1)(3)

—

—

—

—

—

—

Super Vantage Investment(1)

81,600

51

—(4)

Able Lead International(2)

14,400

49

—(4)

Fan Yi Ru

(2)(3)

Substantial Shareholders

Zhongli Investment

12,000

—

—

Billion Light Investment

12,000

—

—

2,533

557,260

22.0

22,200

4,884,000

22.0

Others
PPCF
New Public Shareholders
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Notes:
(1)

Super Vantage Investment is an investment company incorporated in the BVI and is wholly-owned by its sole director and
our Executive Chairman and Managing Director, Tan Hoe San. Tan Hoe San is deemed to be interested in all the Shares
held by Super Vantage Investment.

(2)

Able Lead International is an investment company incorporated in the BVI and is wholly-owned by its sole director and our
Non-Executive Director, Fan Yi Ru. Fan Yi Ru is deemed to be interested in all the Shares held by Able Lead International.

(3)

Tan Hoe San and Fan Yi Ru are husband and wife and are deemed to be interested in each other’s shareholdings held in
the Company via Super Vantage Investment and Able Lead International respectively.

(4)

Less than S$0.01.

Please refer to the section entitled “Restructuring Exercise” of this Offer Document for further
information of changes in shareholdings of the Shareholders.
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RESTRUCTURING EXERCISE
To streamline and rationalise our corporate structure and shareholding structure in preparation for the
listing of our Company on the Catalist, we implemented the following Restructuring Exercise prior to the
Placement:
I.

II.

Incorporation of our Company and our subsidiaries
(a)

Our Company was incorporated in Singapore on 20 October 2011 with an initial paid-up
capital of S$100, comprising 100 Shares held by Super Vantage Investment (51%) and Able
Lead International (49%). Super Vantage Investment is wholly-owned by Tan Hoe San, and
Able Lead International is wholly-owned by Fan Yi Ru.

(b)

Jumbo Equity was incorporated in the BVI on 4 January 2011 with an initial paid-up capital
of US$1,000, comprising 1,000 shares held by Tan Hoe San (51%) and Fan Yi Ru (49%).
Before the Restructuring Exercise, Jumbo Equity was the holding company of our Group’s
PRC Subsidiaries.

(c)

Xiamen Yida, a wholly foreign owned enterprise (“WFOE”), was incorporated in the PRC on
6 April 2011 with an initial paid up capital of US$100,000. The initial shareholder of Xiamen
Yida was Ever Thrive International, holding the entire 100% equity interest. Ever Thrive
International is wholly-owned by Tan Hoe San.

(d)

Gangyuan Tuowei was incorporated in the PRC on 4 January 2010 with an initial paid up
capital of RMB500,000. The initial shareholders of Gangyuan Tuowei were Chen Hai Yan
and Chen You Wen holding 99% and 1% equity interest respectively.

(e)

Tianhu Land was incorporated in the PRC on 17 September 2009 with an initial paid up
capital of RMB8,000,000. The initial shareholders of Tianhu Land were Chen Hai Yan and
Chen You Wen holding 99.9% and 0.1% equity interest respectively.

(f)

Gangyuan Property was incorporated in the PRC on 22 July 2008 with an initial paid up
capital of RMB8,000,000. The initial shareholder of Gangyuan Property was Chen Hai Yan
holding the entire 100% equity interest.

Trust Arrangements
As disclosed above, the initial shareholders of Gangyuan Tuowei and Tianhu Land were the
Trustees, whilst the initial shareholder of Gangyuan Property was Chen Hai Yan.
Chen Hai Yan is the daughter-in-law and sister-in-law of Tan Sim Chew and Tan Hoe San
respectively, and Chen You Wen is the brother of Chen Hai Yan. Tan Sim Chew is the father of Tan
Hoe San and the father-in-law of Fan Yi Ru.
On 17 April 2011, the Trustees executed the Letters of Confirmation pursuant to which they
confirmed that they had held the PRC Equity Stake on trust for Tan Sim Chew with effect from the
respective dates of incorporation of the PRC Companies. As part of the aforementioned Trust
Arrangements, the funds for the registered capital of the PRC Companies, and the advances and
loans to the PRC Companies, were provided by Tan Sim Chew to the Trustees, who then in turn
injected the capital, loans and advances into the PRC Companies.
The Company’s legal advisers on PRC law, King & Wood, have opined that the Letters of
Confirmation are not in violation of any PRC laws and regulations.
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On 20 October 2011, Tan Sim Chew, Tan Hoe San and Fan Yi Ru executed the Deed of
Confirmation, pursuant to which Tan Sim Chew confirmed that it was his intention from the
respective dates of incorporation of the PRC Companies to transfer (and procure the Trustees to
transfer) the PRC Equity Stake to Tan Hoe San and Fan Yi Ru and/or their designated nominee(s)
as part of his succession planning. In addition, Tan Hoe San and Fan Yi Ru shall be entitled to
enjoy the full rights over the advances and loans previously provided by Tan Sim Chew to the PRC
Companies.
In addition, as part of the Deed of Confirmation, it was also the intention of Tan Sim Chew that
Zhong Ma Ming and Fu Zi Cong shall each own 10% equity interest of the PRC Companies upon
the completion of the restructuring exercise for the initial public offering of the PRC Companies.
The aggregate 20% equity interests of the PRC Companies shall be held in trust by Fan Yi Ru on
behalf of Zhong Ma Ming and Fu Zi Cong and be transferred to them should such event be
triggered.
The Company’s legal advisers on Singapore law, Shook Lin & Bok LLP, have opined that the Deed
of Confirmation is not in violation of any Singapore laws and regulations. King & Wood have
further opined that they are not aware of any legal restrictions under any PRC laws and
regulations on the enforcement of the Deed of Confirmation in the PRC.
III.

Restructuring of the PRC Subsidiaries
(a)

In May 2011, the following steps were taken:
The entire equity interest of Gangyuan Tuowei was transferred from the Trustees to Xiamen
Yida for a consideration of RMB495,000 (for Chen Hai Yan) and RMB5,000 (for Chen You
Wen) respectively, determined based on Gangyuan Tuowei’s registered capital of
RMB500,000.
As of the Latest Practicable Date, Gangyuan Tuowei has duly registered the above equity
transfer with the local AIC and obtained a new business licence with the updated
information.
The entire equity interest of Tianhu Land was transferred from the Trustees to Gangyuan
Tuowei for a consideration of RMB7,992,000 (for Chen Hai Yan) and RMB8,000 (for Chen
You Wen) respectively, determined based on Tianhu Land’s registered capital of
RMB8,000,000.
As of the Latest Practicable Date, Tianhu Land has duly registered the above equity transfer
with the local AIC and obtained a new business licence with the updated information.
The entire equity interest of Gangyuan Property was transferred from Chen Hai Yan to
Gangyuan Tuowei for a consideration of RMB8,000,000, determined based on Gangyuan
Property’s registered capital of RMB8,000,000.
As of the Latest Practicable Date, Gangyuan Property has duly registered the above equity
transfer with the local AIC and obtained a new business licence with the updated
information.
As a result of the aforementioned equity interests’ transfers, Xiamen Yida, a WFOE, became
the holding company of the PRC Companies.
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Based on the foregoing, the Company’s legal advisers on PRC law, King & Wood, have
opined that all the equity transfers of the PRC Companies regarding the Restructuring
Exercise within the PRC have been completed, are duly registered with the relevant
authorities and are in compliance with the PRC laws and regulations.
(b)

In August 2011, the entire equity interest of Xiamen Yida was transferred from Ever Thrive
International to Jumbo Equity for a consideration of US$100,000, determined based on
Xiamen Yida’s registered capital of US$100,000.
As of the Latest Practicable Date, Xiamen Yida legally holds the Certificate of Approval for
Establishment of Enterprises with Foreign Investment in the PRC issued by Xiamen City
People’s Government, and the updated business licence relating to the above equity
transfer.
As a result of the aforementioned equity interest transfer, Tan Hoe San and Fan Yi Ru
became the shareholders of the PRC Subsidiaries via Jumbo Equity.
Based on the foregoing, the Company’s legal advisers on PRC law, King & Wood, have
opined that the equity transfer of Xiamen Yida has been completed, is duly registered with
the relevant authorities and is in compliance with the PRC laws and regulations.

IV.

Acquisition of Jumbo Equity by our Company
On 30 September 2011, the share capital of Jumbo Equity was increased from US$1,000 to
US$101,000. On 22 October 2011, our Company which was incorporated as the proposed listed
company in Singapore, acquired the entire equity interest in Jumbo Equity for the nominal
consideration of S$1 from Tan Hoe San and Fan Yi Ru.

V.

Transfer of equity interests in our Company
On 20 October 2011, Fan Yi Ru executed the Trust Arrangement Letters pursuant to which she
confirmed that with effect from the date of incorporation of Jumbo Equity, she held 20% of the
equity interest in Jumbo Equity on trust for each of Zhong Ma Ming (10%) and Fu Zi Cong (10%)
respectively.
Pursuant to the Trust Arrangement Letters and under the direction of Zhong Ma Ming and Fu Zi
Cong, on 11 November 2011, Able Lead International (being wholly-owned by Fan Yi Ru)
transferred a total of 20% equity interest in our Company to Zhongli Investment (10%) and Billion
Light Investment (10%) respectively. Zhongli Investment and Billion Light Investment are owned
by Zhong Jia Feng, the son of Zhong Ma Ming, and Chen Hui Bin, the wife of Fu Zi Cong,
respectively. Able Lead International also transferred 17% of the equity interest of our Company
to Super Vantage Investment (being wholly-owned by Tan Hoe San) for a nominal consideration
of S$1.
As at 11 November 2011, Super Vantage Investment and Able Lead International own 68% and
12% of the equity interest of our Company respectively, whilst Zhongli Investment and Billion Light
Investment each own 10% of the equity interest of our Company.
The Company’s legal advisers on BVI law (in respect of the Trust Arrangement Letters and due
diligence of Jumbo Equity), Conyers Dill and Pearman, have opined that the Trust Arrangement
Letters are not in violation of any BVI laws and regulations.
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The relevant PRC legal requirements
On 8 August 2006, the Ministry of Commerce (商務部) (“MOC”), China Security and Regulatory
Commission (中國證券監督管理委員會) (“CSRC”), State Administration for Foreign Exchange (國家外
匯管理局) (“SAFE”) and three other PRC authorities promulgated the Rules on the Mergers and
Acquisitions of Domestic Enterprise by Foreign Investors (關于外國投資者併購境內企業的規定) (the
“New M&A Rules”), which came into effect on 8 September 2006, and was revised on 22 June 2009.
Article 11 of the New M&A Rules provides that, where a PRC domestic entity or individual intends to
take over its domestic related entities through an offshore entity which is lawfully established or
controlled by such PRC domestic entity or individual, it shall be subject to the examination and approval
of MOC. Articles 39 and 40 of the New M&A Rules provide that, the listing of offshore special purpose
vehicles (“SPV”), which are directly or indirectly established or controlled by the PRC domestic entities
or individuals, are subject to prior approval from CSRC (the “CSRC Approval”). SPV means an
overseas company which is directly or indirectly controlled by a PRC domestic company or natural
person, for the purpose of listing abroad by using its PRC domestic company’s interests. Accordingly,
if it is established that the offshore entity is a SPV as defined in Articles 39 and 40, pursuant to Article
11 of the New M&A Rules, the acquisition of related PRC domestic entities by the SPV will need to be
approved by MOC.
Further, on 21 September 2006, CSRC promulgated a Guidelines on Domestic Enterprises Indirectly
Overseas Issuing or Listing and Trading Their Securities (境內企業間接到境外發行證券或者將其證券在
境外上市交易) (the “CSRC Permit Guidelines”), which provides that the listing of SPVs referred to in
Articles 39 and 40 of the New M&A Rules are subject to the CSRC Approval.
The Company’s legal advisers on PRC law, King & Wood, have opined that given that the foreign
investors, being Singaporean, collectively hold 80% of shareholding interests in our Company, and that
our Company is not set up or controlled by domestic residents, our Company does not fall within the
definition of SPV in the New M&A Rules. Accordingly, the Restructuring Exercise does not require any
approvals from MOC or CSRC pursuant to the New M&A Rules.
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Our Group structure after the Restructuring Exercise and as at the date of this Offer Document is as
follows:

Starland Holdings Limited
100%

Jumbo Equity Group Limited
100%

Xiamen Yida Trading Limited
ॺ䮼ғ䖒ֵ䌌ᯧ᳝䰤݀ৌ)
100%

Chongqing Gangyuan Tuowei
Property Service Co., Ltd.
100%
䞡ᑚ␃⑤ᢧि⠽Ϯ᳡ࡵ᳝䰤݀ৌ)

100%

100%

Chongqing Gangyuan Property
Development Co., Ltd.
(䞡ᑚ␃⑤᠓ഄѻᓔথ᳝䰤݀ৌ)

Chongqing Tianhu Land Co., Ltd.
(䞡ᑚ㕂ഄ᳝䰤݀ৌ)
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RMB500,000

RMB8,000,000

RMB8,000,000

PRC

PRC

PRC

4 January 2010,
PRC
17 September
2009, PRC

22 July 2008,
PRC

Chongqing Gangyuan Tuowei Property Service Co., Ltd.
(重慶港源拓衛物業服務有限公司)

Chongqing Tianhu Land Co., Ltd.
(重慶天湖置地有限公司)

Chongqing Gangyuan Property Development Co., Ltd.
(重慶港源房地產開發有限公司)

Jumbo Equity received the aggregate consideration of US$101,000 for the issuance of the 11,000 shares.

According to Xiamen Yida’s business licence, its business scope is set out as: wholesale, import and export of chemical product, office furniture and clothing; consultancy on the enterprise
management and business information.

(2)

Property development; marketing
planning for property; sales of
construction material, decoration
material and low voltage electronic
apparatus

Property development, marketing
planning of property; sales of
construction material, decoration
material and low voltage electronic
apparatus

Property management service

Investment holding(2)

Investment holding

Principal activities

(1)

Notes:

100

100

100

100

US$100,000

PRC

6 April 2011,
PRC

Xiamen Yida Trading Limited
(厦門億達信貿易有限公司)

100

US$11,000(1)

BVI

4 January 2011,
BVI

Jumbo Equity Group Limited

Principal
place of
business

Percentage
owned (%)

Date/place of
incorporation

Name of subsidiary

Registered capital/
issued and paid-up
capital

The details of our subsidiaries as at the date of this Offer Document are set out below:

GROUP STRUCTURE

SELECTED COMBINED FINANCIAL INFORMATION
The following summary financial data should be read in conjunction with the full text of this Offer
Document, including the sections entitled “Management’s Discussion and Analysis of Results of
Operations and Financial Position” and the “Independent Auditors’ Report on the Combined Financial
Statements for the Years Ended 30 September 2009, 2010 and 2011” as set out in Appendix A of this
Offer Document.
A summary of the financial information of our Group in respect of FY2009, FY2010 and FY2011 is set
out below:
Combined statements of comprehensive income of our Group
<
(RMB’000)

FY2009

Audited
FY2010

>
FY2011

Revenue

—

—

77,702

Cost of sales

—

—

(57,236)

Gross profit

—

—

20,466

1

11

41

Other operating income — interest income
Other operating expenses

(3)

(102)

(89)

(11)

(639)

(339)

Administrative expenses

(890)

(2,232)

(3,450)

(Loss) profit before tax

(903)

(2,962)

16,629

Selling expenses

Income tax

189

700

(7,284)

(Loss) profit for the year representing total comprehensive
(loss) income for the year

(714)

(2,262)

9,345

Basic and diluted (loss) earnings per share (RMB fen)(1)

(0.60)

(1.89)

7.79

(0.49)

(1.56)

6.46

Adjusted (loss) earnings per share (RMB fen)

(2)

Notes:
(1)

For comparative purposes, the EPS for the Period Under Review have been computed based on the profit net of tax
attributable to equity holders of the Company and the pre-Placement share capital of 120,000,000 Shares.

(2)

For comparative purposes, the adjusted EPS for the Period Under Review have been computed based on the profit net of
tax attributable to equity holders of the Company and the post-Placement share capital of 144,733,000 Shares.
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Combined statements of financial position of our Group
<
FY2009

Audited
FY2010

FY2011

8,430

9,049

11,680

Pledged bank deposits

—

1,310

—

Other receivables and deposits

25

6,162

1,205

Properties held for sale

—

—

39,942

Development properties

87,687

154,034

92,544

Total current assets

96,142

170,555

145,371

Equipment

436

1,525

1,164

Deferred tax assets

305

1,005

275

Total non-current assets

741

2,530

1,439

96,883

173,085

146,810

Trade payables

9

894

1,435

Other payables

637

55,418

1,662

81,300

103,598

804

—

—

36,344

81,946

159,910

40,245

—

—

876

16,000

16,500

642

—

—

99,027

(RMB’000)

>

ASSETS
Current assets
Cash and bank balances

Non-current assets

Total assets
EQUITY AND LIABILITIES
Current liabilities

Advances from shareholders
Income tax payable
Total current liabilities
Non-current liability
Deferred tax liabilities
Capital and reserves
Share capital
Capital reserve
(Accumulated losses) retained earnings

(1,063)

(3,325)

Total capital and reserves

14,937

13,175

105,689

Total equity and liabilities

96,883

173,085

146,810

12.45

10.98

88.07

NAV per Share (RMB fen)(1)

6,020

Note:
(1)

NAV per Share is computed based on the net asset value and our pre-Placement share capital of 120,000,000 Shares.
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For illustrative purposes, the selected financial information of our Group here have been translated into
S$ using average rates for each respective financial year for the figures in the combined statements of
comprehensive income of our Group and the closing rates for each respective financial year for the
figures in the combined statement of financial position of our Group as set out in the section entitled
“Exchange Rates” of this Offer Document.
Combined statements of comprehensive income of our Group
(translated to Singapore Dollars)
<
(S$’000)

FY2009

Audited
FY2010

>
FY2011

Revenue

—

—

14,982.7

Cost of sales

—

—

(11,036.4)

Gross profit

—

—

3,946.3

0.2

2.2

7.9

Other operating expenses

(0.6)

(20.7)

(17.2)

Selling expenses

(2.4)

(130.0)

(65.4)

Administrative expenses

(192.3)

(454.0)

(665.2)

(Loss) profit before tax

(195.1)

(602.5)

3,206.4

40.8

142.4

(1,404.5)

(154.3)

(460.1)

1,801.9

(0.13)

(0.38)

1.50

(0.11)

(0.32)

1.24

Other operating income — interest income

Income tax
(Loss) profit for the year representing total comprehensive
(loss) income for the year
Basic and diluted (loss) earnings per share (cents)(1)
Adjusted (loss) earnings per share (cents)

(2)

Notes:
(1)

For comparative purposes, the EPS for the Period Under Review have been computed based on the profit net of tax
attributable to equity holders of the Company and the pre-Placement share capital of 120,000,000 Shares.

(2)

For comparative purposes, the adjusted EPS for the Period Under Review have been computed based on the profit net of
tax attributable to equity holders of the Company and the post-Placement share capital of 144,733,000 Shares.
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Combined statements of financial position of our Group
(translated to Singapore Dollars)
<
FY2009

Audited
FY2010

FY2011

1,739.9

1,778.1

2,379.3

—

257.4

—

5.2

1,210.8

245.5

Properties held for sale

—

—

8,136.5

Development properties

18,098.5

30,268.0

18,851.9

Total current assets

19,843.6

33,514.3

29,613.2

Equipment

90.0

299.7

237.1

Deferred tax assets

63.0

197.5

56.0

153.0

497.2

293.1

19,996.6

34,011.5

29,906.3

Trade payables

1.9

175.7

292.3

Other payables

131.5

10,889.7

338.6

16,780.2

20,357.2

163.8

—

—

7,403.6

16,913.6

31,422.6

8,198.3

—

—

178.4

3,302.4

3,242.3

130.8

—

—

20,172.5

(S$’000)

>

ASSETS
Current assets
Cash and bank balances
Pledged bank deposits
Other receivables and deposits

Non-current assets

Total non-current assets
Total assets
EQUITY AND LIABILITIES
Current liabilities

Advances from shareholders
Income tax payable
Total current liabilities
Non-current liability
Deferred tax liabilities
Capital and reserves
Share capital
Capital reserve
(Accumulated losses) Retained earnings

(219.4)

Total capital and reserves
Total equity and liabilities
NAV per Share (cents)(1)

(653.4)

1,226.3

3,083.0

2,588.9

21,529.6

19,996.6

34,011.5

29,906.3

2.57

2.16

17.94

Note:
(1)

NAV per Share is computed based on the net asset value and our pre-Placement share capital of 120,000,000 Shares.
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The following discussion of our business, financial position and results of operations should be read in
conjunction with the full text of this Offer Document, including the sections entitled “General Information
on our Company and our Group — Selected Combined Financial Information” and “Independent
Auditors’ Report on the Combined Financial Statements for the Financial Years Ended 30 September
2009, 2010 and 2011” as set out in Appendix A.
This discussion contains forward-looking statements that involve risks and uncertainties. Our actual
results may differ significantly from those projected in the forward-looking statements. Factors that
might cause our actual future results to differ significantly from those projected in the forward-looking
statements include, but are not limited to, those discussed below and elsewhere in this Offer Document,
particularly in the section entitled “Risk Factors” of this Offer Document.
Under no circumstances should the inclusion of such forward-looking statements herein be regarded
as a representation, warranty or prediction with respect to the accuracy of the underlying assumptions
by our Company, the Manager, Sponsor and Placement Agent or any other person. Investors are
cautioned not to place undue reliance on these forward-looking statements that speak only as at the
date hereof. Please refer to the “Cautionary Note on Forward-Looking Statements” section of this Offer
Document.
OVERVIEW
Revenue
We are a property developer specialising in integrated residential and commercial developments in
Fuling, Chongqing, the PRC. Our first development project, University Town, commenced its
construction in December 2009. This project development occupies the land area of approximately
19,330 sq m and has a GFA of approximately 42,521 sq m. In April 2011, we successfully completed
the University Town. We recorded our revenue of approximately RMB77.7 million in FY2011, which
mainly consist of income from the sale of properties of University Town.
Breakdown Analysis of Revenue
For the purpose of discussion, we have segmented the breakdown of our revenue for FY2009, FY2010
and FY2011 as follows:
<
FY2009

Audited
FY2010

FY2011

Income from sale of properties

—

—

76,791

Property management income

—

—

144

Rental income

—

—

767

Total

—

—

77,702

(RMB’000)

>

Our revenue is derived from the sale of our properties, property management income and rental income
from leasing our properties held for sale in Fuling, Chongqing, the PRC.
We recognise revenue from the sale of properties when the risks and rewards of ownership of units
have been transferred to the customers either upon the issue of completion certificate or handing over
keys to the customers, whichever is later. Our property management income is recognised over the
period when services are rendered. Our rental income from leasing our properties held for sale is
recognised on a straight-line basis over the lease terms.
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Upon obtaining the pre-sale permits of our properties from the relevant local authorities, we will enter
into sale and purchase agreements with our customers while the properties are still under construction.
Please refer to the section entitled “Property Development Process — Sales and Marketing” of this
Offer Document for further details. We do not recognise any receipt of the purchase consideration from
the pre-sale of our properties as revenue until the risks and rewards of ownership of units have been
transferred to the customers either upon the issue of completion certificate or handing over keys to the
customers, whichever is later. Before the completion of our properties or handing over keys to the
customers, payments received from the customers prior to this stage are recorded as “advance receipt
from the sale of properties” and are classified as “current liabilities” on our combined statements of
financial position.
Sale of Properties
Our sale of residential and commercial properties accounted for 98.8% of our total revenue for FY2011.
Upon the successful completion of our first property development project, University Town in Fuling, we
have sold 239 residential units and 9 commercial units with an aggregate GFA of approximately 22,665
sq m and 415 sq m respectively as at 30 September 2011. The average selling prices of residential and
commercial properties were approximately RMB3,300 per sq m and RMB16,000 per sq m respectively.
Revenue from sale of properties was approximately RMB76.8 million in FY2011.
Property Management Income and Rental Income
Our property management income and rental income accounted for 0.2% and 1.0% of our total revenue
for FY2011 respectively. We received property management income from managing and maintaining
our developed residential and commercial properties. We also received rental income from leasing our
commercial units which are held for sale. We have rented out 57 commercial units with an aggregate
GFA of approximately 6,272 sq m as at 30 September 2011. The monthly average rate for the property
management income ranged from RMB0.8 to RMB3.0 per sq m and the average rental income of
commercial properties was RMB30.0 per sq m. Revenue from property management and rental income
was approximately RMB0.1 million and RMB0.8 million respectively in FY2011.
Our revenue is mainly dependent on the following factors:
(a)

the demand for our properties;

(b)

the price that we are able to sell to our customers;

(c)

the changes in the government policies of the PRC;

(d)

availability of mortgage financing for our customers;

(e)

our ability to continue to acquire further land banks; and

(f)

market sentiment, market competition and general economic conditions.

Please refer to the section entitled “Risk Factors” of this Offer Document for other factors which may
affect our revenue.
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Other operating income
Our other operating income mainly refers to interest income. Our other operating income for FY2009,
FY2010 and FY2011 were approximately RMB1,000, RMB11,000 and RMB41,000 respectively.
Cost of sales
Our cost of sales mainly comprises costs incurred directly for our property development activities. Our
cost of sales is determined by apportionment of the total land costs and development costs during the
development period with such apportionment based on the GFA of which the properties have been
successfully delivered to the customers.
Land costs
Our land costs include costs of acquisition of the land use rights, and primarily represent land premiums
incurred in connection with a land grant from the government. Typically, we acquire our land banks
directly from the local government land bureau through public tender, auction or listing for sale. The
acquisition costs for the land parcel of the University Town was RMB21.9 million. In FY2011, the land
costs recognised in our cost of sales accounted for approximately RMB11.9 million, representing 20.8%
of our total cost of sales.
Development costs
Our development costs comprise costs for the design, construction and supervisory of our development
project, which are paid to various contractors involved in the construction work. The major component
of development costs is the construction costs, which our contractors provide various construction
services for the completion of the property development project. In FY2011, our construction costs for
the University Town accounted for approximately RMB45.3 million, representing approximately 79.2%
of our total cost of sales.
In FY2011, the land costs and development costs accounted for approximately RMB11.9 million and
RMB45.3 million, and represented 15.3% and 58.3% of our total revenue respectively.
Our cost of sales is mainly affected by the following factors:
(a)

our ability to secure sub-contractors with the requisite skills at competitive cost;

(b)

fluctuations in the prices of raw materials which are in turn dependent on the demand and supply
conditions for the raw materials; and

(c)

our ability to manage projects and avoid cost overruns.

Please refer to the section entitled “Risk Factors” of this Offer Document for other factors which may
affect our cost of sales.
Operating expenses
Our operating expenses comprise mainly selling expenses and administrative expenses. Our operating
expenses amounted to approximately RMB0.9 million, RMB2.9 million and RMB3.8 million for FY2009,
FY2010 and FY2011 respectively.
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Our selling expenses comprise mainly sales and marketing staff costs, advertisement and promotional
expenses and documentation charges for property transfers. Selling expenses accounted for
approximately 1.2%, 21.5% and 8.7% of our total operating expenses for FY2009, FY2010 and FY2011
respectively.
Our administrative expenses comprise mainly staff costs, depreciation, travelling and transport, and
entertainment expenses. Administrative expenses accounted for approximately 98.5%, 75.1% and
89.0% of our total operating expenses for FY2009, FY2010 and FY2011 respectively.
Other operating expenses
Our other operating expenses comprise mainly donations and compensations, which accounted for
approximately 0.3%, 3.4% and 2.3% of our total operating expenses for FY2009, FY2010 and FY2011
respectively.
Income tax expenses
We are subject to enterprise income tax and LAT in the PRC. Our enterprise income tax, LAT and
deferred tax amounted to approximately RMB2.8 million, RMB2.9 million and RMB1.6 million
respectively in FY2011. There were no income tax expenses recorded in FY2009 and FY2010 as the
recognition of sale of our properties commenced only in FY2011. In FY2009 and FY2010, the deferred
tax assets amounted to approximately RMB0.2 million and RMB0.7 million respectively, due to the
accumulation of tax losses. Our overall effective tax rate was 43.8% for FY2011, which was higher than
the enterprise income tax rate of 25.0%, mainly due to the effect of LAT.
REVIEW OF PAST PERFORMANCE
FY2010 vs FY2009
Revenue
Our first development property, University Town was completed in FY2011. As such, we have not
recorded any revenue for FY2009 and FY2010 as the revenue from our property development activities
is recognised from the sale of properties when the risks and rewards of ownership of units have been
transferred to the customers either upon the issue of completion certificate or handing over keys to the
customers, whichever is later.
Other operating income
Our other operating income increased from approximately RMB1,000 in FY2009 to approximately
RMB11,000 in FY2010. This was due to interest income received from our cash deposit in bank.
Operating expenses
Our total operating expenses increased by approximately RMB2.1 million or 233.3% from
approximately RMB0.9 million in FY2009 to approximately RMB3.0 million in FY2010, which was
mainly due to the increase in selling expenses and administrative expenses related to the pre-sale
activities of the University Town in FY2010.
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Our selling expenses increased by approximately RMB0.6 million from approximately RMB11,000 in
FY2009 to approximately RMB0.6 million in FY2010. The increase in selling expenses was mainly
attributable to an increase in our sales and marketing staff costs of approximately RMB0.1 million and
advertising and promotional expenses of approximately RMB0.5 million in FY2010, which mainly due
to the sales and marketing activities for the pre-sale activities of the University Town in FY2010.
Our administrative expenses increased by approximately RMB1.3 million, or 144.4% from
approximately RMB0.9 million in FY2009 to approximately RMB2.2 million in FY2010. The increase in
administrative expenses was mainly due to an increase in depreciation, staff salaries, travelling and
transport, and entertainment expenses of approximately RMB0.3 million, RMB0.6 million, RMB0.3
million and RMB0.1 million respectively in FY2010 which were the expenses associated with the
pre-sale activities of the University Town.
Our other operating expenses increased by approximately RMB0.1 million which was mainly due to the
donations contributed in FY2010.
Income tax expenses
There were no income tax expenses recorded in FY2009 and FY2010 as the recognition of revenue
from the sale of our properties commenced in FY2011. In FY2009 and FY2010, the deferred tax assets
amounted to approximately RMB0.2 million and RMB0.7 million respectively, due to the accumulation
of tax losses.
FY2011 vs FY2010
Revenue
In April 2011, our Group successfully completed the University Town with a GFA of approximately
42,521 sq m. We recorded our total revenue of approximately RMB77.7 million, which was mainly
attributable to the recognition of revenue from the sale of the University Town in FY2011. Our revenue
was derived mainly from the sale of our properties, property management income and rental income,
which amounted to approximately RMB76.8 million, RMB0.1 million and RMB0.8 million respectively.
Other operating income
Our other operating income increased by approximately RMB30,000 from approximately RMB11,000 in
FY2010 to approximately RMB41,000 in FY2011. This was mainly due to interest income received from
our cash deposit in bank.
Operating expenses
Our total operating expenses increased by approximately RMB0.9 million or 30.0% from approximately
RMB3.0 million in FY2010 to approximately RMB3.9 million in FY2011, mainly due to an increase in
administrative expenses for the preparation of our Singapore Garden project. Our selling expenses
declined after the completion of pre-sale activities of the University Town in FY2010.
Our selling expenses decreased by approximately RMB0.3 million or 50.0% from approximately
RMB0.6 million in FY2010 to approximately RMB0.3 million in FY2011. The decrease in selling
expenses was mainly due to a reduction in advertising and marketing activities after the completion of
pre-sale activities of the University Town in FY2010.
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Our administrative expenses increased by approximately RMB1.3 million or 59.1% from approximately
RMB2.2 million in FY2010 to approximately RMB3.5 million in FY2011. The increase in administrative
expenses was mainly due to an increase in depreciation, professional fees in relation to the Placement,
entertainment, office related expenses, travelling and transport and maintenance expenses of
approximately RMB0.2 million, RMB0.4 million, RMB0.2 million, RMB0.2 million, RMB0.2 million and
RMB0.1 million in FY2011 respectively. The increase in our administrative expenses was mainly due to
the administrative activities for the handing over of the units of the University Town to our customers
and preparation for the development of Singapore Garden in FY2011.
Our other operating expenses decreased by approximately RMB13,000 in FY2011.
Income tax expenses
Our enterprise income tax, LAT and deferred tax amounted to approximately RMB2.8 million, RMB2.9
million and RMB1.6 million respectively in FY2011. In FY2011, our deferred tax of RMB1.6 million was
attributable to the utilisation of previous years’ tax losses and recognition of the relevant tax for
undistributed retained profits of our PRC Subsidiaries.
REVIEW OF FINANCIAL POSITION
As at 30 September 2011
Non-current assets
Our non-current assets of approximately RMB1.4 million accounted for approximately 1.0% of our total
assets, consisting of equipment and deferred tax assets.
As at 30 September 2011, the carrying amount of our equipment of approximately RMB1.2 million
accounted for approximately 80.9% of our total non-current assets. The equipment owned by our Group
comprised motor vehicles and office equipment.
Our deferred tax assets amounted to approximately RMB0.3 million or approximately 19.1% of our total
non-current assets.
Current assets
Our current assets of approximately RMB145.4 million accounted for 99.0% of our total assets. Our
current assets consist of cash and bank balances, other receivables and deposits, properties held for
sale and development properties.
Our cash and bank balances accounted for approximately RMB11.7 million or approximately 8.0% of
our total current assets. Please refer to the section entitled “Liquidity and Capital Resources” for more
information in relation to the changes in our cash and bank balances.
Our other receivables and deposits of approximately RMB1.2 million accounted for approximately 0.8%
of our total current assets. Our properties held for sale, which are completed but unsold units of
University Town amounted to approximately RMB40.0 million or approximately 27.5% of our total
current assets at the end of FY2011.
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Our development properties was the largest component of our current assets, which amounted to
approximately RMB92.5 million or approximately 63.7% of our total current assets. Our development
properties include the land use rights and development costs amounted to approximately RMB87.5
million and RMB5.0 million respectively.
Non-current liability
Our non-current liability refers to deferred tax liabilities. As at 30 September 2011, our non-current
liability amounted to approximately RMB0.9 million or approximately 2.1% of our total liabilities.
Current liabilities
Our current liabilities of approximately RMB40.2 million accounted for approximately 97.9% of our total
liabilities. Our current liabilities mainly consist of trade and other payables, advances from
shareholders, and income tax payable.
Our trade payables amounted to approximately RMB1.4 million or approximately 3.6% of our total
current liabilities. Other payables, which mainly comprise deposit from tenants, advance rental,
advance receipt from the sale of properties, and accrued expenses, amounted to approximately
RMB1.7 million or approximately 4.1% of our total current liabilities.
The advance from shareholders amounted to approximately RMB0.8 million, or approximately 2.0% of
our total current liabilities, which is unsecured, interest free and repayable on demand.
Our income tax payable amounted to approximately RMB36.3 million or 90.3% of our total current
liabilities.
Shareholders’ equity
Our shareholders’ equity consists of issued share capital, capital reserve and retained earnings. As at
30 September 2011, our shareholders’ equity amounted to approximately RMB105.7 million. Our
issued share capital, capital reserve and retained earnings amounted to approximately RMB0.6 million,
RMB99.0 million and RMB6.0 million respectively at the end of FY2011. The capital reserve of
RMB99.0 million was due to the waiver of advances from shareholders amounting to RMB132.0 million
less tax of RMB33.0 million, arising from the Restructuring Exercise.
LIQUIDITY AND CAPITAL RESOURCES
Our Group has two sources of cash categorised as internal and external sources. Internal sources of
funds mainly comprise cash generated from our Group’s operating activities. External sources of funds
are mainly funded by capital contribution and advances from our Executive Chairman and Managing
Director, Tan Hoe San and his family members. The principal uses of these cash sources are for land
bank acquisition, development costs and operating expenses. As at 30 September 2011, our cash and
bank balances and shareholders’ equity amounted to approximately RMB11.7 million and RMB105.7
million respectively.
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The following table sets out a summary of our cash flows for FY2009, FY2010 and FY2011:
(RMB’000)

FY2009

FY2010

FY2011

Net cash used in operating activities

(64,300)

(19,510)

(11,981)

Net cash used in investing activities

(494)

(1,359)

(82)

Net cash from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

72,956

21,488

14,694

8,162

619

2,631

268

8,430

9,049

8,430

9,049

11,680

Our Group had incurred negative operating cashflows of approximately RMB64.3 million, RMB19.5
million and RMB12.0 million for FY2009, FY2010 and FY2011 respectively. From FY2009 to FY2011,
our Group paid RMB108.7 million for the acquisitions of three land parcels which were funded by the
shareholders’ capital injection, advances and loans.
FY2009
In FY2009, we recorded operating cash outflow before movements in working capital of approximately
RMB0.8 million. The net cash used in operating activities of approximately RMB64.3 million was mainly
attributable to the following:
(a)

Increase in development properties of approximately RMB64.1 million was mainly due to the
acquisition of land use rights and construction costs for the University Town, Singapore Garden
and Royal Waterhouse; and

(b)

Increase in other receivables and deposits of approximately RMB26,000.

The operating cash outflows were partially offset by:
(a)

Increase in trade payables of approximately RMB9,000; and

(b)

Increase in other payables of approximately RMB0.6 million.

We also received interest income of approximately RMB1,000.
Net cash flow used in investing activities amounted to approximately RMB0.5 million, which was mainly
attributable to purchase of motor vehicles in FY2009.
Net cash flow from financing activities amounted to approximately RMB73.0 million in FY2009, which
was mainly due to the following:
(a)

Net proceeds received from our shareholders’ advances of approximately RMB65.0 million; and

(b)

Proceeds received from issuance of the subsidiary’s shares of approximately RMB8.0 million to
our shareholders of the Company.

As at 30 September 2009, our cash and cash equivalents amounted to approximately RMB8.4 million.
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FY2010
In FY2010, we recorded operating cash outflow before movements in working capital of approximately
RMB2.7 million. The net cash used in operating activities of approximately RMB19.5 million was mainly
attributable to the following:
(a)

Increase in development properties of approximately RMB66.3 million from approximately
RMB87.7 million in FY2009 to approximately RMB154.0 million in FY2010, mainly arising from the
increase of approximately RMB18.5 million for acquisition of land use rights, and approximately
RMB47.8 million for construction costs; and

(b)

Increase in other receivables and deposits of approximately RMB1.5 million.

The operating cash outflows were partially offset by:
(a)

Increase in trade payables of approximately RMB0.9 million; and

(b)

Increase in other payables of approximately RMB54.7 million mainly arising from the increase of
approximately RMB53.4 million in advance receipt from the pre-sale of properties of the University
Town in FY2010 and the increase of approximately RMB1.3 million in advances from a related
party. Please refer to the section entitled “Interested Person Transactions — Past Interested
Person Transactions” of this Offer Document for more details.

In addition, we paid out income tax of approximately RMB4.6 million in FY2010.
Net cash flow used in investing activities amounted to approximately RMB1.4 million in FY2010, which
was mainly attributable to purchase of office equipment and motor vehicles of RMB75,000 and of
RMB1.3 million respectively.
Net cash flow generated from financing activities amounted to approximately RMB21.5 million in
FY2010, which was mainly attributable to the following:
(a)

Net proceeds received from our shareholders’ advances of approximately RMB22.3 million;

(b)

Proceeds received from issuance of subsidiary’s shares of approximately RMB0.5 million to our
shareholders; and

(c)

Pledged bank deposits of approximately RMB1.3 million.

As at 30 September 2010, our cash and cash equivalents accounted to approximately RMB9.0 million.
FY2011
In FY2011, we generated operating cash inflows before movements in working capital of approximately
RMB17.0 million in respect of the recognition of sale of our properties of the University Town in FY2011.
The net cash used in operating activities of approximately RMB12.0 million was mainly attributable to
the following:
(a)

Increase in properties held for sale of approximately RMB39.9 million after the construction of the
University Town was completed in FY2011; and
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(b)

Decrease in other payables of approximately RMB53.8 million mainly arising from the decrease
of approximately RMB52.6 million in advance receipt from the pre-sale of properties of the
University Town as the sale has been recognised after the units were handed over to the
customers in FY2011. We received approximately RMB0.2 million of deposits from tenants.

The operating cash outflows were partially offset by:
(a)

Decrease in development properties of approximately RMB61.5 million from approximately
RMB154.0 million in FY2010 to approximately RMB92.5 million in FY2011, mainly arising from the
increase of approximately RMB7.5 million in land use rights, and approximately RMB28.2 million
in construction costs and partially offset by approximately RMB97.2 million for transfer to
properties held for sale after the construction of the University Town was completed in FY2011;

(b)

Decrease in other receivables and deposits of approximately RMB0.6 million; and

(c)

Increase in trade payables of approximately RMB0.5 million.

We also received income tax refund and interest income of approximately RMB2.1 million and
RMB41,000 in FY2011 respectively.
Net cash flow used in investing activities amounted to approximately RMB82,000 in FY2011, which was
mainly attributable to purchase of a motor vehicle.
Net cash flow generated from financing activities amounted to approximately RMB14.7 million in
FY2011, which was mainly due to the following:
(a)

Net proceeds received from our shareholders’ advances of approximately RMB12.7 million;

(b)

Proceeds received from issuance of subsidiary’s shares of approximately RMB0.6 million to our
shareholders; and

(c)

Unpledged bank deposits of approximately RMB1.3 million.

As at 30 September 2011, our cash and cash equivalents were approximately RMB11.7 million.
Source of Liquidity
Our Group financed its operations through both internal and external sources and our cash and cash
equivalents increased by approximately RMB8.2 million, RMB0.6 million and RMB2.6 million in
FY2009, FY2010 and FY2011 respectively. Our internal sources of funds mainly comprise cash
generated from our operating activities. Our external sources of funds mainly comprise capital
contribution and advances from our Executive Chairman and Managing Director, Tan Hoe San and his
family members.
As at the Latest Practicable Date, our Group had cash and cash equivalents of approximately RMB26.7
million and zero gearing financial position. Pursuant to the income tax payment arising from the waiver
of advances from Shareholders, Tan Hoe San and Fan Yi Ru had provided an undertaking to provide
an interest-free loan of up to RMB33.0 million to our Group in the event that our Group does not have
sufficient funds to pay such income tax, or our Group’s operation and cash flows are affected by such
income tax payment. Please refer to the sections entitled “Capitalisation and Indebtedness” and
“Interested Person Transactions” of this Offer Document for further details.
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Our Directors are of the reasonable opinion that, after having made due and careful enquiry and after
taking into account the cash flows generated from our operations, our existing cash and cash
equivalents, and the undertakings given by Tan Hoe San and Fan Yi Ru to provide the interest-free loan
of up to RMB33.0 million as described above, the working capital available to us as at the date of
lodgement of this Offer Document is sufficient for present requirements and for at least 12 months after
the listing of our Company on Catalist.
The Sponsor is of the reasonable opinion that, after having made due and careful enquiry and after
taking into account the cash flows generated from our Company’s operations, our Company’s existing
cash and cash equivalents, and the undertakings given by Tan Hoe San and Fan Yi Ru to provide the
interest-free loan of up to RMB33.0 million as described above, the working capital available to our
Company as at the date of lodgement of this Offer Document is sufficient for present requirements and
for at least 12 months after the listing of our Company on the Catalist.
SEASONALITY
Our business is not affected by any seasonal changes in demand. However, our financial performance
is project based, and may fluctuate from year to year, depending on the timing when the risks and
rewards of ownership of units have been transferred to the customers either upon the issue of
completion certificate or handing over keys to the customers, whichever is later.
INFLATION
Our financial performance for the Period Under Review was not materially affected by inflation.
CAPITAL EXPENDITURE AND DIVESTMENTS
The capital expenditures made by the Group in FY2009, FY2010, FY2011 and for the period from 1
October 2011 up to the Latest Practicable Date were as follows:

(RMB’000)
Motor Vehicles
Furniture, fixtures and equipment
Total

FY2009

FY2010

FY2011

From 1 October
2011 to the Latest
Practicable Date

397

1,284

70

—

97

75

12

6

494

1,359

82

6

The above capital expenditures was primarily financed by internal and external resources.
There were no divestments made by our Group in FY2009, FY2010 and FY2011. During the period
from 1 October 2011 to the Latest Practicable Date, our Group divested motor vehicles amounting to
RMB250,000.
EXCHANGE CONTROLS
Please refer to the section entitled “Exchange Controls” of this Offer Document for details on PRC
exchange control laws.
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FOREIGN EXCHANGE MANAGEMENT
Our Group’s transactions are largely denominated in RMB and have limited exposure to foreign
exchange risk. Our foreign exchange gains or losses for the Period Under Review have been
insignificant.
Our Group does not currently have a formal hedging policy although we may, subject to the approval
of our Board, enter into relevant transactions when necessary, to hedge our exposure to foreign
currency fluctuations. We will also put in place, where necessary, procedures to hedge our exposure
to foreign currency fluctuations. Such procedures will be reviewed and approved by our Audit
Committee and our Board.
SIGNIFICANT ACCOUNTING POLICY CHANGES
The accounting policies have been consistently applied by our Group during the Period Under Review,
except for certain changes in accounting policies and related notes which are not material.

89

GENERAL INFORMATION ON OUR COMPANY AND OUR GROUP
HISTORY
Our Company was incorporated in Singapore on 20 October 2011 as a private limited company under
the name of “Starland Holdings Pte. Ltd.”. On 13 April 2012, our Company changed its name to
“Starland Holdings Limited” in connection with its conversion into a public company. Our Group’s history
can be traced back to 2008 when our Group acquired three land parcels and incorporated its
subsidiaries in the PRC.
In 1999, our Executive Chairman and Managing Director, Tan Hoe San, joined Fun Corp. Fun Corp was
previously one of the subsidiaries of Benefun, a company listed on the Hong Kong Stock Exchange and
the SGX-ST which was engaged in the fashion, retail and garment manufacturing business in the PRC.
Fun Corp operated over 300 fashion and garment retail shops in various major cities in the PRC. From
1999 to 2001, Tan Hoe San was in charge of its retail and wholesale operations in Chongqing and
Sichuan Province of the PRC.
In 2003, amidst the booming property market in the PRC, Benefun diversified its operations into
property development in tandem with the rising demand for street stores and comfortable housing in
Zhangzhou, Fujian Province of the PRC. In the same year, Benefun through its subsidiary Zhangzhou
City Gaohui Property Development Co., Ltd. (漳州高輝房地產開發有限公司) started to develop
integrated residential and commercial properties in Zhangzhou, where it already had retail operations.
In 2004, Tan Hoe San was assigned by Benefun to manage the “Gaohui Apartment” (高輝綜合樓)
project in Zhangzhou. This property development was an integrated residential and commercial
property located at 50 North Yan’an Road (延安北路 50號) of Zhangzhou with a site area of 434 sq m
and a GFA of approximately 1,290 sq m. It was a 7-storey building consisting of 5 commercial units and
35 residential units. The total project value of “Gaohui Apartment” was approximately RMB5.0 million
and was completed in 2005.
In 2006, Tan Hoe San managed another property development project in Zhangzhou, the “Golden River
Square” (金河廣場). This property development was an integrated residential and commercial property
located at the junction of East Shengli Road and Danxia Road (勝利東路與丹霞路交匯處) of Zhangzhou
with a site area of 2,570 sq m and a GFA of approximately 15,800 sq m. It was a 21-storey building
consisting of 14 commercial units and 344 residential units. The total project value of “Golden River
Square” was approximately RMB70.0 million and was completed in 2008.
Our Executive Officers, Fu Zi Cong and Zhong Ma Ming assisted Tan Hoe San in the management and
operations of the abovementioned property development projects in Zhangzhou. Fu Zi Cong was in
charge of finance while Zhong Ma Ming was in charge of the general management of the projects.
In 2007, the Chongqing Fuling District Investment Board (重慶市涪陵區投資促進辦公室) went to
Xiamen City for a conference to promote investment opportunities in Fuling, one of the six big cities of
Chongqing. At that time, Tan Hoe San saw the growing demand of affordable residential and
commercial properties in the second and third tier cities of the PRC, particularly, in Chongqing, and
decided to seize the opportunity to venture into the property development business.
In mid-2008, Tan Hoe San founded our Group and formed his team consisting of Luo Deng Xiao and
two other employees, and started laying the groundwork for our Group’s property development
business in Fuling. In 2009, Fu Zi Cong and Zhong Ma Ming joined our Group. Since 2008, our Group
has acquired three land parcels with a total building area of approximately 160,000 sq m.
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In May 2008, our Group entered into an agreement with the Fuling Land Bureau (重慶市涪陵區國土資
源局) to acquire the land use rights of its first land parcel (the proposed Singapore Garden project)
located at Zone 1, Wangfu Residential Committee, Lizhi Office in Fuling for approximately RMB78.5
million. Our Group entered into an agreement with the Fuling Land Bureau to acquire the land use rights
of its second land parcel (the completed University Town project) located at 89 Julong Avenue, Lidu in
Fuling in June 2008 for approximately RMB21.2 million, and the land use rights of its third land parcel
(the proposed Royal Waterhouse project) located at Zone 5, Dianyi Residential Committee, Jiangbei
Office in Fuling in July 2008 for approximately RMB9.0 million.
In July 2008, Gangyuan Property was incorporated to own the land use rights of University Town and
Royal Waterhouse. Tianhu Land was subsequently incorporated in September 2009 to own the land
use rights of Singapore Garden. In January 2010, Gangyuan Tuowei was incorporated as our property
management company.
In April 2011, our Group successfully completed our first property development project, University
Town, with a project value of approximately RMB257.7 million. As at 30 September 2011, we have sold
239 residential units and 9 commercial units, recorded the revenue from the sale of properties of
approximately RMB76.8 million, and have 65 residential units and 72 commercial units remained
unsold. With the completion of University Town, the Group expects to use the proceeds to finance the
construction of Singapore Garden which will commence by the second quarter of 2012. Between 1
October 2011 and the Latest Practicable Date, we have sold 22 residential units and 5 commercial units
in the University Town project and have leased out the remaining 67 unsold commercial units for lease
periods ranging from two to six years to generate some recurring income until such commercial
properties are sold together with its leases.
Based on the Valuation Report, our Group’s unsold properties of the University Town and the two land
parcels of the proposed Singapore Garden and Royal Waterhouse projects have a market value of
approximately RMB520.0 million as at 30 September 2011.
BUSINESS OVERVIEW
We are a property developer engaged in developing quality integrated residential and commercial
properties in the PRC. We have a vertically-integrated business model and operations with expertise
to carry out various key aspects of property development and management. We intend to build a strong
presence and brand name in developing quality integrated residential and commercial properties in
Chongqing and other second and third tier cities in the PRC, which are mainly large-scale, mid to high
end and multi-phased projects.
Property Development
Our property development activities are carried out through our subsidiaries Gangyuan Property and
Tianhu Land. Gangyuan Property has obtained a Grade 3 Qualification Certificate for Real Estate
Development Enterprise (房地產開發企業資質證書) in the PRC and is qualified to undertake real estate
development projects with an individual GFA of up to 50,000 sq m, subject to yearly renewal.
Tianhu Land has obtained a temporary Grade 3 Qualification Certificate for Real Estate Development
Enterprise in the PRC with which it is qualified to undertake real estate development projects with an
individual GFA of up to 50,000 sq m, also subject to yearly renewal. We expect to obtain the Grade 3
Qualification Certificate upon completion of our Singapore Garden project.
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Our first property development project in Fuling, the University Town, was completed in April 2011 and
has received four awards, bearing testimony to the quality of our development. For more details, please
refer to the section entitled “General Information on our Company and our Group — Awards and
Certificates” of this Offer Document.
With the completion of University Town, our Group’s track record of completed property development
project has an aggregate GFA of approximately 42,521 sq m. The total size of our properties under
construction and held for future development stands at an aggregate GFA of approximately 130,000 sq
m as at 30 September 2011.
Our Group is selective in choosing the land location of our property development projects as we believe
that future growth, government plans and amenities are the critical buying factors. For the living comfort
of the residents, we place a high emphasis on the workmanship of our residential properties,
incorporating proper landscaping, recreational facilities and infrastructure to create an upscale,
desirable living environment to attract our target customers. Our residential properties are also
integrated with commercial and retail shops space for the convenience of the residents, which also
enhance the investment value of our properties.
Property Management
Our property management activities are carried out through our subsidiary Gangyuan Tuowei, which is
the contact point for the residents and tenants. We also take care of the security and general
maintenance of the property.
For rental units, the rental rate depends on the particular shopfront and space. For example, higher
visibility shopfronts will command higher rental rates. The rental rate per sq m in general also increases
as the GFA of the unit decreases. Our major or anchor tenants usually have four to six year leases,
whilst the other tenants have shorter leases of about two years.
Our Group is selective in our choice of tenants and purchasers for the commercial shop space in our
property developments, and have specially designated areas for different types of commercial shop
space. We also bring in established retailers, supermarkets, and dining outlets which consumers in the
locality are familiar with, as we believe that this will maximise the comfort and enjoyment of the
residents and enhance the value of our developments.
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PROPERTY DEVELOPMENT PROCESS
The diagrammatic flow of our business operations model is depicted below:

Site Selection and Market Research

Land Acquisition

Project Conceptualising,
Planning and Design

Construction Work

Pre-sale and Sale

Completion and After-sale Services

Site Selection and Market Research
Firstly, we choose a city or district which has potential growth, such as Fuling which is a fast growing
third tier city of the PRC. We also keep a lookout for investment opportunities promoted by the PRC
government and the local government of the emerging cities such as Fuling that are keen to attract
investors.
For our specific site selection, we consider (amongst others) these various factors:
(a)

The PRC government’s zoning plans or city planning restrictions;

(b)

Accessibility of the site and the available infrastructural support;

(c)

Marketability of the development and consumer demand for properties in that area;

(d)

Convenience and proximity to amenities such as parks, universities, office buildings, shopping
malls, railway stations and interchanges; and

(e)

Gross plot ratio, costs of development, investment and financial return ratios and projected future
earnings.

With the above selection criteria, we are able to identify viable land sites for our Group’s development
projects. After a site is selected, we commence our in-depth market research, looking into various
aspects like the demands and supplies of the site’s residential and commercial properties. In the course
of our market research, we also refer to government statistics, government plans for the area, data
such as sales prices and performances of nearby cities, and take into consideration the population and
existing infrastructure of the site.
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We study and analyse the findings and results of our market research to understand the trends of the
local property market and the market prices and thereafter decide on the viability of a project
development in the selected site. Only after we are satisfied that it is commercially viable to embark on
a development project in the selected site, we will commence our land acquisition process.
Land Acquisition
After 1 July 2002, governed by the Regulations on the Grant of State-owned Land Use Rights through
Competitive Bidding, Public Auction and Public Announcements (招標拍賣挂牌出讓國有土地使用權規
定), we have acquired and/or will acquire all our land use rights in respect of our development projects
through the following methods:
(a)

Acquiring directly from the government land bureau through public tender, auction, or listing for
sale;

(b)

Acquiring companies which own development sites; and

(c)

Forming joint ventures and partnerships with companies or entities that own development sites.

In a public tender of state-owned land use rights, the holder of these rights (the “Grantor”) will issue
a tender notice, invite specified or unspecified individuals/entities to participate in the tender, and the
final evaluation shall be conducted by an evaluation team. Where a bidder satisfies each term of the
integrated evaluation criteria as listed in the tender documents to the maximum degree, or, where he
is able to meet the substantive requirements and bids the highest price, he shall be identified as the
successful bidder. In an auction, the Grantor issues a notice and the buyers shall conduct public bidding
at a specified time and place with the highest bidder winning the auction.
After we succeed in the tender or the auction, we sign the agreement for the transfer of land title (土
地出讓協議) with the relevant authority and make payment of 50% of the price. We funded our initial
acquisition of the land use rights of the land parcels primarily through the capital contributions,
advances and loans from our Executive Chairman and Managing Director, Tan Hoe San and his family
members. We will use our internal resources generated from the completed project or proceeds to be
raised from the initial public offering of the Company to pay land premiums for the future acquisition of
land use rights.
After the initial payment, we will be granted another three to six months to pay the balance sum of the
land premium. During this period, we can commence our preparation works such as the engagement
of architectural firms and civil engineers.
Project Conceptualising, Planning and Design
Selected members of our management team, with the relevant retail and property development
experience, work together with a design and architectural institute (設計院) to conceptualize our
property developments. Our Group will appoint a design and architectural institute to provide a design
proposal based on our project concept. After conceptualization, we proceed to apply for the relevant
permits with the design proposal from the appointed design and architectural institute.
Firstly, we obtain the Permit for Construction Land Use Planning (建設用地規劃許可證) from the local
planning bureau (規劃局). We will submit our design proposal to the local planning bureau for approval
in order to obtain the Permit for Construction Works Planning (建設工程規劃許可證).
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The design and architectural institute will then prepare and submit its detailed plan which consists of
structural drawings to us. We engage a drawings inspection company (審圖公司) to review the plan and
ensure that they are in compliance with the authorities’ requirements and specifications.
Thereafter, we will submit our plan to the various sub-departments of the local planning bureau (for
example, the civil engineering department, fire safety department, and piling works department), upon
approval of which we will obtain the Permit for Commencement of Construction (建設工程施工許可證).
Construction Work
For our projects, we engage main contractors for the main structural building construction work through
an open tender process, and contract the remaining works such as elevators and fire safety systems
to other third party contractors. We also engage a construction costs consultation firm (工程造價咨詢
公司) to advise us on the pricing of the main construction contract.
In the PRC, certified Grade 3 contractors may construct buildings up to the height of 24 m, Grade 2
contractors up to the height of 55 m, and Grade 1 contractors the height of 55 m and above. We engage
our contractors according to the specifications required.
The quality and timeliness of the construction are usually warranted in the contracts entered into
between our Group and the construction companies. Typically, these construction contracts provide for
progress payments to be made by our Group to the construction companies at agreed stages of
completion of the construction works. In the event of delay or poor quality of work, the security deposits
paid by the construction companies may be retained by our Group. As at the Latest Practicable Date,
our Group has not had any major disputes with any of our contractors.
Our Group also enters into construction supervisory services contracts with independent construction
supervisory companies (建築工程監理公司) for the supervision and management of the construction
progress and quality of the construction works for our property developments. These independent
construction supervisory companies also advise us when we select our contractors at the tender
process.
Our project sites will be occupied 24 hours a day, and our in-house engineering team will be
permanently stationed there. As and when required, our third party civil engineers and other contractors
will attend at the project site. From time to time, the relevant government authorities also conduct on
site inspections to ensure the construction works are in order.
During the course of the construction works, our in-house engineering team and independent
construction supervisory company will generate monthly reports to our Group. We make the progress
payments to our contractors in accordance with their verification and recommendation.
Pre-sale, Sale and Rental of Property
In line with our marketing strategy, we generally conduct pre-sale (i.e. selling property in advance of our
construction completion) of our developments in accordance with applicable PRC laws. We must obtain
from the relevant government authorities the Permit for Pre-completion Sale of Commodity Buildings
(商品房預售許可證) before we can commence sales of our properties. In the meantime, we may also
prepare for the showroom units to be ready.
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We commence pre-sale of our properties when the following conditions are met:
(a)

The selling developer holds a valid business registration certificate and a qualification certificate
for real estate development enterprises;

(b)

The relevant land use rights certificates, the permit for construction works planning and the permit
for commencement of construction have been obtained; and

(c)

The pre-sale permit has been obtained.

At this juncture, we also start sourcing for suitable tenants for our properties.
Under the Measures for Administration of Pre-completion Sale of Urban Commodity Buildings (城市商
品房預售管理辦法) promulgated by the Ministry of Construction in July 2004, pre-sale permits will only
be granted if:
(a)

The assignment price for the relevant land use rights has been fully paid and the relevant land use
rights certificates have been obtained;

(b)

The permit for construction works planning and the permit for commencement of construction
have been obtained; and

(c)

At least 30% of the total amount to be invested in the property development has been paid and
the progress of works and the completion and delivery dates have been ascertained.

We set selling prices for our properties after taking into account local market trends, costs of
development, expected investment returns and prevailing demand and supply conditions. We adopt a
standard sale and purchase contract to be entered into between us and the purchaser. Our standard
sale and purchase contract specifies the GFA of the property sold, purchase price, method and manner
of payment, and date and manner of delivery of the completed property. There are also provisions for
examination, acceptance and certification to be carried out by relevant government authorities before
delivery of the completed property. According to the PRC laws, we require from each purchaser an
initial payment of either 30% (for first property) or 60% (for second property) of the sale price upon the
execution of a sale and purchase contract. The balance of the purchase price is satisfied by a lump sum
payment of the entire balance, either with or without mortgage facilities arranged with the banks.
Regardless of the payment method, the purchase price must be paid in full before we handover the
properties to the purchasers.
We may enter into arrangements with certain domestic banks to provide mortgage financing schemes
for purchasers to take out a mortgage, which are done by our sales and marketing team. In line with
the prevailing consumer banking practices in the PRC, banks generally only grant mortgage financing
to our customers on the conditions that the mortgage is registered, and that we provide a guarantee to
issue the property ownership certificates to the banks within the timeframe stipulated in the sale and
purchase contract with the customers. Such guarantee will be effective until the property ownership
certificates have been issued.
For details on our sales and marketing activities, please refer to the section entitled “Sales and
Marketing’’ of this Offer Document.
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Completion and After-sales Services
We strive to obtain the relevant permits and approvals, and to deliver our completed properties to our
customers within the timeline stipulated in our sale and purchase contracts. To achieve that, we monitor
the progress of our projects closely.
Delivery of our completed properties is subject to the following:
(a)

Related basic facilities, including water, electricity, heat, gas and communication, shall be
qualified for delivery and use. Other basic facilities and public facilities shall be qualified for use
or the completion schedule and delivery date of each has been set;

(b)

Our property development company entering into a preliminary service agreement with our
property management company, Gangyuan Tuowei;

(c)

The development units to have passed completion, inspection and acceptance;

(d)

Registration of completion of the construction work (工程竣工備案登記) has been done; and

(e)

Payment in full being received from our customers.

As part of our after-sales services, we assist our customers with the title registration for their properties.
Our property management company will also handle our after-sales services. We believe that the
provision of quality after-sales service enhances our brand equity and goodwill, and helps to generate
new sales and customer referrals for our properties.
FINANCING OF OUR DEVELOPMENT PROJECTS
Our Group relies on two main sources of funds for our property developments, namely, our internal
sources and our external sources of funds which mainly comprise of capital contribution and advances
from our Executive Chairman and Managing Director, Tan Hoe San and his family members.
Our external sources of funds were used for the preliminary stages of our project developments for the
payment of land premiums in connection with the acquisition of land use rights from the authorities.
Our internal sources of funds is through the proceeds from pre-sale and sale of our properties. We are
only able to pre-sell our properties after we have obtained the pre-sale permit. In general, we are only
able to obtain the pre-sale permit after we have obtained a land use rights certificate and at least 30%
of the total amount to be invested in the property development has been incurred.
In future, our Group may tap on other external sources of funds from the capital market as well as
external financing from bank borrowings to fund our property development projects.
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DETAILS OF OUR PROPERTY DEVELOPMENTS
Description of our completed property development
University Town (學府新城) Project

University Town is an integrated residential and commercial property development located at 89 Julong
Avenue, Lidu (李渡聚龍大道 89號), Fuling, situated beside Yangtze Normal University (長江師範大學).
The university has a 70 year history and a total population of approximately 15,000.
The development occupies land area of approximately 19,330 sq m and has a total GFA of
approximately 42,521 sq m. It comprises of 9 blocks of high-rise apartment towers with 304 residential
units, 81 commercial units, and an underground carpark comprising 112 carpark lots. We commenced
the construction of this development in December 2009 and completed the construction in April 2011.
University Town is developed by Gangyuan Property.
Summary
Site area

Approximately 19,330 sq m

Total GFA

Approximately 42,521 sq m

Remaining GFA as at
30 September 2011

Approximately 19,442 sq m
(65 residential units, 72 commercial units and 112 carpark lots)

Use

Integrated residential and commercial property

Construction start date

December 2009

Construction end date

April 2011

Location

89 Julong Avenue, Lidu, Fuling

Interest attributable to us

100%

Land cost

Approximately RMB21.2 million (excluding tax)
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In FY2011, we sold 239 residential units and 9 commercial units, and leased out a total of 57 unsold
commercial units. According to the Valuation Report, the market value of the remaining unsold 65
residential units, 72 commercial units and 112 carpark lots is approximately RMB180.9 million as at 30
September 2011.
Between 1 October 2011 and the Latest Practicable Date, we have sold 22 residential units and 5
commercial units of the University Town and have leased out the remaining 67 unsold commercial units.
Description of our properties held for future development
The total GFA of our properties held for future development is approximately 130,000 sq m. Description
of these properties are as follows:
Singapore Garden (新加坡花苑) Project

Artist impression
Singapore Garden is an integrated residential and commercial property development located at Zone
1, Wangfu Residential Committee, Lizhi Office, the heart of Fuling, in the vicinity of amenities such as
a school, commercial mall, retail shops and a recreational park (望州公園) which has a total area of
approximately 100,000 sq m.
The development occupies a land area of approximately 32,616 sq m and has a GFA of approximately
107,142 sq m. It consists of 9 blocks of 19-storey apartment towers comprising 960 residential units
and several commercial units.
We intend to commence the construction of this development in multi phases, starting in the second
quarter of 2012 and expect to fully complete the project by the second quarter of 2014.
Singapore Garden is developed by Tianhu Land.
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Summary
Site area

Approximately 32,616 sq m

Total GFA

Approximately 107,142 sq m

Use

Integrated residential and commercial property

Estimated construction start date

Second quarter 2012

Estimated construction end date

Second quarter 2014

Location

Zone 1, Wangfu Residential Committee, Lizhi Office, Fuling

Interest attributable to us

100%

Land cost

Approximately RMB78.5 million (excluding tax)

According to the Valuation Report, the market value of the land of Singapore Garden is approximately
RMB308.2 million as at 30 September 2011.
Royal Waterhouse (江畔豪庭) Project

Artist impression
The Royal Waterhouse is a high end integrated residential and commercial property development
located at Zone 5, Dianyi Residential Committee, Jiangbei Office, Fuling, beside the junction of the
Yangtze River (長江) and Wu River (烏江).
The development occupies land area of approximately 25,560 sq m and has a GFA of approximately
25,560 sq m comprising of high end residential and commercial property.
We intend to commence the construction of this development by the first quarter 2013 and expect to
complete the construction of the project by the first quarter 2014.
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The Royal Waterhouse is developed by Gangyuan Property.
Summary
Site area

Approximately 25,560 sq m

Total GFA

Approximately 25,560 sq m

Use

High end integrated residential and commercial property

Estimated construction start date

First quarter 2013

Estimated construction end date

First quarter 2014

Location

Zone 5, Dianyi Residential Committee, Jiangbei Office, Fuling

Interest attributable to us

100%

Land cost

Approximately RMB9.0 million (excluding tax)

According to the Valuation Report, the market value of the land of Royal Waterhouse is approximately
RMB30.9 million as at 30 September 2011.
Our Group will continue to source for suitable land parcels and acquire land banks using part of the
proceeds from the Placement. Please refer to the section entitled “Use of Proceeds and Listing
Expenses” of this Offer Document for further information.
AWARDS AND CERTIFICATES
As a testament of our Group, we have been accorded a number of certificates and awards mainly for
our first project, the University Town as set out below:
Awards/Certification

Awarding Organisation

Excellent Construction Enterprise Lidu Subdistrict Office, Fuling
(優秀建築企業)
(重慶市涪陵區李渡街道辦事處)

Recipient

Date

Gangyuan Property
(重慶港源房地產開發
有限公司)

April 2009

Consumer Trusted Enterprise
(2009) (消費者信得過企業
(2009年度))

Consumer Committee, Fuling
(重慶市涪陵區消費者權益保護
委員會)

Gangyuan Property
(重慶港源房地產開發
有限公司)

March
2010

Excellent Enterprise (優秀企業)

Lidu Subdistrict Office, Fuling
(重慶市涪陵區人民政府李渡街道
辦事處)

Gangyuan Property
(重慶港源房地產開發
有限公司)

January
2011

Consumer Trusted Enterprise
(2010) (消費者信得過企業
(2010年度))

Consumer Committee, Fuling
(重慶市涪陵區消費者權益保護
委員會)

Gangyuan Property
(重慶港源房地產開發
有限公司)

March
2011

Top Ten Enterprise (十强企業)

Lidu Subdistrict Office of Fuling
District; Representative Office of
Communist Party of China in Lidu
Sub-district of Fuling
(中共涪陵區李渡街道工委涪陵區
李渡街道辦事處)

Gangyuan Property
(重慶港源房地產開發
有限公司)

February
2012
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Awards/Certification

Awarding Organisation

Recipient

Date

Excellent Enterprise 2nd award
(優秀企業二等獎)

Lidu Subdistrict Office of Fuling
District; Representative Office of
Communist Party of China in Lidu
Subdistrict of Fuling
(中共涪陵區李渡街道工委涪陵區李
渡街道辦事處)

Gangyuan Property
(重慶港源房地產開發
有限公司)

February
2012

Excellent Enterprise (優秀企業)

Chongqing Fuling District
Commission of Urban-Rural
Development
(重慶市涪陵區城鄉建設委員會)

Tianhu Land
(重慶天湖置地有限公司)

February
2012

MAJOR CUSTOMERS
We operate principally in Fuling, Chongqing, the PRC. Our Group’s customers comprise of mainly PRC
individual purchasers of residential or commercial properties. None of our customers (whether sale or
lease) accounted for 5% or more of our total revenue in the Period Under Review. We are not
dependent on any of our customers.
MAJOR SUPPLIERS
Our major suppliers are the contractors appointed to construct our property development projects.
Apart from land costs, construction costs constitute the bulk of our development costs for each project.
Our major suppliers vary from year to year as we select different contractors based on the size and
requirements of each of our projects.
Our major suppliers accounting for more than 5% of our total costs of construction and raw materials
in the Period Under Review are set out as below:
Name of Major Suppliers

Percentage of costs of construction and raw materials (%)
FY2009
FY2010
FY2011

Chongqing Fuling Zhan Yi Construction Co., Ltd
(重慶市涪陵區展一建築工程有限責任公司)

—

41

19

Chongqing Ji Li Construction Co., Ltd.
(重慶市吉力建築有限公司)

—

16

7

Chongqing Tai Cheng Construction Co., Ltd.
(重慶市泰誠建設工程有限公司)

—

15

10

The construction of our Group’s first project, University Town, commenced in December 2009. Hence,
there were no major suppliers for FY2009. The abovementioned major suppliers are the main
contractors engaged by our Group to construct the structural buildings of University Town. The
construction of University Town was completed in April 2011. The majority of the costs incurred in
FY2010 were mainly attributable to construction costs.
Payment to our respective contractors is typically made only upon verification by our in-house
engineers and independent construction supervisory company in respect of the amount of work done
following the receipt of invoices or reports from such contractors. Such invoices or reports are usually
issued within one month after completion of work, and it generally takes about one month from receipt
of such invoices or reports for payment to be made. We are not dependent on any of our suppliers.
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None of our Directors, Executive Officers, Substantial Shareholders or any of their Associates is related
to or has any interest, direct or indirect in our major suppliers listed above. We have no arrangements
or understandings with any of our major suppliers pursuant to which any of our Directors or Executive
Officers was selected as a Director or Executive Officer.
SALES AND MARKETING
Our sales and marketing team is led by Zhong Ma Ming, our General Manager, who is assisted by our
Sales and Marketing Department, comprising a manager and another three employees. Together, they
are responsible for positioning our property developments in the market, formulating the appropriate
sales and advertising strategies for our property developments, coordinating promotional activities,
setting up show flats and on-site sale centres, collecting customer data and comments and
recommending pricing strategies based on market research. Where necessary, we intend to engage
external sales strategy consultancy companies to assist us in the planning and formulating of sales
strategies.
Our sales and marketing efforts are generally conducted through the media such as newspapers,
magazines, outdoor advertising boards, television, buses, text messages, direct mailers and
brochures. We also put up promotional banners around our property development and site areas which
can be easily seen by the public as well as participate in property exhibitions.
CREDIT MANAGEMENT
Credit Policy
Purchasers may pay for their purchase of our Group’s residential and commercial units by way of a
lump sum payment or through partial payments coupled with mortgage financing. Our customers are
required to make upfront payments of either 30% (for first property) or 60% (for second property) of the
property purchase price at the time of entering into the sale and purchase contracts. Thereafter, the
purchase price must be paid in full before we hand over the properties to our customers.
In respect of commercial leases, upon signing of the lease agreement, the lessees are required to make
an upfront deposit ranging from approximately RMB3,000 to approximately RMB60,000, depending on
the leased floor area. The lessees are also required to make quarterly rental payment in advance. For
late payment of rent, our lease agreements generally provide for a daily late payment charge of 0.1%
to 1.0% of the monthly rental, depending on factors such as the type of tenant, amount of rental, and
the duration of the tenancy.
Trade Receivables
We do not have any trade receivables in the Period Under Review as we received lump sum payments
or partial payments coupled with mortgage financing from the purchasers. Also, the lessees of our
commercial properties made quarterly rental payment in advance.
Bad and Doubtful Debts
We do not have any bad and doubtful debts in the Period Under Review and we do not have a policy
of making allowances for doubtful debts.
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Credit terms
Our suppliers are mainly building contractors appointed in respect of our property development
projects. Typically, the construction contracts stipulate the progress payments to be made by our Group
to the construction companies at agreed stages of completion of the construction works. We make the
progress payments to our contractors in accordance with the verification and recommendation of our
in-house engineering team and independent construction supervisory company.
INTELLECTUAL PROPERTY
As at the Latest Practicable Date, we are in the process of applying for the registration of the following
trademark in the PRC:

Our Directors believe that we do not have any patents, intellectual property licences or trademarks on
which our business or profitability is materially dependent. We have not paid or received any royalties
for any licence or use of any intellectual property.
RESEARCH AND DEVELOPMENT
We do not generally undertake any research and development activities due to the nature of our
Group’s business. During the Period Under Review, we did not incur any research and development
expenditure.
QUALITY ASSURANCE
We believe that our emphasis on developing quality homes for our customers is important to the
success of our Group. As such, we place strong emphasis on quality control to ensure that our
properties comply with the relevant government regulations and are of high quality.
We implement strict quality control measures at every stage of the development process including
project conceptualisation, planning and design and construction, which helps to ensure our compliance
with the applicable national quality control standards and market practice. Our quality control measures
include:
(a)

Requiring contractors to use construction materials and carry out construction work which meet
our quality requirements;

(b)

Engaging independent quality supervisory and management companies to carry out routine
inspection on-site; and

(c)

Inviting provincial and municipal quality control authorities to carry out inspection on-site.
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In addition, we have a team of qualified personnel for each of our projects, including at least four
qualified engineers each with at least five years of experience who are responsible for supervising the
construction of our properties, ensuring the implementation of our quality control measures and
monitoring the progress of our projects. Furthermore, the relevant government authorities will also carry
out routine inspection at various stages of construction of our property developments to ensure the
quality of our construction work.
We also conduct supervisory meetings on a regular basis, where representatives from the independent
construction advisory company, contractors, and our Group meet to discuss the quality and progress
of the construction work as well as any issues arising.
We are required to provide warranties to the customers when we deliver the completed properties to
them. Our warranties are based on the back-to-back warranties provided by our construction
contractors. Our standard construction contract contains warranties from our construction contractors
in respect of quality and timely completion of construction.
In accordance with the requirements of PRC property construction laws, warranties for a reasonable
service period are given for structural works whilst warranties for other construction works such as
electrical, waterproofing, and plumbing are usually for a period between two to five years from the date
of the construction completion inspection. As at the Latest Practicable Date, we have not experienced
any major claims or complaints from our customers in respect of any material quality defect in our
property development.
INVENTORY MANAGEMENT
Our Group does not carry inventory due to the nature of our business.
STAFF TRAINING AND DEVELOPMENT
We believe in the upgrading of our staff’s skills and knowledge so that our Company can keep abreast
of the changes and new developments in our industry. Although we do not have a specific program for
training our staff, we will send our staff for training as and when it is required. If necessary, we will
sponsor our staff to attend external courses conducted by local institutions and professional bodies or
to seminars on areas related to our business.
Our staff and management have also attended government and industry seminars from time to time,
obtaining certificates such as the Certificate of Training for Property Service (物業服務上崗培訓證) and
the Statistics Qualification Certificate (統計從業資格證). During the Period Under Review, we did not
incur any significant staff training and development expenditure.
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INSURANCE COVERAGE
There are currently no mandatory requirements under PRC laws and regulations which require a
property developer to take out insurance policies in respect of its property developments or which are
applicable to our Group save for motor vehicle insurance and employee-related social insurance such
as elderly and medical insurance, which we have taken up accordingly. A breakdown of our Group’s
properties and insurance coverage as at 30 September 2011 is set out in the table below:

Properties held for sale

Book value
(RMB’000)(1)

Net
development
cost
(RMB’000)(2)

Insurance
coverage
(RMB’000)

% of
insurance
coverage
over net
development
cost

39,942

31,213

44,367

142.1

Notes:
(1)

Based on the Audited Combined Financial Statements, consisting of the unsold units of the University Town.

(2)

Net development cost represents the estimated quantifiable value-at-risk of our Group in the event of destruction or
damages to our properties. It represents the book value of the respective assets held by our Group as at 30 September 2011
after netting off the associated land costs (in the case of development properties only) which our Group believes would not
be subject to material risk of destruction or damages.

Generally, our contractors will take out the necessary insurance policies while the project is under
construction. In the event of any accidents, our construction contracts with the contractors stipulate that
if the sum assured is insufficient to cover the costs, the Company does not need to make any additional
payment.
We believe that we have taken up sufficient insurance coverage in line with industry practice in the
PRC, and we will conduct annual reviews of such coverage. As at the Latest Practicable Date, we have
not suffered any loss or damage or incurred any liability relating to our properties that has a material
and adverse effect on our business.
COMPETITIVE STRENGTHS
We believe that the following competitive strengths have enabled and will continue to enable us to take
advantage of the growth potential of and to compete effectively in the PRC property market.
(a)

Experienced and established management team
Our Executive Chairman and Managing Director, Tan Hoe San and our Executive Officers have
extensive experience in their respective areas of expertise. Tan Hoe San has more than ten years
of managerial working experience in property development and retail operations, mainly in the
PRC and has been instrumental to the growth of our business, providing our Group with
invaluable strategic leadership.
Tan Hoe San is supported by an experienced and dedicated team including Zhong Ma Ming (our
General Manager), Luo Deng Xiao (our Deputy General Manager), Wee Liang Hiam (our Chief
Financial Officer) and Fu Zi Cong (our Financial Controller). Further, Tan Hoe San and Zhong Ma
Ming have worked together for about ten years and had successfully completed two previous
property development projects. With their experience, camaraderie, and track record, our Group
is able to source for suitable sites with potential for development, and to identify sites that offer
good investment returns or profitable development opportunities.
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(b)

Lean management structure
We have a lean management structure which enables us to make decisions efficiently and to be
able to manoeuvre our decision making process according to the property market’s behaviour. We
do not face problems which may occur in connection with a large bureaucratic process, and are
thus more efficient and quick to react.

(c)

Financial stability
In the event of any down-turn in the economic cycles and the PRC property market, highly geared
property developers in the PRC may face severe financial difficulties. With our net cash and zero
gearing position as at the Latest Practicable Date, we are well-positioned to weather such
down-turns. Our zero gearing position also provides us with the flexibility to obtain bank
borrowings for our future property developments and to take advantage of any good investment
opportunities that arise. Our financial stability mitigates risks associated with economic cycles,
giving us a significant advantage to compete with our competitors. As of the Latest Practicable
Date, our Group does not have any bank loan.

(d)

Understanding of local market
Our keen knowledge of the local market conditions and consumer mentality in Fuling enables us
to choose strategic locations for development as well as to price our projects accordingly. For
example, Tan Hoe San and Zhong Ma Ming have many years of experience in retail operations
and project management respectively, and such experience allows them to leverage on Luo Deng
Xiao’s knowledge of local consumer trends to allow our Group to plan the strategic locations of our
developments and also choose our retail partners wisely. We are also able to cater to the local
market’s demands and preferences, giving us a competitive edge over our competitors.

(e)

Strategic location of our land banks
We are able to identify and acquire land at good locations which have prospects of growth and
development in second and third tier cities in the PRC, such as Fuling. Our University Town
project is located beside the Yangtze Normal University which has a population of about 15,000.
Our Singapore Garden project is located in the heart of Fuling, in the vicinity of amenities such as
a school, commercial mall, retail shops, and the Wangzhou Park which spans a total area of
approximately 100,000 sq m. Our Royal Waterhouse project is located at the junction of the
Yangtze River and the Wu River, facing the city centre, and walking distance from a government
planned yacht port.

COMPETITION
We believe that the property development market is capital intensive and requires specialized industry
knowledge. We believe that our major competitors are property developers who engage in the
development of mid to high end residential developments. The principal competitive factors influencing
the property development sector generally and in the select areas in the PRC where we operate include
the pricing scheme adopted by the developers, the quality and workmanship of the projects, the
location of the properties, the marketing strategies adopted by the developers and the timing of the
launch of the property projects.
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To the best of our knowledge, we recognize that our key competitors in our current target markets
include the following:
Name of competitors

Place of Origin

Chongqing Jin Ke Property Group Co., Ltd.
(重慶市金科地產集團股份有限公司)

PRC

Chongqing Pan Hua Real Estate Co., Ltd.
(重慶攀華房地產有限公司)

PRC

Chongqing Hai Yi Tian Industrial Co., Ltd.
(重慶海怡天實業有限公司)

PRC

To the best of our knowledge, there are no published statistics that can be used to accurately measure
our market share of the property development business in Fuling, Chongqing, or the PRC. Our
Directors believe that our competitive strengths, as set out in the section entitled “General Information
on our Company and our Group — Competitive Strengths” of this Offer Document, set us apart from
our competitors and potential competitors.
None of our Directors, Executive Officers, Substantial Shareholders or any of their Associates is related
to or has any interest, direct or indirect in our competitors listed above. We have no arrangements or
understandings with any of our competitors pursuant to which any of our Directors or Executive Officers
was selected as a Director or Executive Officer.
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Based on the unsold units of University Town

Based on the total GFA

(1)

(2)

Notes:

25,560

Integrated
residential and
commercial
property

Royal Waterhouse
Zone 5, Dianyi Residential
Committee, Jiangbei Office,
Fuling

25,560

107,142

32,616

Integrated
residential and
commercial
property

Singapore Garden
Zone 1, Wangfu Residential
Committee, Lizhi Office, Fuling
Commercial Land:
10 July 2048
Residential Land:
10 July 2058

Commercial Land:
7 May 2048
Residential Land:
7 May 2078

Commercial Land:
17 June 2048
Residential Land:
17 June 2078

19,443(1)

19,330

Integrated
residential and
commercial
property

University Town
89 Julong Avenue, Lidu, Fuling

Expiry date of Land
Use Rights

Total GFA
(sq m)

Total site
Area (sq m)

Permitted type
of use

Name of property
development/location

PROPERTIES HELD FOR SALE & DEVELOPMENT PROPERTIES

30.9

308.2

100

100

180.9

Appraised Value
attributable to
our Group as at
30 September
2011
(RMB million)

100

Interest
attributable
to us (%)
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—

—

60.8

Percentage sold
as at Latest
Practicable Date
(%)(2)

GENERAL INFORMATION ON OUR COMPANY AND OUR GROUP
PERMITS, APPROVALS, LICENCES AND GOVERNMENT REGULATIONS
To the best of our Directors’ knowledge, we have obtained all the necessary business permits, licences,
certificates and approvals for our business operations in the PRC and we are in compliance with all
applicable PRC laws and regulations which are material to our business operations. As at the Latest
Practicable Date, none of the aforesaid business permits, licences, certificates and approvals had been
suspended, revoked or cancelled and to the best of our knowledge and belief, we were not aware of
any facts or circumstances which would cause such business permits, licences, certificates and
approvals to be suspended, revoked or cancelled as the case may be, or for any applications for, or
renewal of, any of these business permits, licences, certificates and approvals to be rejected by the
relevant authorities.
In the course of our Group’s operations, we have in the past breached or were not in compliance with
the following regulations in the context of our Group’s operations:
University Town
In October 2009, Gangyuan Property received a verbal warning from the Real Estate Management
Bureau of Fuling, Chongqing (重慶市涪陵區房地產業管理局), due to the commencement of
construction activities of the University Town without obtaining the Permit for Commencement of
Construction (建築施工許可證) from the Construction Committee of Fuling (重慶市涪陵區建設委員會).
Gangyuan Property had voluntarily stopped its construction activities while pending the obtaining of the
relevant permits. Gangyuan Property eventually obtained the Permit for Commencement of
Construction in December 2009 and resumed construction thereafter, and did not receive any penalty
for such non-compliance.
Gangyuan Property did not obtain the Construction Acceptance Certificate (建設工程竣工驗收合格證)
from the Construction Committee of Fuling, before the handover of the completed units of University
Town to the buyers on 31 December 2010. Gangyuan Property subsequently obtained the Construction
Acceptance Certificate in April 2011 and did not receive any penalty for such non-compliance.
Gangyuan Property had rectified the past non-compliances and further, had obtained all the
subsequent permits and certificates up till the completion of the University Town. Our legal advisers on
PRC law, King & Wood, have opined that such non-compliances would not have any material adverse
effect on the operation of Gangyuan Property.
Gangyuan Tuowei
The Quality Certification for Property Management Enterprise (物業管理企業資質證書) of Gangyuan
Tuowei had expired in August 2011.
In a Circular on Rectifying and Regulating the Order of Property Management Market (關于整頓規範物
業管理市場秩序工作情况的報告) issued by the Real Estate Administration of Fuling, in August 2011,
Gangyuan Tuowei was listed in a “List of Enterprises to be Corrected within a Prescribed Period of
Time” (限期改正企業名單) for lack of one practice certificate of a managerial personnel. Subsequently,
Gangyuan Tuowei had in September 2011 submitted the relevant necessary information to the Real
Estate Administration of Fuling.
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A re-approved Quality Certificate was issued by the Real Estate Administration of Fuling on 9 January
2012. Pursuant to this Quality Certification, Gangyuan Tuowei is permitted to engage in property
management activities from 19 August 2010, and the aforesaid permission shall continue to be valid in
2011 and 2012.
According to the aforesaid certification and confirmations from the Real Estate Administration of Fuling,
King & Wood are of the opinion that Gangyuan Tuowei is permitted to carry on its business activities
legally since its establishment.
In addition, we have to apply for the following key permits for each of our property development
projects:
(a)

Title for State-Owned Land Use Right (國有土地使用證);

(b)

Permit for Construction Land Use Planning (建設用地規劃許可證);

(c)

Permit for Construction Works Planning (建設工程規劃許可證);

(d)

Permit for Commencement of Construction (建設工程施工許可證); and

(e)

Permit for Pre-completion Sale of Commodity Buildings (商品房預售許可證).

For details on applicable PRC laws and regulations, please refer to Appendix C: “Summary of Relevant
PRC Laws and Regulations” of this Offer Document.
PROSPECTS
Some of the information in the section below has been derived from the executive summary of the
Market Report that we commissioned JLLCAA to prepare for us. This information has not been
independently verified by us, the Manager, Sponsor and Placement Agent, or any of our and their
respective affiliates or advisers. The information may not be consistent with other information compiled
within or outside the PRC. The following discussion about our prospects includes forward-looking
statements regarding events the fulfilment of which involves risks and uncertainties. Our actual results
could differ materially from those that may be projected in these forward-looking statements. Please
see the section entitled “Cautionary Note on Forward-looking Statements’’ of this Offer Document.
Prospects on the PRC property market
The PRC economy has gradually transformed in the last 25 years from a centrally planned system to
a more market-oriented economy, with various market liberalization initiatives aimed at making the PRC
an economically developed country. The PRC entered the World Trade Organization in 2001, and
according to the Market Report, has achieved a CAGR of nominal GDP growth at approximately 19.5%
from 2004 to 2010. In terms of GDP quantum, it reached approximately RMB39,798.3 billion in 2010,
making it the second biggest economy in the world. The PRC is the most populous country in the world,
reaching approximately 1,341 million in 2010, with a GDP per capita of approximately RMB29,678.
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According to the Market Report, the PRC’s rapidly economic development has boosted the pace of
urbanization. The urbanization rate increased from approximately 41.8% in 2004 to approximately
47.5% in 2010. Rapid urbanization, coupled with contemporaneous industrialization, has created
robust demand for investment in infrastructure facilities and housing as well as consumer goods, which
together contribute to further economic growth. This has resulted in stellar growth in per capita
disposable income of urban residents, rising from RMB9,422 in 2004 to RMB19,109 in 2010,
representing a CAGR of approximately 12.5%. Pursuant to the 12th Five-year Economy and Social
Development Master Plan (2011-2015) (國民經濟和社會發展第十二個五年規劃) issued by the central
government on 16 March 2011, urbanization rate in 2015 is planned to be approximately 51.5% upon
accomplishment. This may imply demand for approximately 427.5 million sq m of residential property
every year, based on the latest available data of average residential area of 27.1 sq m per capita.
The fast growing economy and the increase in disposable income of the Chinese citizens, as well as
the favorable monetary policies has also encouraged individual and corporate investment in property.
From 2004 to 2009, the average selling price of residential properties increased from RMB2,608 per sq
m to RMB4,459 per sq m, registering a CAGR of approximately 11.3%. During the same period, the
average selling price of retail properties increased from RMB3,884 per sq m to RMB6,871 per sq m,
registering a CAGR of approximately 12.1%.
Prospects on the Chongqing property market
According to the Market Report, Chongqing is one of the PRC’s fastest growing economies, with GDP
increasing from approximately RMB303 billion in 2004 to approximately RMB789 billion in 2010, and
per capita GDP growing from approximately RMB10,845 in 2004 to approximately RMB27,596 in 2010.
Per capita disposable income has also been growing significantly from RMB9,211 in 2004 to
RMB19,099 in 2010, and foreign direct investment from approximately US$0.4 billion in 2004 to
approximately US$6.3 billion in 2010.
By 2020, Chongqing’s total population will be approximately 32.5 million with approximately 22.8 million
urban residents, which makes the urbanization rate of 70%. This development would bring Chongqing
approximately 750,000 new urban residents every year, and approximately million sq m sheltering need
annually, based on the average residential area of 27.55 sq m per capita in 2010. This enormous need
is a fundamental driver for Chongqing’s residential market.
The PRC government’s Chongqing Urban and Rural Master Plan (2007-2020) aims to build Chongqing
as the economy centre of the upper stream of the Yangtze River, an important manufacturing sector of
the PRC, and as a composite transport hub in south-western China. The Chongqing Metropolitan
government has substantially increased its infrastructure investment in recent years, reaching
approximately RMB191.1 billion in 2010, an increase of approximately 23.9% over 2009. The key
planned infrastructure developments in the next decade include:
(a)

Nine metro lines and light railways with a total length of 480 km to be completed in Chongqing by
2020;

(b)

Jiangbei airport’s three runway expansion project to be completed by 2020; and

(c)

Various infrastructure projects serviced to accomplish the Chongqing Urban and Rural Master
Plan, including highways, ports, waste disposal projects, parks construction, and so on.
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Following from the above, residential prices in the suburbs are expected to increase alongside demand.
It is also expected that the average price of mid to upper-end residential properties will grow steadily
in the coming years, due to the increasing income of residents and the active leasing market as a result
of steady inflow of expatriates pouring from the surrounding areas.
Prospects on Fuling property market
Fuling is to the east of Chongqing city center and lies at the meeting point of the Yangtze River and the
Wu River. According to the Market Report, Fuling District has maintained rapid GDP growth since 2006,
with real GDP growth rate higher than 14.0% from 2005 to 2010. Its GDP output reached approximately
RMB43.4 billion in 2010, and in the third quarter of 2011, real GDP growth in Fuling reached
approximately 21.1%, compared with the national growth rate of 9.4%.
Disposable income per urban resident in Fuling has also increased steadily over the past five years. In
2005, per capita disposable income was RMB9,424, and had risen to RMB16,844 in 2010, representing
a CAGR of approximately 12.3% during the period.
Property investment in Fuling increased steadily from approximately RMB0.6 billion in 2005 to
approximately RMB3.9 billion in 2010, representing a CAGR of approximately 47.1%. The GFA of
commodity properties completed and sold in Fuling rapidly grew at CAGR of approximately 10.4% and
approximately 28.1% respectively from 2005 to 2010. The average selling price of commodity
properties in Fuling also increased rapidly at a CAGR of approximately 19.6% between 2005 and 2010.
From 2005 to 2010, the CAGR of average selling price of residential properties was approximately
30.1%.
The residential (including ancillary retail) property in Fuling District has climbed up rapidly over the past
six years. In the coming five to ten years, the government of Fuling District will be committed to the
regeneration of the old town (e.g. Jiangnan Area) and development of the new town (e.g. Lidu Area).
Despite the austerity monetary measures, strong demand still forms a solid foundation of market
development. We expect the price of residential (including ancillary retail) properties to continue rising
steadily, albeit in a slower pace in the coming five to ten years. In this circumstance, the Group’s three
properties which are located in the Jiangnan Area, Jiangbei Area and Lidu Area, each having
distinguished features, would have obvious potential in the future market.
Based on the aforesaid, we believe that the demand for residential and commercial space by residents
in Fuling and Chongqing will continue to grow steadily. Accordingly, our management is confident of our
Group’s prospects.
BUSINESS STRATEGY AND FUTURE PLANS
To achieve our business objectives, we plan to adopt the following strategies to drive our future growth
and increase shareholder value:
(a)

Increasing our land banks
To ensure sustainable growth for our Group, it is essential to replenish our land bank with suitable
land parcels for future developments. We strive to maintain a land bank of development sites
sufficient to support a development pipeline of about three years on a continual basis. Thus, we
intend to continue sourcing for additional sites to add to our land bank so that we are well-placed
and ready to capitalise on suitable development opportunities.
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Our Group is currently looking to acquire a parcel of land and develop a potential project located
at Zone 1, Wangfu Residential Committee, Lizhi Office, Fuling just across our Singapore Garden
project. The potential site area occupies approximately 20,000 sq m and is planned to be an
integrated residential and commercial property development.
We intend to use the proceeds from the Listing to partially fund the acquisition of land parcels.
(b)

Establishing the Urban Complex (城市綜合體)
We aim to build quality, vibrant and environmental friendly properties to urbanize second and third
tier cities in PRC such as Chongqing and Fuling. We intend to continue sourcing and identifying
strategic sites for development in Chongqing and Fuling, and other second and third tier cities of
the PRC.
We target to establish an Urban Complex which can span across a total land area above 200
acres, which may include features such as shopping and pedestrian malls, residential properties,
office buildings, which can be separately completed in multi phases.
Based on our internal market research, the development and operation of the Urban Complex
model in the first and second tier cities of the PRC has been very successful. The selling prices
of commercial, residential and office units in the Urban Complex can be higher than some single
projects. With the targeted growth of population in Fuling and the Liangjiang New District, we view
the Urban Complex as a viable project in the area.
It is more efficient to manage and develop an Urban Complex project as compared to multiple
projects in various locations. For Urban Complex projects, our management can focus and
concentrate the resources on its development.
Some of our management team members have the relevant extensive experience in retail
operations which is an advantage to plan and develop the commercial-oriented Urban Complex.

(c)

Expansion of our Group’s business
We believe that there are growth opportunities for our Group in the PRC and overseas. We intend
to grow our business through mergers and acquisitions, joint ventures and strategic alliances as
and when such business opportunities arise.

TREND INFORMATION
As at the Latest Practicable Date, we have observed the following:
(a)

Sales demand and average selling prices of residential properties in Fuling have been increasing.
According to the Market Report, from 2005 to 2010, the CAGR of residential properties sold was
approximately 36.9% and the CAGR of average selling price of residential properties was
approximately 30.1%. Although the PRC government’s austerity monetary measures have slowed
down the sale tempo of residential properties in Fuling, strong demand still forms a solid
foundation of market development. We anticipate that the price of residential (including ancillary
retail) properties will continue its rising trend steadily but in a slower pace in the coming five to ten
years; and
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(b)

Our cost of sale depends mainly on land and construction costs. We expect land costs to rise in
future given the pressures on land in Chongqing. However, in the opinion of our Directors, the
increasing land costs will not have a material impact on our profit margin as the increased costs
may be passed on to our customers. We believe in acquiring and maintaining a sizeable land bank
for our continued growth. Based on our current pace of development, we expect our land reserve
to last for the next two to three years, as our Singapore Garden and Royal Waterhouse projects
are expected to complete by the second quarter of 2014 and the first quarter of 2014 respectively.
We are continuously searching for new land parcels, and given our standing and the strategic
relationships which we have developed in the market, we believe that we will be able to
successfully tender for suitable land sites in the future.

Save as disclosed above and under the sections entitled “Risk Factors”, “Management’s Discussion
and Analysis of Results of Operations and Financial Position” and “General information on our
Company and our Group — Industry Overview, Details of Our Property Developments, and Prospects”
in this Offer Document, and barring any unforeseen circumstances, our Directors are not aware of any
known trends, uncertainties, demands, commitments or events that are reasonably likely to have a
material adverse effect on our revenue, profitability, liquidity or capital resources, or that would cause
our reported financial information disclosed in this Offer Document to be not necessarily indicative of
our future operating results or financial condition.
ORDER BOOK
Due to the nature of our business and as a matter of industry practice, we do not generally enter into
long term contracts with our customers, and we therefore do not have any order book.
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INDUSTRY OVERVIEW
The information in the section below has been derived from the executive summary of the Market
Report. This information has not been independently verified by us, the Manager, Sponsor and
Placement Agent, or any of our and their respective affiliates or advisers. The information may not be
consistent with other information compiled within or outside the PRC. The following information
includes forward-looking statements regarding events the fulfilment of which involves risks and
uncertainties. Please see the section entitled “Cautionary Note on Forward-looking Statements” of this
Offer Document.
CHONGQING
Economic overview of Chongqing
Chongqing, the youngest one of the four directly-administrated municipalities in China, is located at the
cross-roads of East and West China, in the Three-gorges Reservoir area along the upper reaches of
Yangtze River. With the implementation of the PRC central government’s “Great Western Expansion”
campaign (西部大開發), Chongqing has been one of the most important economic center and
transportation hubs and major economic driver in western China and was appointed as a new “Special
Economic Zone” (經濟特區). Chongqing covers an area of approximately 82,400 sq km and recorded
a total permanent population of approximately 28.8 million in 2010, making Chongqing the most
populous city in the PRC.

Chongqing’s economy has experienced a remarkable growth in the past six years. The GDP output
increased from approximately RMB303.0 billion in 2004 to approximately RMB789.0 billion in 2010,
representing a CAGR of approximately 17.3% over the same period. Per capita GDP grew from
RMB10,845 in 2004 to RMB27,596 in 2010, representing a CAGR of approximately 16.8%. The table
below sets out selected major economic indicators of Chongqing between 2004 and 2010:
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Economic Indicators of Chongqing (2004-2010)

2004

2005

2006

2007

2008

2009

2010

20042010
CAGR

Nominal GDP
(RMB billion)

303

347

391

468

579

653

789

17.3%

Real GDP growth rate
(%)

12.4

11.7

12.4

15.9

14.5

14.9

17.1

N/A

GDP per capita (RMB) 10,845

12,404

13,939

16,629

20,490

22,920

27,596

16.8%

FDI
(US$ billion)

0.4

0.5

0.7

1.1

2.7

4.0

6.3

58.5%

Fixed asset investment
(RMB billion)

162

201

245

316

405

532

693

27.4%

Real estate investment
(RMB billion)

41

52

63

85

99

124

162

25.7%

Retail sales
(RMB billion)

107

123

143

171

215

248

294

18.3%

Urbanization
(%)

43.5

45.2

46.7

48.3

50

51.6

53

N/A

9,221

10,244

11,570

13,715

15,709

17,191

19,099

12.9%

Urban residents
disposable income Per
capita
(RMB)

Sources:
(1)

China Statistical Yearbooks, 2005-2011

(2)

Chongqing Economy and Social Development Statistical Communiqué, 2004–2010.

Notes:
(1)

N/A refers to not available.

(2)

GFA refers to gross floor area.

A large number of foreign companies and investors have entered the Chongqing market because of its
rapid economic growth and unique role in development of western China. Foreign direct investment
(“FDI”) in Chongqing significantly grew with a dramatic CAGR of approximately 58.5% from
approximately US$0.4 billion in 2004 to approximately US$6.3 billion in 2010.
Per capita disposable income in Chongqing has increased steadily over the past few years. In 2004,
the per capita disposable income was RMB9,211, rising to RMB19,099 in 2010, representing a CAGR
of approximately 12.9%. In addition, retail sales of consumer goods in Chongqing reached
approximately RMB294 billion in 2010, representing a CAGR of approximately 18.3% since 2004.
Chongqing is expected to demonstrate strong economic growth, benefiting from its open investment
environment and well developed social welfare systems. Additionally, in April 2009 the central
government issued a policy of “State Council’s Opinions regarding of Improving Chongqing
Coordinated Reform and Development of Urban and Rural” (國務院關于推進重慶市統籌城鄉改革和發
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展的若干意見) to promote the third National Economy Development New District (國家級新區) in China
— Liangjiang New District. The New District locates to the north of Chongqing city center, covers an
area of approximately 1,200 sq km, and consists of portions of both Jiangbei and Yubei Districts. It is
planned to be developed as a center of advanced manufacture industries and supporting services. In
the long term, development of Liangjiang New District would be able to help to turn Chongqing into a
financial center along the upper-stream of the Yangtze River and to enhance the quality of its service
and advanced manufacturing industries.
Chongqing’s City Planning
(a)

Vision of the “Chongqing Urban and Rural Master Plan (2007-2020)”
The “Chongqing Urban and Rural Master Plan (2007-2020)” (thereafter referred to as the “Master
Plan”) aims to build up Chongqing as:
(i)

Economy center of upper-stream of Yangtze River

(ii)

China’s important advanced manufacture center

(iii)

Composite transport hub in South-western China

By 2020, Chongqing will have strengthened its leading role in the economy development in
western China, and become an economic engine for this area. On the top of economic success,
the Master Plan also focuses on more balanced social development and ecological harmony, so
to achieve the goal of Five Chongqing Programme (五個重慶), which means: Livable Chongqing
(宜居重慶), Traffic-Smooth Chongqing (暢通重慶), Forest Chongqing (森林重慶), Safe Chongqing
(平安重慶), and Healthy Chongqing (健康重慶).
(b)

Urban development plan
By 2020, total population of Chongqing will be about 32.5 million with 22.8 million urban residents,
which makes the urbanization rate of 70%. This development would bring Chongqing about
750,000 new urban residents every year, and 20.7 million sq m sheltering need annually, based
on the average residential area of 27.55 sq m per capita in 2010. This enormous need is a
fundamental driver for Chongqing’s residential market.
All cities and towns in Chongqing will be organized into a so-called One Circle and Two Wings (一
圈兩翼) functional urban system, and each of them would have its own role. One Circle, one hour
economic circle, includes cities located within one hour commuting circle around Chongqing. Two
Wings are two urban belts lay toward south-east and north-east of Chongqing, which are centered
by Qianjiang (黔江) and Wanzhou (萬州) respectively.
To accomplish this goal, one metropolis with population of over 10 million, 6 big cities each with
population of over 1 million (including Fuling), and 25 small — middle cities each with population
of over 200,000 are planned to be developed by 2020.
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The picture below shows the geographic ubiety of the One Circle and Two Wings:

(c)

Infrastructure Developments
To further improve living standard and investment condition, Chongqing Metropolitan government
has substantially increased its infrastructure investment in recent years. Infrastructure investment
in Chongqing reached approximately RMB191.1 billion in 2010, representing an increase of
23.9% over 2009. The key planned infrastructure developments in Chongqing in the next decade
include:
(i)

9 metro lines and light railways with a total length of 480 km to be completed in Chongqing
by 2020;

(ii)

Jiangbei airport’s 3-runway expansion project to be completed by 2020; and

(iii)

Various infrastructure projects serviced to accomplish the Master Plan, including highways,
ports, waste disposal projects, parks construction, and so on.

Chongqing Residential Property Market
(a)

Chongqing Residential Property Market Overview
Real estate investment in Chongqing grew fast between 2004 and 2010 at a CAGR of
approximately 25.7% growing from approximately RMB40.0 billion in 2004 to approximately
RMB162.0 billion in 2010.
The GFA of completed commodity properties peaked in 2009. Given the impact of government
austerity measures on the real estate market, property developments and transactions slowed
down in 2010. The GFA of commodity properties sold dropped slightly in 2008, then, driven by
strong demand, picked up and recorded a new high of approximately 43.1 million sq m in 2010.
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In 2010, approximately 21.8 million sq m and approximately 39.9 million sq m of residential
properties were completed and sold respectively, representing a decline of 8.6% in property
completion and an increase of 5.7% in sale. In light of austerity macro-control, home buyers are
commonly holding on their house purchasing plans which results in an obvious slow down on
growth rate of residential property sold to 5.6% in October 2011 on year-to-year basis.
Property prices in Chongqing maintained robust growth since 2004 with a CAGR of approximately
16.1%. The price of commodity and residential properties averaged at RMB4,285 per sq m and
RMB4,040 per sq m respectively in 2010.
The table below sets out selected property market indicators of Chongqing between 2004 and
2010:
Property Market Indicators of Chongqing (2004-2010)

2004

2005

2006

2007

2008

2009

2010

20042010
CAGR

Real estate
investment
(RMB billion)

41.0

52.0

63.0

85.0

99.0

123.9

162.0

25.7%

GFA of commodity
properties completed
(million sq m)

15.9

22.1

22.3

22.5

23.7

29.1

26.3

8.8%

GFA of residential
properties completed
(million sq m)

12.3

17.1

17.0

17.7

19.5

23.8

21.8

10.0%

GFA of commodity
properties sold
(million sq m)

13.3

20.2

22.3

35.5

28.7

40.0

43.1

21.7%

Total sale of
commodity properties
(RMB billion)

23.3

43.1

50.6

96.7

80.0

137.8

184.7

41.2%

GFA of residential
properties sold
(million sq m)

11.6

17.9

20.1

33.1

26.7

37.7

39.9

22.9%

Total sale of
residential properties
(RMB billion)

18.2

34.1

41.9

85.7

70.5

123.2

161.1

43.9%

Average price of
commodity properties
(RMB per sq m)

1,751.7

2,134.6

2,269.7

2,722.5

2,785.5

3,444.4

4,285.2

16.1%

Average price of
residential properties
(RMB per sq m)

1,569.3

1,901.1

2,081.0

2,588.3

2,639.8

3,267.1

4,040.7

17.1%
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Sources:
(1)

China Statistical Yearbooks, 2005-2011

(2)

Chongqing Economy and Social Development Statistical Communiqué, 2004–2010

Notes:

(b)

(1)

N/A refers to not available.

(2)

GFA refers to gross floor area.

Mid to Upper-end Residential Market Overview
Chongqing’s mid to upper-end residential properties mainly concentrate in the major urban
districts with well-developed living facilities, such as Yuzhong (渝中區), Nan’an (南岸區), Jiangbei
(江北區), Yubei (渝北區) and Shapingba (沙坪壩區).
JLLCAA defines the mid to upper-end residential segment in Chongqing as properties fulfilling the
following conditions:
(i)

Total GFA is over 50,000 sq m; and

(ii)

Pure low-density projects are excluded.

Key characteristics of the major mid to upper-end residential areas are shown as follows:
Area

Yuzhong

Jiangbei

Yubei

Nan’an

Shapingba

Total

1,358

8,714

6,019

7,398

5,240

28,729

5%

30%

21%

26%

18%

100%

8,990

6,809

7,025

7,052

5,487

Wealthy
locals and
expatriates

Wealthy
locals and
expatriates

Wealthy
locals and
expatriates

Wealthy
locals and
expatriates

Wealthy
locals and
expatriates

(1)

Future Supply as
at October 2011December 2014
(thousand sq m)
Weight
Average price as at
October 2011
(RMB/sq m)

Target market
Source: JLLCAA
Note:
(1)

Additional supply is derived from data of all open market residential use land auctions in the caption districts from
January 2010 to October 2011.

The future supply of the mid to upper-end residential sector in five major urban districts of
Chongqing is expected to be approximately 28.7 million sq m by the end of 2014, presenting an
average increment of 9.57 million sq m per annum in the pipeline.
The largest potential supply will fall in Jiangbei where the estimated future supply in this district
will be at least about 8.7 million sq m by the end of 2014. The second and third largest supplying
areas will be Nan’an and Yubei District, with an estimated future supply of at least about 7.4 million
sq m and 6 million sq m respectively. Forecasted supply of Nan’an, Jiangbei and Yubei at the end
of 2014 will account for 30%, 26% and 21% of the total supply, respectively.

121

GENERAL INFORMATION ON OUR COMPANY AND OUR GROUP
As there is limited land available in the core areas such as Yuzhong, mid to upper-end residential
properties supply will be mainly in Jiangbei, Yubei and Nan’an. Upper-end residential properties
in the core areas are expected to take a big proportion as developers would like to seek higher
yields in line with the scarce land resources and mature commercial environment. Mid to
upper-end residential projects in Shapingba may mainly come from the areas renovation, which
will push up the residential prices to some extent. As there exists comparatively large quantity of
land resources in Jiangbei and Yubei and the promising development of Liangjiang New District,
mid to upper-end residential markets in these districts have great potential and purchasers have
more choices for various projects with different prices.
(c)

Demand trend and key drivers
Demand for mid to upper-end residential properties in Chongqing mainly comes from end-users.
Improving city infrastructure and social environment including economy, politics and culture as
well as increasing income of the emerging middle class and the enlargement of wealthy groups
provide solid demand in this sector. In addition, Chongqing is a major metropolis in western China,
and its fast growing property market attracts more and more investor’s attention. Hence,
investment demand for residential properties is expected to account for a steadily growing
proportion despite certain government constraints or the global financial crisis.
As one of the four municipalities, Chongqing is the major economic center of western China;
Chongqing has attracted elites, newly emerging entrepreneurs in particular, from all over the area.
Based on the following table, the non-public-owned economy in Chongqing grew rapidly with a
CAGR of approximately 22.1% from approximately RMB1,460 million in 2004 to approximately
RMB4,847 million in 2010. The owners and senior management staff of these non-public-owned
enterprises are one of the main strong force for the mid to upper-end residential properties. With
Chongqing’s growing position in the county, there will be more and more expatriates working or
living in Chongqing, which will form strong purchasing power in the segment. Besides, groups
from other cities with higher income seeking career and business opportunities in Chongqing will
have positive demand for mid to upper-end residential market.
Chongqing Non-public-owned Economy Growth (2004-2010)

Nominal GDP
(million RMB)
GDP contribution (%)

2004

2005

2006

2007

2008

2009

2010

20042010
CAGR

1,460

1,748

2,071

2,577

3,407

3,916

4,847

22.1%

48.1

50.4

53.0

55.1

58.8

60.0

61.2

4.1%

Source: Chongqing Statistical Yearbook, 2005-2011
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(d)

Prices
Residential price for mid to upper-end experienced a sustainable growth from 2006 to 2010 with
the average residential price in the main urban districts increasing by about 90% respectively.
However, owing to the stringent macro-control policy put upon residential property market in 2010,
residential price for mid to upper-end has turned its roaring route to a gentle curve. Average
residential prices within main urban districts had experienced a rather low increase of 3.5% in the
first 10 months of 2011 on a year-to-year basis, mainly due the current slowing down market
sentiment.

(e)

Prospects
Chongqing has programmed nine metro lines connecting through all main urban districts.
Residential prices in suburbs will gradually increase due to infrastructure improvements and the
supply there would take a bigger proportion. With the fast development of Liangjiang New District,
the mid to upper-end residential properties in this area will be preferred by mid to high income
groups and purchasers to upgrade their living conditions.
It is expected that average price of mid to upper-end residential properties may grow steadily at
a slower pace in the coming years, due to increasing income of residents and the active leasing
market as a result of steady inflow of expatriates purring from the surrounding areas.
However, the constraints on property purchase and financial measures that were put on by the
central government are likely to be remained in the next year. Combination of insistence of the
central government and reluctance from local authorities makes the tendency of these policies
hard to predict, and consequently increases uncertainty in short term market development.

Fuling District
Fuling District Overview
Fuling District is to the east of Chongqing city center and lies at the meeting point of the Yangtze River
and the Wu River, namely the Southeast Gate of Sichuan Basin, with a total land area of approximately
2,941 sq km and a total population of approximately 1.15 million by the end of 2010. Fuling District has
sufficient water resource which boosts the industry of electricity. With the construction of highways and
railways, Fuling District has dramatically expanded its transportation infrastructure. There are already
4,346 km highways and 23 ports with big container terminals have been built up.
Fuling District has maintained rapid GDP growth since 2006 with real GDP growth rate higher than
14.0% from 2005 to 2010. Its GDP output reached approximately RMB43.4 billion in 2010. In the third
quarter of 2011, real GDP growth in Fuling District reached 21.1% compared with the national growth
rate of 9.4%.
Disposable income per urban resident in Fuling District has increased steadily over the past five years.
In 2005, per capita disposable income was RMB9,424, and had risen to RMB16,844 in 2010,
representing a CAGR of approximately 12.3% during the period.
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The selected economic indicators of Fuling District between 2005 and 2010 are tabulated as below:
Economic Indicators of Fuling District (2005-2010)

2005
Population (million)

2006

2007

2008

2009

2010

20052010
CAGR

1.11

1.12

1.13

1.13

1.14

1.15

0.7%

Nominal GDP (RMB billion)

16.08

18.53

23.42

31.24

35.5

43.45

22.0%

Real GDP growth rate (%)

14.6

14.3

18.4

25.5

18.1

19.3

N/A

15,856

18,287

23,104

30,626

34,517

41,411

21.2%

4.99

6.12

8.42

13.13

18.13

24.54

37.4%

Urbanization (%)

31.75

32.22

32.62

33.04

35.17

41.42

N/A

Per capita disposable income of
urban residents (RMB)

9,424

10,428

11,902

13,587

15,109

16,844

12.3%

GDP per capita (RM)
Fixed asset investment
(RMB billion)

Source: Fuling Year Book 2011

Fuling District’s City Planning(1)
The urban area of Fuling District covers 5 Areas namely Lidu Area, Nan’anpu Area, Jiangbei Area,
Jiangnan Area and Jiangdong Area.
The City Planning in Fuling of Chongqing

Source: Fuling City Planning Bureau
Note:
(1) City planning (2004-2020) was gained from the Fuling City Planning Bureau
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Jiangnan Area as the city center of Fuling District, due to the unique mountainous landscape, has little
potential for the city’s future development. The main task for this area in the next few years is to develop
the water front area along both Yangtze River and Wu River and to adjust some interior land use.
The city planning adopts a structure called “multiple centers with functional groups” (多種新功能組團).
On the spatial distribution, the planning takes advance of the two rivers as a functional axis to integrate
the whole transport system and finally to form a pattern called “one city, two towns and five areas” (一
市兩鎮五片區).
“One city” means to form a new Fuling District with full function. “Two towns” means the east town with
the old Jiangnan Area as the eastern center and the west town with Lidu Area as the western center.
And the “Five Areas” consists of Lidu Area, Nananpu Area, Jiangbei Area, Jiangnan Area and
Jiangdong Area.
(a)

Development to the west — Lidu Area and Nananpu Area
The city planning sets Lidu Area as the sub-center of Fuling District. Lidu Area and Nan’anpu Area
have been shaping up since the implement of the plan. As the landscape of Lidu is flatter and
geographically better than the old city center, plus Lidu is between the Yufu Highway and G319
National Way, and more importantly Chongqing is to the west, developing to the west would really
tighten the connection between Fuling and Chongqing.

(b)

Development to the east — Jiangdong Area
This area is across the Wu River facing city center from the east. This Area is narrow and rugged.
Open space is rarely found. Main transportation to the city center is two bridges built along Wu
River. To develop affordable houses and public service facilities is the main task in developing this
Area.

(c)

Development to the north — Jiangbei Area
This area is located along the Yangtze River to the north of the city center. The picturesque
Beishanping Hill covers most of the area. Mountainous scene and rocky roads makes this area
the least populated in central Fuling. The city planning designs here as a tourism and leisure
activity center to make the most of the fine geographic conditions.

(d)

Development to the south — Gaozhiban Industry Zone
This area would continue its current function as an industry zone in the planning. Meanwhile, the
resources and facilities will be improved and better organized in the next decade.

Fuling District Property Market Overview
Real estate investment in Fuling District increased steadily from approximately RMB0.6 billion in 2005
to approximately RMB3.85 billion in 2010, representing a CAGR of approximately 47.1%. The GFA of
commodity properties completed and sold in Fuling District rapidly grew at CAGR of approximately
10.4% and 28.1% respectively from 2005 to 2010. The average selling price of commodity properties
in Fuling District increased rapidly at a CAGR of approximately 19.6% between 2005 and 2010. Since
2005, the price has increased significantly and recorded a new high of RMB3,871 per sq m in 2010,
representing a growth rate of 3.1% compared to 2009.
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The table below sets out selected property market indicators of Fuling District between 2005 and 2010:
Property Market Indicators of Fuling District (2005-2010)

2005

2006

2007

2008

2009

2010

20052010
CAGR

Real estate investment (RMB billion)

0.56

0.59

0.76

1.86

2.11

3.85

47.1%

GFA of commodity properties
completed (million sq m)

0.56

0.29

0.29

0.53

0.67

0.92

10.4%

GFA of residential properties
completed (million sq m)

0.36

0.2

0.23

0.36

0.57

0.69

13.9%

GFA of commodity properties sold
(million sq m)

0.31

0.36

0.42

0.47

0.98

1.07

28.1%

GFA of residential properties sold
(million sq m)

0.21

0.3

0.4

0.38

0.94

1.01

36.9%

Average selling price of commodity
properties (RMB per sq m)

1,585

1,463

1,941

2,489

2,966

3,871

19.6%

Average selling price of residential
properties (RMB per sq m)

1,011

1,272

1,765

2,423

2,877

3,768

30.1%

Source: Fuling Statistics Bureau

Fuling District Residential Property Market
(a)

Residential property market overview
From the Statistics Bureau’s data above, the residential market in Fuling District had a rapid
increase rate. From 2005 to 2010, the CAGR of residential properties completed was
approximately 13.9%, the CAGR of residential properties sold was approximately 36.9% and the
CAGR of average selling price of residential properties was approximately 30.1%. It reflects that
the residential market in Fuling District was rising rapidly in recent years.
In spite of the National macro-control policies, the residential market in Fuling District in 2011 still
stood good. The sales speed slowed down resulted from Loan Restriction Policy. From the data
of Housing Administration Bureau, the average selling price of residential properties has already
exceeded RMB4,000 per sq m and the ancillary retail properties’ price varied with the locations.
Basically, the selling prices of ancillary retails in Lidu Area was approximately RMB15,000 per sq
m, RMB20,000 per sq m at Sanhuan Road and RMB40,000 per sq m at Binjiang Road.
According to our survey, the selling speed of the buildings located in general or poor locations
became slow, but the prices were all exceeded RMB4,000 per sq m on the other hand, buildings
located in good locations were sold in fast speed with high prices. Especially at Binjiang Road, the
selling price and the selling speed of the residential properties and ancillary retails were still high
and fast.
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(b)

Future supply
(i)

Land supply
According to the information provided by the State-owned Land Bureau of Fuling District, the
sold area of residential land is approximately 800,000 sq m in 2010. The future land proposal
is mainly aimed at changing land use of city center villages or plants of the old town of
Jiangnan Area to commercial lands. The rough total land supply of Jiangnan Area is planned
to be about 800 mu. Lidu Area is divided into “Industrial Zone” — the eastern side and
“Administrative Zone” — the western side by Laitan River in the City Planning. The District
Council is going to extrude more land and introduce 30 to 40 major corporates into the
Industrial Zone and make it the cornerstone of Fuling District’s developing. In 2012, Jiangbei
Area and Jiangdong Area will provide approximately 500 mu and 700 mu for residential land
respectively and about 50 to 60 hectares for the construction of indemnificatory houses in
Jiangdong Area.

(ii)

Residential property supply
According to the information provided by Housing Administration Bureau of Fuling District,
the total supply for residential and ancillary retail in 2011 is approximately 1.2 million sq m
and the sold residential and retail was approximately 0.5 million sq m. According to the data
of the transacted land supply and the future extruding land supply of Fuling District, it
forecasts the supply for residential and ancillary retail of Fuling District is approximately 5.0
million sq m (1.0 million sq m per year) in the coming three to five years.

(c)

Demand trend
In 2010, Fuling District had a population of approximately 410,000 with a residential area of
approximately 36 sq m per capita. According to the land utilization master plan and housing
construction plan for the coming three to five years, Fuling District will demolish city center villages
or city center plants of approximately 2 million sq m. The industrial economic development will
speed up the level of urbanization of Fuling District and according to the plan of the Fuling City
Planning Bureau, the city population will increase at least 80,000 in the coming five years.
Consequently, the demand of Fuling District’s future housing market is approximately 5.0 million
sq m (1.0 million sq m per year). Since the statistics of the number of people who want to enhance
their living condition and buy new apartments are hardly to be gathered, the demand of future
housing market may be more than 1.0 million sq m per year.

(d)

Prices
As discussed above, in future three to five years, the residential supply basically matches the
demand. According to the supply and demand in residential market and the effects by the National
macro-control policies, the residential (including ancillary retail) property market may be optimistic
and the price may rise steadily in slower pace than before.
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At present, there are about 20 residential (including ancillary retail) developments for sale, which
are mainly located in old town center, the Jiangnan Area, and new town center, the Lidu Area. The
typical residential properties and ancillary retails for sale in Fuling District under sale are set out
as below:
Typical residential properties and ancillary retails for sale in Fuling District
Residential
Price
(RMB per sq m)

Ancillary Retail
Price
(RMB per sq m)

Name

Address

1

Xuaxin Royal Court

Beside Qingyun Building,
Taiji Avenue

4,300-5,200

15,000-25,000

2

Haiyitian Xiyu
Mansion

Dongjiawan, Sanhuan Road

4,400-5,500

20,000-30,000

3

Haiyi Jiangshan

Wu River section, Binhe Road

4,780-6,000

30,000-50,000

4

Shengze Walking
Street

Gaosuntang Xinhua Mid Road

7,000

30,000-50,000

5

University Town

Beside the Changjiang Normal
College in Lidu Area

3,800-4,300

14,000-18,000

The table above reveals that the property price in the old town center, Jiangnan Area, gradually
declines from the water front towards inner area. Lidu Area, as the center of new town, the
residential property market is not yet mature. Therefore, property price there is still at a
comparatively lower level. However, as Lidu Area is main destination of future population
movement, it can be expected that the residential property price there will catch up rapidly.
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(e)

Prospect
In summary, the residential (including ancillary retail) property in Fuling District has climbed up
rapidly over the past six years. In the coming five to ten years, the government of Fuling District
will be committed in consummating the old town (e.g. Jiangnan Area) regeneration and the new
town (e.g. Lidu Area) development.
Under this circumstance, although the austerity monetary measures have indeed slowed down
the sale tempo of residential properties in Fuling, strong demand still forms a solid foundation of
market development. It is reasonable to anticipate that the price of residential (including ancillary
retail) properties may continue its rising trend steadily but in slower pace in the coming five to ten
years. In this circumstance, the Company’s three properties which are located respectively in
Jiangnan Area, Jiangbei Area and Lidu Area, each having distinguish features, would have
obvious potential in future market.
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In general, transactions between our Group and any of our Interested Persons (namely, our Directors,
Controlling Shareholders of our Company or the Associates of such persons) would constitute
Interested Person Transactions for the purposes of Chapter 9 of the Catalist Rules.
This section sets out the Interested Person Transactions entered into by our Group for FY2009,
FY2010, FY2011 and from 1 October 2011 up to the Latest Practicable Date (the “Relevant Period”)
on the basis of each member of our Group (namely, our Company and our subsidiaries) being an Entity
at Risk and with Interested Persons being construed accordingly.
Save as disclosed in this section and in the section entitled “Restructuring Exercise” of this Offer
Document, there have been no Interested Person Transactions over the Relevant Period involving our
Group which are material in the context of this Placement.
PAST INTERESTED PERSON TRANSACTIONS
(a)

Advances from Shareholders to the PRC Subsidiaries
Pursuant to the Trust Arrangements and the Deed of Confirmation, between FY2009 to FY2011,
our Executive Chairman and Managing Director Tan Hoe San, and our Non-Executive Director
Fan Yi Ru, had previously advanced an aggregate sum of RMB132,035,701 to the PRC
Subsidiaries to fund the acquisition of land use rights and property development in the PRC. The
advances were made in proportion to Tan Hoe San and Fan Yi Ru’s respective shareholdings in
Jumbo Equity, were interest-free, unsecured, carried no fixed terms of repayment, and was not
carried out on an arm’s length basis.
On 30 September 2011, Tan Hoe San and Fan Yi Ru executed the Letter of Waiver to waive their
rights and control over the loan amount of RMB132,035,701, and irrevocably agreed that they
shall have no right of repayment in respect of these loans. According to the terms of the Letter of
Waiver, the PRC Subsidiaries have the unilateral right to assign the advances to any of the other
subsidiaries of our Group. The waiver shall take place in 3 tranches of 20%, 30% and 50% in
FY2013, FY2014, and FY2015 respectively, and is subject to amendment by the PRC
Subsidiaries with the approval of the Group’s non-interested Directors.
Under PRC tax laws, the waiver has a potential tax impact of up to RMB33.0 million on our
Company. As such, on 10 January 2012, Tan Hoe San and Fan Yi Ru executed a letter of
undertaking pursuant to which they provided an undertaking to provide an interest-free loan of up
to RMB33.0 million to our Group in the event that our Group does not have sufficient funds to pay
such income tax, or our Group’s operation and cash flows are affected by such income tax
payment. The undertaking shall cease after the full income tax payable are settled. This loan will
be interest-free, unsecured, with no fixed terms of repayment. Our Group will use part of the
proceeds from our property development projects including Singapore Garden and Royal
Waterhouse and other future projects to repay the loan to Tan Hoe San and Fan Yi Ru. Remittance
and repayment of the loan (if provided) will be carried out in the PRC.
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The amount owed by the PRC Subsidiaries to Tan Hoe San and Fan Yi Ru in the Relevant Period
are as follows:

(RMB’000)

FY2009

As at the end of
FY2011
(pre
waiver)
FY2010

Amount advanced to Gangyuan
Property

20,682

32,422

42,010

—

—

Amount advanced to Tianhu Land

60,618

71,176

73,526

—

—

Amount advanced to Gangyuan
Tuowei

—

—

16,000

—

—

Amount advanced to Xiamen Yida

—

—

500

—

—

FY2011
(post
waiver)(1)

As at the
Latest
Practicable
Date

Note:
(1)

From an accounting perspective, the waiver of the advances of RMB132,035,701 is fully recognised in FY2011 even
though the advances will be waived within a period of four years.

The largest aggregate amount outstanding during the Relevant Period was RMB132,035,701.
We do not expect to enter into similar transactions with Tan Hoe San, Fan Yi Ru, or any other
Interested Person in the future following our admission to the Catalist.
(b)

Advances from Shareholders to Jumbo Equity
In 2011, our Executive Chairman and Managing Director Tan Hoe San, and our Non-Executive
Director Fan Yi Ru, had advanced a sum of US$100,000 to Jumbo Equity for the acquisition of
Xiamen Yida from Ever Thrive International. The advances were made in proportion to Tan Hoe
San and Fan Yi Ru’s respective shareholdings in Jumbo Equity, were interest-free, unsecured,
carried no fixed terms of repayment, and were not carried out on an arm’s length basis. The
largest amount outstanding during the Relevant Period was US$100,000.
On 30 September 2011, Tan Hoe San and Fan Yi Ru capitalized the loan of US$100,000 into
10,000 new shares of Jumbo Equity. We do not expect to enter into similar transactions with Tan
Hoe San, Fan Yi Ru, or any other Interested Person in the future following our admission to the
Catalist.

(c)

Loan from Gangyuan Property and Tianhu Land to Xu Chang Jinhe Zhi Ye Co., Ltd. (許昌金河置
業有限公司) (“Xu Chang Jinhe”)
From 2009 to 2010, Gangyuan Property and Tianhu Land had provided loans of an aggregate
sum of RMB1.2 million and RMB100,000 respectively to Xu Chang Jinhe. Xu Chang Jinhe is a
company incorporated in the PRC and was then wholly-owned by Chen Hai Yan, the sister-in-law
of our Executive Chairman and Managing Director, Tan Hoe San. The loans were interest-free and
unsecured with no fixed terms of repayment accordingly, and were not carried out on an arm’s
length basis. As of 30 September 2011, the loan amount has been fully settled.
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The aggregate amount owed by Xu Chang Jinhe to Gangyuan Property and Tianhu Land in the
Relevant Period are as follows:

(RMB’000)
Amount outstanding from Xu
Chang Jinhe

FY2009

As at the end of
FY2010

FY2011

As at Latest
Practicable Date

—

500

—

—

The largest amount outstanding during the Relevant Period was RMB1.2 million.
We do not expect to enter into similar transactions with Xu Chang Jinhe, or any other Interested
Person in the future following our admission to the Catalist.
ON-GOING INTERESTED PERSON TRANSACTIONS
From June 2011 to the Latest Practicable Date, our Executive Chairman and Managing Director, Tan
Hoe San has advanced an aggregate sum of approximately S$1,350,000 to Jumbo Equity for the
payment of the Listing expenses. As most of the Group’s cash was in RMB held in the accounts of the
PRC Subsidiaries, the advances were made in Singapore dollars to facilitate the ease of payment of
the Listing expenses which were primarily in Singapore dollars and to minimise the foreign exchange
exposure of the Group. The advances were interest-free, unsecured, carried no fixed terms of
repayment accordingly, and our Directors are of the view that such advances are not prejudicial to the
interests of our Company and our minority Shareholders. The Company will use part of the proceeds
from the Placement to repay the said advances. The amounts advanced by Tan Hoe San to Jumbo
Equity are set out as follows:

(S$’000)

As at the end of FY2011

From 1 October 2011 to the
Latest Practicable Date

161

1,189

Amount advanced to Jumbo Equity

The amount outstanding as at the Latest Practicable Date was approximately S$1,350,000.
The largest amount outstanding during the Relevant Period was approximately S$1,350,000.
We do not expect to enter into similar transactions with Tan Hoe San or any other Interested Person
in the future following our admission to the Catalist.
CHAPTER 9 OF THE CATALIST RULES
Under Chapter 9 of the Catalist Rules, where a listed company or any of its subsidiaries or associated
companies over which the listed company has control (other than a subsidiary or associated company
that is listed on a foreign stock exchange) proposes to enter into a transaction with the listed company’s
interested persons, shareholders’ approval and/or an immediate announcement is required in respect
of the transaction if the value of the transaction is equal to or exceeds certain financial threshold. In
particular, shareholders’ approval is required where the value of such transaction is not below
S$100,000 and is:
(a)

equal to or more than 5% of the latest audited NTA of the listed company; or

(b)

equal to or more than 5% of the latest audited NTA of the listed company, when aggregated with
other transactions entered into with the same interested person during the same financial year.
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Under the Catalist Rules:
(a)

the term “interested person” is defined to mean a director, chief executive officer, or controlling
shareholder of the listed company or an associate of any such director, chief executive officer or
controlling shareholder; and

(b)

the term “associate” is defined to mean:
(i)

(ii)

in relation to any director, chief executive officer, substantial shareholder or controlling
shareholder (being an individual):
(1)

his immediate family;

(2)

the trustee of any trust of which he and his immediate family is a beneficiary or, in the
case of a discretionary trust, is a discretionary object; and

(3)

any company in which he and his immediate family (that is, the spouse, child, adopted
child, step child, sibling or parent) together (directly or indirectly) have an interest of
30% or more; and

in relation to a substantial shareholder or a controlling shareholder (being a company)
means any other company which is its subsidiary or holding company or is a subsidiary of
such holding company or one in the equity of which it and/or such other company or
companies taken together (directly or indirectly) have an interest of 30% or more.

GUIDELINES AND REVIEW PROCEDURES FOR ON-GOING AND FUTURE INTERESTED
PERSON TRANSACTIONS
Our Audit Committee will review and approve all Interested Person Transactions to ensure that they are
on normal commercial terms and on an arm’s length basis, that is, the transactions are transacted in
terms and prices not more favourable to the Interested Persons than if they were transacted with a third
party and are not prejudicial to the interests of our Group or our Shareholders in any way.
To ensure that all future Interested Person Transactions are carried out on normal commercial terms
and will not be prejudicial to the interests of our Group or our minority Shareholders, the following
procedures will be implemented by our Group:
(a)

when purchasing any products or engaging any services from an Interested Person, two other
quotations from non-interested persons will be obtained for comparison to ensure that the
interests of our Group or our minority Shareholders are not disadvantaged. The purchase price or
fee for the products or services shall not be higher than the most competitive price or fee of the
two other quotations from non-interested persons. In determining the most competitive price or
fee, all pertinent factors, including but not limited to quality, requirements, specifications, delivery
time and track record will be taken into consideration;

(b)

when selling any products or supplying any services to an Interested Person, the price or fee and
terms of two other successful transactions of a similar nature with non-interested persons will be
used as comparison to ensure that the interests of our Group or our minority Shareholders are not
disadvantaged. The price or fee for the supply of products or services shall not be lower than the
lowest price or fee of the two other successful transactions with non-interested persons;
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(c)

when renting properties from or to an Interested Person, appropriate steps will be taken to ensure
that such rent is matched with prevailing market rates, including adopting measures such as
making relevant enquiries with landlords of similar properties and obtaining suitable reports or
reviews published by property agents (where necessary). The rent payable shall be based on the
most competitive market rental rates of similar properties in terms of size and location, based on
the results of the relevant enquiries;

(d)

where it is not possible to compare against the terms of other transactions with unrelated third
parties and given that the products and/or services may be purchased only from an Interested
Person, the Interested Person Transaction will be approved by our Audit Committee and our Chief
Financial Officer, who has no interest in the transaction, in accordance with our Group’s usual
business practices and policies. In determining the transaction price payable to the Interested
Person for such products and/or service, factors such as, but not limited to, quantity, requirements
and specifications will be taken into account; and

(e)

in addition, we shall monitor all Interested Person Transactions entered into by us and categorise
these transactions as follows:
(i)

a Category 1 Interested Person Transaction is one where the value thereof is in excess of
3.0% of the NTA of our Group; and

(ii)

a Category 2 Interested Person Transaction is one where the value thereof is below or equal
to 3.0% of the NTA of our Group.

All Category 1 Interested Person Transactions must be approved by our Audit Committee prior to entry
whereas Category 2 Interested Person Transactions need not be approved by our Audit Committee
prior to entry but shall be reviewed on a quarterly basis by our Audit Committee.
Our Audit Committee will review all Interested Person Transactions, if any, on a quarterly basis to
ensure that they are carried out on an arm’s length basis and in accordance with the procedures
outlined above. It will take into account all relevant non-quantitative factors. In the event that a member
of our Audit Committee is interested in any such transaction, he will abstain from participating in the
review and approval process in relation to that particular transaction.
Our Company shall prepare all the relevant information to assist the Audit Committee in its review and
will keep a register to record all Interested Persons Transactions. The register shall also record the
basis for entry into the transactions, including the quotations and other evidence obtained to support
such basis.
Disclosure will be made in our Company’s annual report of the aggregate value of Interested Person
Transactions during the relevant financial year under review and in the subsequent annual reports for
the subsequent financial years of our Company.
Internal auditors will be appointed and their internal audit plan will incorporate a review of all the
Interested Person Transactions at least on an annual basis. The internal audit report will be reviewed
by the Audit Committee to ascertain whether the guidelines and procedures established to monitor
Interested Person Transactions have been compiled with.
The Audit Committee shall also review from time to time such guidelines and procedures to determine
if they are adequate and/or commercially practicable in ensuring that Interested Person Transactions
are conducted on normal commercial terms, on an arm’s length basis and do not prejudice our interests
and the interests of our Shareholders. Further, if during these periodic reviews by the Audit Committee,
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the Audit Committee is of the opinion that the guidelines and procedures as stated above are not
sufficient to ensure that Interested Person Transactions will be on normal commercial terms, on an
arm’s length basis and not prejudicial to our interests and the interests of our Shareholders, the Audit
Committee will adopt such new guidelines and review procedures for future Interested Person
Transactions as may be appropriate.
In addition, our Audit Committee will include the review of Interested Person Transactions as part of the
standard procedures while examining the adequacy of our internal controls. Our Board will also ensure
that all disclosure, approval and other requirements on Interested Person Transactions, including those
required by prevailing legislation, the Catalist Rules and accounting standards, are complied with. In
addition, such transactions will also be subject to Shareholders’ approval if required by the Catalist
Rules.
POTENTIAL CONFLICT OF INTERESTS
Save as disclosed in the sections entitled “Interested Person Transactions” and “Restructuring
Exercise” of this Offer Document, none of our Directors, Executive Officers, Controlling Shareholders
or any of their Associates has an interest, direct or indirect:
(a)

in any transaction to which our Group was or is to be a party;

(b)

in any entity carrying on the same business or dealing in similar services which competes
materially and directly with the existing business of our Group; and

(c)

in any enterprise or company that is our Group’s customer or supplier of goods and services.

Save as disclosed in the sections entitled “Interested Person Transactions” and “Directors,
Management and Staff — Service Agreement” of this Offer Document, none of our Directors has any
interest in any existing contract or arrangement which is significant in relation to the business of our
Company and our subsidiaries, taken as a whole.
INTERESTS OF MANAGER, SPONSOR AND PLACEMENT AGENT
In the reasonable opinion of our Directors, save as disclosed below and in the section entitled “General
and Statutory Information — Management and Placement Arrangement” of this Offer Document, our
Company does not have any material relationship with the Manager, Sponsor and Placement Agent or
any other financial adviser in relation to the Placement:
(a)

PPCF is the Manager, Sponsor and Placement Agent in relation to the Listing;

(b)

PPCF will be the continuing Sponsor of our Company for a period of three (3) years from the date
our Company is admitted and listed on Catalist; and

(c)

Pursuant to the Management Agreement and as part of PPCF’s management fees as the
Manager, Sponsor and Placement Agent, our Company will issue and allot 2,533,000 new Shares
to PPCF, representing 1.75% of the issued share capital of our Company post-Placement, at the
Placement Price for each PPCF Share. Upon completion of the relevant moratorium periods as
set out in the section entitled “Share Capital — Moratorium” of this Offer Document, PPCF will
dispose its relevant shareholding interests in our Company at its discretion.
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INTERESTS OF EXPERTS
No expert is interested, directly or indirectly, in the promotion of, or in any property or assets which
have, within the two (2) years preceding the date of this Offer Document, been acquired or disposed
of by or leased to our Company or our subsidiaries or are proposed to be acquired or disposed of by
or leased to our Company or our subsidiaries.
No expert is employed on a contingent basis by our Company or our subsidiaries; or has a material
interest, whether direct or indirect, in our Shares or the shares of our subsidiaries; or has a material
economic interest, whether direct or indirect, in our Company, including an interest in the success of the
Placement.
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MANAGEMENT REPORTING STRUCTURE
Our management reporting structure is as follows:

Board of Directors

Executive Chairman and
Managing Director
Tan Hoe San

Chief Financial Officer
Wee Liang Hiam

General Manager
Zhong Ma Ming

Financial Controller
Fu Zi Cong

Deputy General Manager
Luo Deng Xiao

DIRECTORS
Our Board of Directors is entrusted with the responsibility for the overall management of our Group. The
particulars of each of our Directors are set out below:

Name

Age

Address

Country of
Principal
Residence

Designation/
Principal
Occupation

Tan Hoe San

37

Block 109 Potong Pasir
Avenue 1, #02-526
Singapore 350109

PRC

Executive Chairman
and Managing
Director

Fan Yi Ru

36

Block 109 Potong Pasir
Avenue 1, #02-526
Singapore 350109

PRC

Non-Executive
Director

Foong Daw Ching

61

3 Amber Gardens #15-09
One Amber
Singapore 439972

Singapore

Lead Independent
Director/Certified
Public Accountant

Low Wai Cheong

44

Block 52 Strathmore
Avenue, #14-243
Singapore 141052

Singapore

Independent
Director/Advocate
and Solicitor
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The business and working experience and areas of responsibility of our Directors are set out below:
Tan Hoe San
Tan Hoe San is our Executive Chairman and Managing Director and was appointed to the Board of our
Company on 20 October 2011. Tan Hoe San founded our Group in August 2008, when he ventured into
the property development business in Fuling. Prior to this, he was the deputy general manager of
Zhangzhou Golden River Estate Development Co., Ltd. (漳州金河房地產開發有限公司) from April 2006
to July 2008, where he was in charge of the development of Golden River Square. He was the deputy
general manager of Zhangzhou City Gaohui Property Development Co., Ltd. (漳州高輝房地產開發有限
公司) from April 2004 to April 2005, where he was in charge of the development of Gaohui Apartment.
From April 2006 to September 2011, he was the executive director of Fun Corp. From April 2006 to July
2008, he was the deputy general manager of Fun Corp.
From May 2005 to March 2006, he was an assistant operation trainer in Hang Ten Enterprises Pte. Ltd..
From April 2001 to October 2003, he worked as a field service engineer in Mandarin Opto-Medic Co.
Pte. Ltd.. From December 1998 to March 2001, Tan Hoe San was the regional operation manager of
Fun Corp and responsible for the retail operations in Chongqing and Sichuan Province of the PRC. Tan
Hoe San obtained a Diploma in Manufacturing Engineering from Singapore Polytechnic in May 1996
and a Bachelor of Commerce in International Supply Chain Management from Curtin University of
Technology in September 2003.
Fan Yi Ru
Fan Yi Ru is our Non-Executive Director and was appointed to the Board of our Company on 10
January 2012. Fan Yi Ru co-founded our Group with Tan Hoe San in August 2008. From August 2008
to September 2011, Fan Yi Ru was the finance and administrative manager in our Group. Prior to that,
from October 2006 to September 2011, she was an executive director in Fun Corp. From October 2006
to December 2008, she held the position of manager in charge of finance, administration, and sales in
Fun Corp. From October 1999 to December 2000, she was also employed in Fun Corp as a sales
operations manager.
Fan Yi Ru has more than 15 years of experience in finance and sales, also having previously worked
in Philips Electronics (S) Pte. Ltd. from March 2001 to May 2006, with the last held position as an
assistant manager. She worked in Motorola Electronics (S) Pte Ltd as an order fulfilment executive from
October 1997 to September 1999. She worked in Genes Industry Pte Ltd as an administrative and
accounts executive from November 1996 to September 1997, and in Wing Tai Property Management
Pte Ltd as an assistant accounts officer from August 1995 to September 1996. Fan Yi Ru obtained a
Diploma in Accountancy from Ngee Ann Polytechnic in June 1995 and a Bachelor of Arts (Business
Administration) from Ottawa University in September 1997.
Fan Yi Ru is the spouse of our Executive Chairman and Managing Director, Tan Hoe San.
Foong Daw Ching
Foong Daw Ching is our Independent Director and was appointed to the Board of our Company on 26
March 2012. He has more than 30 years of audit experience and is the senior partner of Baker Tilly
TFW LLP. He is also the chairman of the Asia Pacific region for Baker Tilly International Limited. He was
the managing partner of Baker Tilly TFWLCL as it then was (also known as TeoFoongWongLCLoong),
an audit firm in Singapore until March 2010. Between 1979 and 1985, he was an audit senior and
subsequently an audit manager with Price Waterhouse Singapore, an international audit firm.
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Thereafter, he joined TeoFoongWongLCLoong as one of the founding partners. He is a Fellow of the
Institute of Chartered Accountants in England and Wales, a Fellow of the Institute of Certified Public
Accountants of Singapore and a Fellow of CPA Australia. He is also an independent director and the
chairman of the audit committee of Medi-Flex Limited, Travelite Holdings Ltd. and Reyphon Agriceutical
Limited, all of which are companies listed on the SGX-ST. Foong Daw Ching was awarded the Merit
Service Award by the Institute of Certified Public Accountants of Singapore in 2000, and a Public
Service Medal (Pingat Bakti Masyarakat) by the President of Singapore in 2003.
Low Wai Cheong
Low Wai Cheong is our Independent Director and was appointed to the Board of our Company on 26
March 2012. He has been an equity partner of Chris Chong & C T Ho Partnership since April 2004, and
is currently the partner in charge of the firm’s corporate and securities practice. He is also involved in
the overall management and business direction of the firm as part of the firm’s executive committee.
Prior to that, Low Wai Cheong was at Yeo-Leong & Peh LLC (formerly known as Yeo-Leong & Peh) from
1994 to 2004, where he was head of its China Desk and corporate department. He is also an
independent director and chairman of the remuneration and nomination committees of China Fibretech
Limited, a company listed on the SGX-ST.
Rule 406(3)(a) of the Catalist Rules states that as a pre-quotation disclosure requirement, a listing
applicant must release a statement (via SGXNET or in the offer document) identifying for each director,
whether the person has prior experience (and what) or, if the director has no prior experience as a
director of a listed company, whether the person has undertaken training in the roles and
responsibilities of a director of a listed company. With regard to Rule 406(3)(a) of the Catalist Rules, two
of our Directors, Foong Daw Ching and Low Wai Cheong, have prior and current experience as
directors of other public listed companies in Singapore, and are familiar with the roles and
responsibilities of a director of a public listed company in Singapore.
Our other Directors, Tan Hoe San and Fan Yi Ru had attended the relevant directors’ course organised
by the Singapore Institute of Directors on 11 January 2012 to familiarise themselves with the roles and
responsibilities of a director of a public listed company in Singapore.
Save as disclosed in this section and in the section entitled “Shareholders — Shareholding and
Ownership Structure” of this Offer Document, none of our Directors are related to each other, our
Executive Officers or our Substantial Shareholders.
Our Independent Directors do not have any existing business or professional relationship of a material
nature with our Group, our Directors or Substantial Shareholders.
The list of present and past directorships of each Director over the last five (5) years preceding the date
of this Offer Document, excluding the directorships held in our Company, is set out below:
Name

Present Directorships

Past Directorships

Tan Hoe San

Group Companies
Jumbo Equity
Xiamen Yida

Group Companies
—

Other Companies
Super Vantage Investment
Ever Thrive International

Other Companies
Fun Corp
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Name

Present Directorships

Past Directorships

Fan Yi Ru

Group Companies
—

Group Companies
—

Other Companies
Able Lead International

Other Companies
Fun Corp

Group Companies
—

Group Companies
—

Other Companies
Medi-Flex Limited
St Luke’s Elder Care Ltd
St Luke’s Hospital Ltd
Travelite Holdings Ltd
Reyphon Agriceutical Ltd
Jurong Health Services Pte Ltd
Baker Tilly International Limited
NUHS Fund Limited

Other Companies
TFW Management Services Pte Ltd
SIM East Asia Ltd
Baker Tilly Consultancy (Singapore)
Pte Ltd
Evangelical Fellowship Of Singapore
Ltd
Christian Columbarium Pte Ltd
Beston Kim Lun Pte Ltd

Group Companies
—

Group Companies
—

Other Companies
China Fibretech Limited
1Degreenorth Pte Ltd
Numascale Asia Pte Ltd
Sxven Pte Ltd (in the process
of being struck off as a dormant
company)
Legallex International Alliance Pte
Ltd

Other Companies
Asia Environment Holdings Limited
China Foodzart International Private
Limited
Beauty China Holdings Limited
East Dawn Solar Energy Tech Pte Ltd
Birkhall Capital Inc
Amazing Kidz Limited

Foong Daw Ching

Low Wai Cheong

EXECUTIVE OFFICERS
The day-to-day operations are entrusted to our Executive Directors who are assisted by an experienced
and qualified team of Executive Officers. The particulars of our Executive Officers are set out below:

Name

Age

Country of
Principal
Residence

Address

Designation

Wee Liang Hiam

49

25 Hillview Avenue
#05-06, Singapore 669558

Singapore

Chief Financial
Officer

Zhong Ma Ming

51

3189 Zhongzhai Village
Heshan Town, Huli District
Xiamen, Fujian Province
(福建省厦門市湖裏區禾山鎮
鐘宅村 3189號)

PRC

General Manager
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Name

Age

Address

Country of
Principal
Residence

Designation

Fu Zi Cong

54

8A, 501 Bailuzhou Road
Siming District, Xiamen
Fujian Province
(福建省厦門市思明區白鷺洲
路 501號 8A)

PRC

Financial Controller

Luo Deng Xiao

48

39 Jianfu Road, Fuling
District, Chongqing
(重慶市涪陵區建涪路 39號)

PRC

Deputy General
Manager

The business and working experience and areas of responsibility of our Executive Officers are set out
below:
Wee Liang Hiam
Wee Liang Hiam was appointed as our Chief Financial Officer on 1 August 2011 and as our Company
Secretary on 10 January 2012. He has over 20 years of accounting and finance experience and was
previously an executive director of Friven & Co. Ltd from June 2009 to March 2011. For the period from
2004 to 2008, he had been the chief financial officer of AGVA Corporation Limited, Asia Cable Holdings
Pte Ltd, Alantac Technology Limited and Jishan Holdings Limited (now known as China Jishan Holdings
Limited), all of which are public companies listed on the SGX-ST. Between August 2001 and May 2004,
he was the group financial controller and director of Excelpoint Technology Ltd. and its subsidiaries
respectively.
From 1999 to 2000, he was the general manager of Helen Yeo & Partners (now known as Rodyk &
Davidson), and was overall in charge of finance, human resources, staff operational matters and
information technology. From 1996 to 1999, he was a financial controller and director of Biosensors
International Pte. Ltd..
He is currently an independent director and the chairman of audit and nomination committees of Hu An
Cable Holdings Ltd and independent director and chairman of remuneration committee of China Farm
Equipment Limited both of which are public companies listed on the SGX-ST. Between June 2006 and
February 2009, he was an independent director and chairman of the audit committee of Advance
Modules Group Limited. From July 2008 to March 2011, he was a non-executive director of China Angel
Food Limited. From February 2009 to November 2011, he was also an independent director and
chairman of the audit and nomination committees of Asia Environment Holdings Ltd. All these are public
companies listed on the SGX-ST.
Wee Liang Hiam holds a Bachelor of Business Administration (Honours) and a diploma in Education
from National University of Singapore, an MBA from Nanyang Technological University and a post
graduate Diploma in personnel management with Singapore Institute of Management. He is a certified
public accountant of Singapore and an ordinary member of Singapore Institute of Management.
Zhong Ma Ming
Zhong Ma Ming is our General Manager, joining our Group in January 2009. Zhong Ma Ming has more
than 20 years of relevant experience in the PRC retail industry. He was a managing director of Fun Corp
from March 2006 to December 2008 and an executive director of Benefun from March 2006 to
December 2008, where he was in charge of their business and operation strategies in the PRC. From
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October 1989 to February 2006, he was a deputy general manager in Fun Corp, and was appointed as
its executive director in June 1997. During this time, he was responsible for project management and
development of its retail shops in the PRC.
Zhong Ma Ming was previously an executive director and general manager of Zhangzhou City Gaohui
Property Development Co., Ltd. (漳州高輝房地產開發有限公司) from March 2004 to December 2005,
and Zhangzhou Golden River Consultancy and Property Management Co., Ltd. (漳州金河顧問與物業
有限公司) from May 2008 to June 2009. Zhong Ma Ming is currently an executive director of Xiamen
Jinzhongyuan Trading Development Co., Ltd. (厦門市金中園工貿發展有限公司). He was an executive
director of Xiamen Xiangyu Presto Co., Ltd. (厦門象嶼波士托貿易有限公司) from July 1996 to August
2008.
Zhong Ma Ming was also a Member of the Sixth Committee of the Chinese People’s Political
Consultative Conference in Huli District, Xiamen (中國人民政治協商會議厦門市湖裏區第六届委員會委
員).
Zhong Ma Ming is the distant uncle of Tan Hoe San.
Fu Zi Cong
Fu Zi Cong is our Financial Controller, and has more than 20 years of accounting and finance
experience. Prior to joining our Group in January 2009, he was an executive director and financial
controller of Benefun from June 1997 to December 2008, where he had worked from 1989 to 2008. He
was also an executive director of Fun Corp from June 1997 to May 2010, and their financial controller
from June 1989 to December 2008.
Fu Zi Cong was an executive director of Xiamen Xiangyu Presto Trading Co., Ltd. from July 1996 to
August 2008. He was employed in a state owned enterprise, Xiamen City Sugar, Cigarette and Alcohol
Co., Ltd. (厦門糖烟酒公司) in the finance department from 1975 to 1989. Fu Zi Cong graduated with a
Diploma in Business Accounting in Fujian Radio and Television University (福建广播电视大學) in July
1986.
Luo Deng Xiao
Luo Deng Xiao is our Deputy General Manager and joined our Group in August 2008. Prior to that, from
April 1992 to July 2008, he was a superintendent in Fuling Iron Alloy Plant (涪陵鐵合金廠) in charge of
operations, administrative matters, human resources and finance matters, where he held the position
of head of technical department. Luo Deng Xiao was also a planning executive in Sichuan Automobile
Factory (四川汽車制造廠) from July 1983 to March 1992, where he was in charge of its production plans
and supervised the production departments. Luo Deng Xiao has a Diploma in Economic Management
from the Party School of the Central Committee of the Communist Party of China (中共中央党校) in
June 2000.
Save as disclosed in this section and the section entitled “Shareholders — Shareholding and
Ownership Structure” of this Offer Document, there is no family relationship between any of our
Directors and/or Executive Officers, or between any of our Directors, Executive Officers and Substantial
Shareholders.
To the best of our knowledge, there is no arrangement or understanding with any of our Substantial
Shareholders, customers, suppliers or any other person, pursuant to which we will appoint any of them
or any person nominated by any of them as our Director or Executive Officer.
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The list of present and past directorships of each Executive Officer over the last five (5) years preceding
the date of this Offer Document, excluding those held in our Company, is set out below:
Name

Present Directorships

Past Directorships

Wee Liang Hiam

Group Companies
—

Group Companies
—

Other Companies
Hu An Cable Holdings Ltd
China Farm Equipment Limited
Fine Year (Singapore) Pte Ltd
Fine Year Investment Limited

Other Companies
Advance Modules Group Limited
China Angel Food Limited
Asia Environment Holdings Limited
Friven & Co. Ltd.
Friven Asia Productions Pte Ltd
Friven & Co. Singapore Pte Ltd
Friven & Co Retail Pte Ltd
Friven & Co. Distribution Pte Ltd
Eagleton Sourcing Limited
Friven & Co Lifestyle Sdn Bhd
Friven Malaysia Sdn Bhd

Group Companies
Gangyuan Property
Tianhu Land

Group Companies
Gangyuan Tuowei

Other Companies
Xiamen Jinzhongyuan Trading
Development Co., Ltd.
(厦門市金中園工貿發展有限公司)

Other Companies
Benefun
Fun Corp
Xiamen Xiangyu Presto Trading Co., Ltd.
(厦門象嶼波士托貿易有限公司)
Zhangzhou Golden River Consultancy
and Property Management Co., Ltd.
(漳州金河顧問與物業有限公司)

Group Companies
Gangyuan Tuowei

Group Companies
—

Other Companies
—

Other Companies
Benefun
Fun Corp
Xiamen Xiangyu Presto Trading Co., Ltd.
(厦門象嶼波士托貿易有限公司)

Group Companies
—

Group Companies
—

Other Companies
—

Other Companies
—

Zhong Ma Ming

Fu Zi Cong

Luo Deng Xiao
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EMPLOYEES
As at the Latest Practicable Date, we have 25 employees. The management of our Group is of the
opinion that dedicated and efficient employees are instrumental to its success. The management of our
Group enjoys a good working relationship with its employees. Employees of our Group do not belong
to any organised union. Our Group maintains a cordial relationship with its employees, and there have
not been any industrial disputes in the past.
The functional distribution of our Group’s full-time employees as at the end of FY2009, FY2010 and
FY2011 and as at the Latest Practicable Date are as follows:

FY2009

FY2010

FY2011

As at the
Latest
Practicable
Date

Management Staff (管理人員)

6

6

5

5

General Management Office (總經理辦公室)

1

1

1

1

Construction/Engineering Department (工程部)

3

3

4

4

Finance Department (財務部)

2

2

2

2

Sales Department (銷售部)

0

8

4

4

Property Service Department (物業部)

0

0

10

9

12

20

26

25

Function

Total

The number of full-time staff that we employ is not subject to any significant seasonal fluctuation and
we do not employ any temporary employees.
Other than amounts set aside or accrued in respect of mandatory employee funds, we have not set
aside or accrued any amount of money to provide for pension, retirement or similar benefits to our
employees.
Our employees are not covered by any collective bargaining agreements and are not unionised. The
relationship and co-operation between the management and staff have been good and are expected
to continue and remain as such in the future. There have not been any incidents of work stoppages or
labour disputes which affected our operations.
CORPORATE GOVERNANCE
Corporate governance refers to the processes and structure by which the business and affairs of a
company are directed and managed, in order to enhance long-term shareholder value through
enhancing corporate performance and accountability. Good corporate governance therefore embodies
both enterprise (performance) and accountability (conformance).
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Our Directors recognise the importance of corporate governance and the offering of high standards of
accountability to our Shareholders, and will endeavour to comply with the recommendations set out in
the Code of Corporate Governance 2005. As a result, our Company has implemented the corporate
governance model as set out below:

Board of Directors

Audit
Committee

Remuneration
Committee

Nominating
Committee

Chairman
Foong Daw Ching

Chairman
Low Wai Cheong

Chairman
Low Wai Cheong

Members
Low Wai Cheong
Fan Yi Ru

Members
Foong Daw Ching
Fan Yi Ru

Members
Foong Daw Ching
Tan Hoe San

Based on the above, our Directors are of the view that there are sufficient safeguards and checks to
ensure that the process of decision-making by our Board is independent and based on collective
decision-making without our Executive Chairman being able to exercise considerable power or
influence.
Board of Directors
Our Articles of Association provide that our Board will consist of not less than one (1) Director.
We currently have four Directors on our Board, comprising one Managing Director, one Non-Executive
Director and two Independent Directors.
Save for Tan Hoe San, our Executive Chairman and Managing Director, none of our Directors are
appointed for any fixed term, and each Director shall retire from office at least once every three (3)
years. Directors who retire are eligible to stand for re-election.
Audit Committee
Our Audit Committee, represented in the chart above, comprises of Foong Daw Ching, Low Wai
Cheong, and Fan Yi Ru. The Chairman of our Audit Committee is Foong Daw Ching.
The Audit Committee will assist our Board of Directors with regards to discharging its responsibility to
safeguard our Company’s assets, maintain adequate accounting records, and develop and maintain
effective systems of internal controls with an overall objective to ensure that our management has
created and maintained an effective control environment in our Company, and that our management
demonstrates and stimulates the necessary aspects of our Group’s internal control structure among all
parties.
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Our Directors recognise the importance of corporate governance and the offering of high standards of
accountability to the Shareholders of our Company. Our Audit Committee will meet periodically to
discuss and review the following (non-exhaustive) functions where applicable:
(a)

review with the external auditors the audit plan, their evaluation of the system of internal controls,
their audit report, their management letter and our management’s response;

(b)

review with the internal auditors the internal audit plan and their evaluation of the adequacy of our
internal control and accounting system before submission of the results of such review to our
Board for approval prior to the incorporation of such results in our annual report;

(c)

review the financial statements before submission to our Board for approval, focusing in
particular, on changes in accounting policies and practices, major risk areas, significant
adjustments resulting from the audit, the going concern statement, compliance with accounting
standards as well as compliance with any stock exchange and statutory/regulatory requirements;

(d)

review the internal control and procedures and ensure co-ordination between the external
auditors and our management, reviewing the assistance given by our management to the
auditors, and discuss problems and concerns, if any, arising from the interim and final audits, and
any matters which the auditors may wish to discuss (in the absence of our management where
necessary);

(e)

review and discuss with the external auditors any suspected fraud or irregularity, or suspected
infringement of any relevant laws, rules or regulations, which has or is likely to have a material
impact on our Group’s operating results or financial position, and our management’s response;

(f)

review and approve interested person transactions and review procedures thereof;

(g)

review potential conflicts of interest (if any) and to set out a framework to resolve or mitigate any
potential conflicts of interests;

(h)

conduct periodic review of foreign exchange transactions and hedging policies (if any) undertaken
by our Group;

(i)

consider the appointment or re-appointment of the external auditors and matters relating to
resignation or dismissal of the auditors;

(j)

review our Group’s compliance with such functions and duties as may be required under the
relevant statutes or the Catalist Rules, including such amendments made thereto from time to
time;

(k)

undertake such other reviews and projects as may be requested by our Board of Directors and
report to our Board its findings from time to time on matters arising and requiring the attention of
our Audit Committee;

(l)

review at least annually our Group’s key financial risk areas, with a view to providing an
independent oversight on our Group’s financial reporting, the outcome of such review to be
disclosed in the annual reports of our Company or, where the findings are material, to announce
such material findings immediately via SGXNET; and

(m) review and sight all resignation and authorisation letters of the legal representatives of the PRC
Subsidiaries which have been signed in advance and such letters shall be held in custody by the
Company Secretaries.
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In addition, we have adopted the following procedures in respect of any change of the Legal
Representatives of our PRC Subsidiaries:
(a)

each of our PRC Subsidiaries’ articles of association permits the shareholders of the relevant
PRC Subsidiaries to have the power to remove the respective Legal Representative, and the
Legal Representatives shall not be able to object to such removal;

(b)

a resignation letter, and an authorisation letter which grants the new Legal Representative the
power to effect the necessary changes with the local authorities, has been signed in advance by
the current Legal Representative of each of our PRC Subsidiaries. All subsequent appointment of
the Legal Representatives will also have resignation and authorisation letters signed in advance.
Our Group’s Company Secretaries shall have custody of these resignation and authorisation
letters;

(c)

it is part of the Audit Committee’s responsibility to sight and review at least annually all resignation
and authorisation letters of the Legal Representatives of our PRC Subsidiaries which have been
signed in advance; and

(d)

currently, to operate our PRC bank accounts, two seals are needed; a finance seal held by the
Legal Representative, and a personal seal held by our Executive Chairman and Managing
Director, Tan Hoe San. In the case of Xiamen Yida where Tan Hoe San is also the Legal
Representative, the finance seal is held by our Financial Controller, Fu Zi Cong. Such an
arrangement allows us to segregate the custody of the two seals to ensure better protection for
our Group’s cash and assets. Our Audit Committee will monitor and periodically review this
system to ensure its effectiveness and robustness.

Our Audit Committee shall also commission an annual internal controls audit until such time as our
Audit Committee is satisfied that our Group’s internal controls are robust and effective enough to
mitigate our Group’s internal control weaknesses (if any). Prior to the decommissioning of such annual
internal controls audit, our Board is required to report to the SGX-ST and the Sponsor on how the key
internal control weaknesses have been rectified, and the basis for the Audit Committee’s decision to
decommission the annual internal controls audit. Thereafter, such audits may be initiated by our Audit
Committee as and when it deems fit to satisfy itself that our Group’s internal controls remain robust and
effective.
Upon completion of the internal controls audit, appropriate disclosure must be made via SGXNET on
any material, price-sensitive internal controls weaknesses and any follow-up actions to be taken by the
Board.
Our Directors, with the concurrence of the Audit Committee, are of the opinion that the internal controls
of our Group are adequate to address our financial, operational and compliance risks.
In connection with the Listing, our Chief Financial Officer Wee Liang Hiam has worked closely with the
Independent Auditors and Reporting Accountants in the preparation of the financial statements of our
Group, and has provided, verified and substantiated operational information to the Independent
Auditors and Reporting Accountants and the working group based on his knowledge of our Group’s
operations, accounting policies and financial position. Wee Liang Hiam had also worked closely with
the internal auditors appointed to review the internal controls of our Group as part of the preparation
of the Listing, reviewed their internal audit report and recommendations and was involved in the
implementation of their recommendations. Through his close involvement in the preparation of the
Listing, Wee Liang Hiam taking into account of the feedback from the external and internal auditors of
the Group, is of the opinion that our Group’s financial records are free of material misstatements, and
he is not aware of any significant weakness in the controls of our Group.
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The Audit Committee having (i) conducted an interview with Wee Liang Hiam; (ii) considered the
qualifications and past working experience of Wee Liang Hiam (as described in the section entitled
“Directors, Management and Staff — Executive Officers” of this Offer Document); (iii) observed his
abilities, familiarity and diligence in relation to the financial matters and information of our Group, and
(iv) noted the absence of any negative feedback from the reporting accountants and internal auditors,
is of the view that Wee Liang Hiam is suitable for the position of Chief Financial Officer.
Wee Liang Hiam, as the Chief Financial Officer has also provided an undertaking to our Board of
Directors that (i) he will spend at least 75% of his time in the PRC or more, if required by the Company
and is able to devote sufficient time to discharge his duties and responsibilities as the Chief Financial
Officer of our Group, notwithstanding that he is also an independent director of two other public
companies listed on the SGX-ST (the “Mainboard Companies”); and (ii) he will not be taking up any
new directorships in any other listed companies during the tenure of his employment.
Having considered the following, the Audit Committee and our sponsor, PPCF are of the opinion that
Wee Liang Hiam is able to discharge his duties and responsibilities as the Chief Financial Officer of our
Group, notwithstanding that he is also an independent director of two other Mainboard Companies:
(a)

Wee Liang Hiam has provided an undertaking that he will spend at least 75% of his time in the
PRC or more, if required by the Company and is able to devote sufficient time to his role as the
Chief Financial Officer and independent director in two other Mainboard companies as his main
occupation is the Chief Financial Officer of the Group. His position in the two other Mainboard
Companies are non-executive, and as an independent board member, he does not participate in
the operational matters of the Mainboard Companies;

(b)

Wee Liang Hiam has also undertaken not to take up any new directorships in any other listed
companies during his tenure of his employment;

(c)

Prior to joining our Group, he had been a chief financial officer and executive director of another
listed company on the SGX-ST and had then demonstrated his ability and commitment to devote
sufficient time in discharging his duties concurrently as a chief financial officer as well as being an
independent and/or non-executive director of 4 other listed companies; and

(d)

The financial year end of the two other Mainboard Companies of which he is currently an
independent director are different from that of our Company.

Hence, after making all reasonable enquiries and to the best of their knowledge and belief, nothing has
come to the attention of our Audit Committee members to cause them to believe that Wee Liang Hiam
does not have the competence, character and integrity expected of a chief financial officer of a listed
company.
Apart from the duties listed above, our Audit Committee will also commission and review the findings
of internal investigations into matters where there is any suspected fraud or irregularity, or failure of
internal controls, or infringement of any Singapore law, rule or regulation which has or is likely to have
a material impact on our Company’s operating results or financial position. In the event that a member
of our Audit Committee is interested in any matter being considered by our Audit Committee, he will
abstain from reviewing that particular transaction or voting on that particular transaction.
In addition, all future transactions with related parties shall comply with the requirements of the Catalist
Rules. Our Directors shall also abstain from voting in any contract or arrangement or proposed
contract/arrangement in which he has a personal material interest.
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Remuneration Committee
Our Remuneration Committee, represented in the chart above, comprises Low Wai Cheong, Foong
Daw Ching, and Fan Yi Ru. The Chairman of our Remuneration Committee is Low Wai Cheong.
Our Remuneration Committee is responsible for the following:
(a)

to recommend to our Board a framework of remuneration for our Directors and Executive Officers,
and to determine specific remuneration packages for each Executive Director and any Chief
Executive Officer (or executive of equivalent rank), if a Chief Executive Officer is not an Executive
Director, such recommendations to be submitted for endorsement by our entire Board and should
cover all aspects of remuneration, including but not limited to Director’s fees, salaries, allowances,
bonuses, options and benefits in kind;

(b)

in the case of service contracts (if any) for any Director or Executive Officer, to consider what
compensation commitments the Directors’ or Executive Officers’ contracts of service, if any, would
entail in the event of early termination with a view to be fair and avoid rewarding poor
performance; and

(c)

in respect of any long term incentive schemes including share schemes as may be implemented,
to consider whether any Director should be eligible for benefits under such long term incentive
schemes.

Each member of our Remuneration Committee shall abstain from voting on any resolution and making
any recommendations and/or participating in any deliberations of our Remuneration Committee in
respect of matters in which he is interested.
The recommendations of our Remuneration Committee on remuneration of Directors and our Executive
Chairman and Managing Director should be submitted for endorsement by our entire Board. All aspects
of remuneration, including but not limited to Directors’ fees, salaries, allowances, bonuses, and benefits
in kind shall be covered by our Remuneration Committee.
Nominating Committee
Our Nominating Committee, represented in the chart above, comprises of Low Wai Cheong, Foong
Daw Ching and Tan Hoe San. The Chairman of our Nominating Committee is Low Wai Cheong.
The Nominating Committee is responsible for the following:
(a)

to make recommendations to the Board on all board appointments, including re-nominations,
having regard to the Director’s contribution and performance (for example, attendance,
preparedness, participation and candour) including, if applicable, as an Independent Director.
Save for the managing director of our Company, all Directors should be required to submit
themselves for re-nomination and re-election at regular intervals and at least every three (3)
years;

(b)

to determine annually whether or not a Director is independent;

(c)

in respect of a Director who has multiple Board representations on various companies, to decide
whether or not such Director is able to and has been adequately carrying out his/her duties as
Director, having regard to the competing time commitments that are faced when serving on
multiple boards;
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(d)

to review and approve any new employment of related persons and the proposed terms of their
employment; and

(e)

to decide how the Board’s performance is to be evaluated and propose objective performance
criteria, subject to the approval by the Board, which address how the Board has enhanced long
term shareholders’ value. The Board will also implement a process to be proposed by the
Nominating Committee for assessing the effectiveness of the Board as a whole and for assessing
the contribution of each individual Director to the effectiveness of the Board (if applicable).

Each member of the Nominating Committee shall abstain from voting on any resolution and making any
recommendations and/or participating in any deliberations of our Nominating Committee in respect of
the assessment of his performance or re-nomination as Director. In the event that any member of the
Nominating Committee has an interest in a matter being deliberated upon by the Nominating
Committee, he will abstain from participating in the review and approval process relating to that matter.
Board Practices
Our Directors are appointed by our Shareholders at a general meeting, and an election of Directors
takes place annually. Each Director shall retire from office once every three years and for this purpose,
at each annual general meeting, at least one-third of the Directors for the time being (or, if their number
is not a multiple of three, the number nearest to but not less than one-third) shall retire from office by
rotation (except for a managing director of our Company). A retiring Director shall be eligible for
re-election at the meeting at which he retires. Further details on the appointment and retirement of
Directors can be found in the section entitled “Extracts of Our Articles of Association” in Appendix E of
this Offer Document.
Legal Representatives of our PRC Subsidiaries
Under the PRC laws, a company is required to appoint a Legal Representative who has the sole powers
to represent, exercise rights on behalf of, and enter into binding obligations on behalf of, the company.
The information relating to the Legal Representatives of our PRC Subsidiaries are as follows:
PRC Subsidiaries

Name of Legal Representative

Nationality

Xiamen Yida

Tan Hoe San

Singaporean

Gangyuan Tuowei

Fu Zi Cong

Chinese

Tianhu Land

Zhong Ma Ming

Chinese

Gangyuan Property

Zhong Ma Ming

Chinese

The possible implications arising out of the appointment of Legal Representatives are as follows:
(a)

In the event of any future appointment or change of a Legal Representative of any of the PRC
Subsidiaries, our Group will need to comply with the relevant legal formalities and procedures in
relation to the filing of such appointment or change with the local PRC authorities;

(b)

where a PRC company wishes to replace its current Legal Representative, it is required to obtain
the relevant legal documents executed by such current Legal Representative in advance of the
appointment of the subsequent Legal Representative; and

(c)

the Legal Representative of a PRC company may have the power to unilaterally appoint or
prevent the removal of the Legal Representative of its subsidiary.
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As such, our Directors have sought advice from our PRC legal advisers, King & Wood, who confirm that
the existing articles of association of each of our PRC Subsidiaries permit the shareholders of each of
our PRC Subsidiaries to have the power to remove the respective Legal Representative, and the Legal
Representatives shall not be able to object to such removal, thus effectively giving our Company the
right to appoint and remove the Legal Representatives. For example, based on the articles of
association of Xiamen Yida, the shareholder of Xiamen Yida, Jumbo Equity (which is in turn
wholly-owned by our Company) is entitled to appoint and remove the Legal Representative of Xiamen
Yida.
Further, a resignation and authorisation letter has been signed in advance by the current Legal
Representative of each of our PRC Subsidiaries. All subsequent appointment of the Legal
Representative of any of our PRC Subsidiaries will also provide a resignation and authorisation letter
signed in advance. Our Group’s Company Secretaries shall have custody of these resignation and
authorisation letters.
The change of a Legal Representative requires the submission of a copy of a PRC company’s business
licence. When the change is approved by the relevant authority, the PRC Subsidiary shall use the
updated business licence to replace the original one. Copies of our PRC Subsidiaries’ business
licences are kept in custody by Luo Deng Xiao, our Deputy General Manager.
According to PRC laws and regulations, original copies of the business licences are required to be
placed at an eye-catching position of the residence of the PRC Subsidiaries. If the PRC Subsidiary is
found to have failed to place its business licence at an eye-catching position of its business site, the
relevant authority shall order the PRC Subsidiary to do so, and a fine ranging from RMB1,000 to
RMB5,000 may be imposed.
In the PRC, it is common practice for the seal of the Legal Representative to be used as one of the seals
for the company to operate a PRC bank account. In such a scenario, if a company’s Legal
Representative is replaced, the bank will require the previous Legal Representative to provide certain
documentation to effect the change of the Legal Representative. If the previous Legal Representative
is un-cooperative and refuses to do so, this may pose operational problems for the PRC Subsidiary.
Currently, to operate our PRC bank accounts, two seals are needed; a finance seal held by the Legal
Representative, and a personal seal held by our Executive Chairman and Managing Director, Tan Hoe
San. In the case of Xiamen Yida where Tan Hoe San is also the Legal Representative, the finance seal
is held by our Financial Controller, Fu Zi Cong. Such an arrangement allows us to segregate the
custody of the two seals to ensure better protection for our Group’s cash and assets. Our Audit
Committee will monitor and periodically review this system to ensure its effectiveness and robustness.
Our Directors are of the opinion that the abovementioned processes or procedures are adequate to
address the risks in relation to the appointments of the Legal Representatives and the impediments to
their removal. None of our Independent Directors sits on the boards of our PRC Subsidiaries.

151

DIRECTORS, MANAGEMENT AND STAFF
REMUNERATION OF DIRECTORS AND EXECUTIVE OFFICERS
The compensation paid to our Directors and our Executive Officers by our Group for FY2010 and
FY2011, and the estimated compensation to be paid to our Directors and our Executive Officers for
FY2012 by our Group (on an aggregate basis and in remuneration bands(1)(2)) are as follows:

FY2010

FY2011

FY2012
(Estimated)

Tan Hoe San

A

A

B

Fan Yi Ru

A

A

A

Foong Daw Ching

—

—

A

Low Wai Cheong

—

—

A

Wee Liang Hiam

—

—

A

Zhong Ma Ming

A

A

A

Fu Zi Cong

A

A

A

Luo Deng Xiao

A

A

A

Directors

Executive Officers

Notes:
(1) ‘A’ means between S$0 and S$250,000.
(2) ‘B’ means between S$250,000 and S$500,000.

SERVICE AGREEMENT
On 26 March 2012, our Company entered into a service agreement (the “Service Agreement”) with our
Executive Chairman and Managing Director, Tan Hoe San (the “Executive”).
The Service Agreement shall take effect from the date of admission of our Company to Catalist (the
“Commencement Date”) and shall continue for an initial period of five (5) years (the “Initial Term”).
Subsequently, the Service Agreements are automatically renewed annually unless either party gives
notice of its intention to terminate in the manner set out below. Upon the expiry of the Initial Term, the
employment of the Executive may be extended for such further period on the terms and subject to the
conditions to be agreed between the Executive and our Company unless otherwise terminated by either
party giving not less than six (6) months’ notice in writing or an amount equal to six (6) months’ salary
in lieu of notice. During the Initial Term, either party may only terminate the Service Agreement by giving
to the other party not less than six (6) months’ notice or an amount equal to six (6) months’ salary in
lieu of notice.
Notwithstanding the other provisions of the Service Agreement, our Company shall be entitled to
terminate the appointment, but without prejudice to the rights and remedies of our Company for any
breach of the Service Agreement and to the Executive’s continuing obligations under the Service
Agreement, in any of the following cases:
(a)

if the Executive is convicted or otherwise found guilty by any court of any offence involving fraud
or dishonesty;

(b)

if the Executive is convicted of any criminal offence (save for an offence under any road traffic
legislation for which he is not sentenced to any term of immediate or suspended imprisonment);

(c)

if the Executive becomes bankrupt or has a receiving order made against him or makes any
general composition with his creditors;
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(d)

if the Executive is guilty of any act or thing which may bring serious discredit on our Company or
on our Group;

(e)

if the Executive neglects or refuses, without reasonable cause, to attend to the business of our
Company;

(f)

if the Executive flagrantly or persistently fails to observe and perform any of the duties and
obligations imposed by the Service Agreement or which are imposed by law;

(g)

if the Executive otherwise acts in breach of the Service Agreement so as to materially prejudice
the business of our Company;

(h)

If the Executive becomes prohibited by law or any order from any regulatory body or governmental
body from being an employee or Director of our Company; or

(i)

If the Executive suffers any physical or mental ailment or incapacity which prevents him from
performing any of the duties and obligations imposed by the Service Agreement.

The Service Agreement provides for, inter alia, the salary payable to the Executive, annual leave,
medical benefits, grounds of termination and certain restrictive covenants (including non-compete
obligation).
Pursuant to the terms of the Service Agreement, the Executive is entitled to a monthly salary of
S$30,000 or the equivalent amount in RMB, which may be drawn from either Singapore or the PRC.
In addition, the Executive is also entitled to a monthly housing allowance of S$5,000 or the equivalent
amount in RMB, a monthly transport allowance of S$5,000 or the equivalent amount in RMB, and an
annual wage supplement of one (1) month’s salary per annum. The remuneration of the Executive is
subject to review by our Board at the end of each financial year of our Company. The Executive shall
abstain from voting in respect of any resolution or decision to be made by our Board in relation to the
terms and renewal of his Service Agreement.
In addition, the Executive shall also receive an annual incentive bonus (“Incentive Bonus”) of a sum
calculated based on the audited PBT (before deducting for such Incentive Bonus) of our Group,
provided always that if the employment is for less than a full financial year of our Group, the Incentive
Bonus for that financial year shall be apportioned in respect of the actual number of days of the
employment on the basis of a 365-day financial year. The Executive shall not be entitled to any further
remuneration by way of salary, annual wage supplement, benefits or compensation. The details of the
Incentive Bonus are as follows:
PBT

Incentive Bonus

Where PBT(1) is RMB25 million or less

Nil

Where PBT is more than RMB25 million
but equal to or less than RMB50 million

1.0% of PBT

Where PBT is more than RMB50 million
but equal to or less than RMB75 million

RMB500,000 plus 2.0% of PBT in excess of RMB50
million

Where PBT is more than RMB75 million

RMB1,000,000 plus 3.0% of PBT in excess of RMB75
million

Note:
(1)

PBT is defined as profit before tax after expensing LAT and excluding any exceptional item.
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Save as disclosed above, there are no bonus or profit-sharing plans or any other profit-linked
agreements or arrangements between our Company and any of our Directors, Executive Officers or
employees. The Executive shall not be entitled to further Directors’ fees under the Service Agreement.
Subject to the approvals of the Shareholders of our Company, the SGX-ST and other regulatory
authorities, where necessary, the Executive shall be eligible to participate in any other employee
scheme or plan implemented by our Company on such terms as may be determined by our
Remuneration Committee at its sole and absolute discretion.
Pursuant to the Service Agreement, the Executive shall not, at any time during the period of his
employment with our Company and for a period of two (2) years after the termination of his employment
with our Company, within Singapore and any other jurisdiction where our Group operates directly or
indirectly carry on or be engaged or interested in any capacity in any other business, trade or
occupation whatsoever, except, in a business, trade or occupation which does not compete with the
business of our Company or any member of our Group or as disclosed in this Offer Document; either
solely or jointly with or on behalf of any person, firm or corporation directly or indirectly carry on or be
engaged or interested in any business competing with the business of our Company or any member of
our Group; or solicit the customer or any person who is or has been at any time during the period of
his employment a customer of our Company for the purpose of offering to such customer goods or
services similar to or competing with those of the business of our Company or our Group; or cause or
permit any person or company directly or indirectly under his or control or in which he has any beneficial
interests to do any of the foregoing acts or things.
The Executive shall keep secret and shall not at any time (whether during the appointment or after the
termination of the appointment for whatever reason) use for his own or another’s advantage, business
methods or information which the Executive knew or ought reasonably to have known to be confidential
concerning the business or affairs of our Company or any member of our Group so far as they shall
have come to his knowledge during the appointment.
Had the Service Agreement been in effect for FY2011, the aggregate remuneration (including the
annual wage supplement and benefits-in-kind, and excluding the Incentive Bonus) payable to the
Executive would have been approximately S$510,000 instead of S$12,000 and the combined profit net
of tax would be approximately S$1.3 million instead of S$1.8 million.
Save as disclosed above, there are no other existing or proposed service contracts entered or to be
entered into by our Directors with our Company or our subsidiaries. There are no existing or proposed
service agreements entered into or to be entered into by our Directors with our Company or our
subsidiaries which provide for benefits upon termination of employment.
Our Group has also previously entered into various letters of employment with all our Directors and
Executive Officers in the ordinary course of business in accordance with the general employee/staff
guidelines, practices and policies. Such letters typically provide for the salary payable to our Directors
and Executive Officers, their working hours, medical benefits, grounds of termination and certain
restrictive covenants.
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RELATED EMPLOYEES
Save as disclosed above in this section entitled “Directors, Management and Staff”, as at the Latest
Practicable Date, we do not have employees who are related to our Directors or Substantial
Shareholders (“Related Employees”). Any new employment of Related Employees and the proposed
terms of their employment will be subject to the review and approval of our Nominating Committee and
Remuneration Committee. In the event that a member of our Nominating Committee and/or
Remuneration Committee is related to the Related Employee, he will abstain from the review. The
remuneration of Related Employees will be reviewed annually by our Remuneration Committee to
ensure that their remuneration packages are in line with our staff remuneration guidelines and
commensurate with their respective job scopes and level of responsibilities. Any bonuses, pay
increases and/or promotions for these Related Employees will also be subject to the review and
approval of our Remuneration Committee.
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In conjunction with our listing on Catalist we have adopted a performance share plan known as the
“Starland Performance Share Plan” which was approved at an extraordinary general meeting of our
Shareholders held on 11 April 2012. A summary of the rules of the Performance Share Plan is set out
in paragraph 3 below. Capitalised terms as used throughout this section, unless otherwise defined,
shall bear the meanings as defined in the section 2 of Appendix D “Rules of the Starland Performance
Share Plan” of this Offer Document.
1.

Objectives Of The Performance Share Plan
The objectives of the Performance Share Plan are to:

2.

(a)

foster a culture of ownership within our Group which aligns the interests of employees and
Directors with the interests of our Shareholders;

(b)

motivate Participants to achieve key financial and operational goals of our Group and/or their
respective business units and encourage greater dedication and loyalty to our Group; and

(c)

make total employee remuneration sufficiently competitive to recruit new Participants and/or
retain existing Participants whose contributions are important to the long term growth and
profitability of our Group.

The Performance Share Plan
Awards granted under the Performance Share Plan will principally be performance-based,
incorporating an element of stretched targets for senior executive and significantly stretched
targets for key senior management, aimed at delivering long-term Shareholder value. Examples
of performance targets to be set include targets based on criteria such as sales growth, earnings
per Share and return on investment.
The Performance Share Plan uses methods fairly common among major local and multinational
companies to incentivise and motivate senior executives and key senior management to achieve
pre-determined targets, which we believe will create and enhance economic value for our
Shareholders. Our Company believes that the Performance Share Plan will be an effective tool in
motivating senior executives and key senior management to work towards stretched targets.
The Performance Share Plan contemplates the award of fully-paid Shares, when and after
pre-determined performance or service conditions are accomplished.
A Participant’s Award under the Performance Share Plan will be determined at the sole discretion
of the Remuneration Committee. In considering the grant of an Award to a Participant, the
Remuneration Committee may take into account, amongst others, the Participant’s capability,
creativity, entrepreneurship, innovativeness, scope of responsibility and skill set.
Awards granted under the Performance Share Plan will be performance-based, with performance
targets to be set over a designated performance period. Performance targets set are intended to
be premised on medium-term corporate objectives covering market competitiveness, quality of
returns, business growth and productivity growth.
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The performance targets will be stretched targets aimed at sustaining long-term growth. These
targets will be tied in with the Board’s as well as the Managing Director’s corporate key
performance indicators.
Under the Performance Share Plan, Participants are encouraged to continue serving our Group
beyond the deadline for the achievement of the pre-determined performance targets. The
Remuneration Committee has the discretion to impose a further Vesting period after the
Performance Period to encourage the Participant to continue serving our Group.
3.

Summary Of Rules Of The Performance Share Plan

3.1 Eligibility
Full-time employees and Directors who have attained the age of 21 years as of the Award Date
and hold such rank as may be designated by the Remuneration Committee from time to time are
eligible to participate in the Performance Share Plan. Directors (including Independent Directors)
of our Group are eligible to participate in the Performance Share Plan. The Participant must also
not be an undischarged bankrupt and must not have entered into a composition with his creditors.
Persons who are Controlling Shareholders or Associates of a Controlling Shareholder who meet
the criteria above are also eligible to participate in the Performance Share Plan provided that the
participation of and the terms of each grant and the actual number Awards granted under the
Performance Share Plan to a Participant who is a Controlling Shareholder or an Associate of a
Controlling Shareholder shall be approved by the independent Shareholders in separate
resolutions for each such person subject to the following:
(a)

the aggregate number of Shares comprised in Awards granted to Controlling Shareholders
or Associates of Controlling Shareholders under the Performance Share Plan shall not
exceed 25% of the aggregate number of Shares (comprised in Awards) which may be
granted under the Performance Share Plan; and

(b)

the number of Shares available to each Controlling Shareholder or Associate of a Controlling
Shareholder shall not exceed 10% of the Shares available under the Performance Share
Plan.

3.2 Awards
Awards represent the right of a Participant to receive fully-paid Shares free-of-charge, provided
that certain prescribed performance targets (if any) are met and upon expiry of the prescribed
Performance Period.
Shares which are issued and allotted or transferred to a Participant pursuant to the grant of an
Award shall not be transferred, charged, assigned, pledged or otherwise disposed of, in whole or
in part, during a specified period (as prescribed by the Committee in the Award letter), except to
the extent approved by the Remuneration Committee.
The Remuneration Committee, may in its absolute discretion, make a Release of an Award,
wholly or partly, in the form of cash rather than Shares.
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3.3 Participants
The selection of a Participant and the number of Shares (which are the subject of each Award) to
be granted to a Participant in accordance with the Performance Share Plan shall be determined
at the absolute discretion of the Remuneration Committee, which shall take into account criteria
such as his rank, job performance, years of service and potential for future development, his
contribution to the success and development of our Group and, if applicable, the extent of effort
and resourcefulness required to achieve the performance target(s) within the Performance
Period.
3.4 Details of Awards
The Remuneration Committee shall decide, in relation to an Award:
(a)

the Participant;

(b)

the date on which the Award is to be granted;

(c)

the number of Shares which are the subject of the Award;

(d)

the performance target(s);

(e)

the Performance Period during which such performance target(s) are to be satisfied, if any;

(f)

the extent to which Shares, which are the subject of that Award, shall be Released at the end
of each prescribed performance target(s) being satisfied (whether fully or partially or
exceeded or not being satisfied as the case may be at the end of the Performance Period);
and

(g)

any other condition which the Remuneration Committee may determine in relation to that
Award.

3.5 Timing
Awards may be granted at any time in the course of a financial year. An Award Letter confirming
the Award and specifying, amongst others, the prescribed performance target(s), the
Performance Period during which the prescribed performance target(s) is to be attained or fulfilled
and the schedule setting out the extent to which Shares will be Released on satisfaction of the
prescribed performance target(s), will be sent to each Participant as soon as is reasonably
practicable after the granting of an Award.
3.6 Events Prior to Vesting
Special provisions for the Vesting, lapsing and/or cancellation of Awards apply in certain
circumstances including the following:
(a)

misconduct on the part of a Participant as determined by the Remuneration Committee in its
discretion;

(b)

where the Participant is a employee or Director, upon the Participant ceasing to be in the
employment of our Group for any reason whatsoever (other than as specified in paragraph
(f) below);
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(c)

an order being made or a resolution passed for the winding-up of our Company on the basis,
or by reason, of its insolvency;

(d)

the bankruptcy of a Participant or the happening of any other event which results in him
being deprived of the legal or beneficial ownership of the Award;

(e)

the Participant, being an employee or Directors, ceases to be in the employment of our
Group by reason of:
(i)

ill health, injury or disability (in each case, evidenced to the satisfaction of the
Remuneration Committee);

(ii)

redundancy;

(iii)

retirement at or after the legal retirement age;

(iv) retirement before the legal retirement age with the consent of the Remuneration
Committee;
(v)

the company by which he is employed or to which he is seconded, as the case may be,
ceasing to be a company within our Group or the undertaking or part of the undertaking
of such company being transferred otherwise than to another company within our
Group;

(vi) his transfer of employment between companies within the Group;
(vii) his transfer to any government ministry, governmental or statutory body or corporation
at the direction of any company within our Group; or
(viii) any other event approved by the Remuneration Committee;
(f)

the death of a Participant;

(g)

any other event approved by the Remuneration Committee; or

(h)

a take-over, reconstruction or amalgamation of our Company or an order being made or a
resolution passed for the winding-up of our Company (other than as provided in paragraph
(c) above or for reconstruction or amalgamation).

Upon the occurrence of any of the events specified in paragraphs (a), (b) and (c), an Award then
held by a Participant shall, subject as provided in the Rules of the Performance Share Plan and
to the extent not yet Released, immediately lapse without any claim whatsoever against our
Company.
Upon the occurrence of any of the events specified in paragraphs (d), (e), (f) and (g) above, the
Remuneration Committee may, in its absolute discretion, preserve all or any part of any Award and
decide either to Vest some or all of the Shares which are the subject of the Award or to preserve
all or part of any Award until the end of the relevant Performance Period. In exercising its
discretion, the Remuneration Committee will have regard to all circumstances on a case-by-case
basis, including (but not limited to) the contributions made by that Participant and, in the case of
performance-related Awards, the extent to which the applicable Performance Conditions and
targets have been satisfied.
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Upon the occurrence of the event specified in paragraph (h) above, the Committee will consider,
at its discretion, whether or not to Release any Award, and will take into account all circumstances
on a case-by-case basis, including (but not limited to) the contributions made by that Participant.
If the Remuneration Committee decides to Release any Award, then in determining the number
of Shares to be Vested in respect of such Award, the Remuneration Committee will have regard
to the proportion of the Performance Period which has elapsed and the extent to which the
applicable performance conditions and targets have been satisfied.
3.7 Size and Duration of the Performance Share Plan
The total number of new Shares which may be issued pursuant to Awards granted under the
Performance Share Plan, when added to (i) the number of new Shares issued and issuable in
respect of all Awards granted thereunder; and (ii) all Shares issued and issuable in respect of all
options granted or awards granted under any other share incentive schemes or share plans
adopted by the Company for the time being in force, shall not exceed 15% of the issued share
capital of our Company post-Placement as well as on the day preceding the relevant date of
award. The aggregate number of Shares available under the Performance Share Plan shall not
exceed 15% of the total issued Share capital of our Company post-Placement and from time to
time.
In addition, the number of Shares available to Controlling Shareholders or Associates of a
Controlling Shareholder is subject to the following:
(a)

the aggregate number of Shares comprised in Awards granted to Controlling Shareholders
or Associates of Controlling Shareholders under the Performance Share Plan shall not
exceed 25% of the aggregate number of Shares (comprised in Awards) which may be
granted under the Performance Share Plan; and

(b)

the number of Shares available to each Controlling Shareholder or Associate of a Controlling
Shareholder shall not exceed 10% of the Shares available under the Performance Share
Plan.

The Performance Share Plan shall continue in force at the discretion of the Remuneration
Committee, subject to a maximum period of ten years commencing on the date on which the
Performance Share Plan is adopted by our Company in general meeting, provided always that the
Performance Share Plan may continue beyond the above stipulated period with the approval of
our Shareholders in general meeting and of any relevant authorities which may then be required.
Notwithstanding the expiry or termination of the Performance Share Plan, any Awards made to
Participants prior to such expiry or termination will continue to remain valid.
We have made an application to the SGX-ST for permission to deal in and for quotation of new
Shares which may be issued upon the grant of Awards under the Performance Share Plan. The
approval of the SGX-ST is not to be taken as an indication of the merits of our Group, our Shares
or the Shares which are the subject of the Awards.
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3.8 Operation of the Performance Share Plan
Subject to the prevailing legislation, our Company may deliver Shares to Participants upon
Vesting of their Awards by way of an issue of new Shares deemed to be fully paid upon their
issuance and allotment and/or by way of the transfer of treasury shares (by way of purchasing
existing Shares from the market for delivery to Participants pursuant to the Act).
In determining whether to issue new Shares to Participants or to purchase existing Shares upon
Vesting of their Awards, our Company will take into account factors such as (but not limited to) the
number of Shares to be delivered, the prevailing market price of the Shares and the cost to our
Company of either issuing new Shares or purchasing existing Shares.
Additionally, our Company has the flexibility, and if circumstances require, to approve the Release
of an Award, wholly or partly, in the form of cash rather than Shares. In determining whether to
Release an Award, wholly or partly, in the form of cash rather than Shares, our Company will take
into account factors such as (but not limited to) the cost to the Company of releasing an Award,
wholly or partly, in the form of cash rather than Shares.
The financial effects of the above methods are discussed in paragraph 7 below.
New Shares issued and allotted, on the Release of an Award shall be eligible for all entitlements,
including dividends or other distributions declared or recommended in respect of the then existing
Shares, the record date for which is on or after the relevant date of issue or, as the case may be,
delivery, and shall in all other respects rank pari passu with other existing Shares then in issue.
The Remuneration Committee shall have the discretion to determine whether the Performance
Condition has been satisfied (whether fully or partially) or exceeded; and in making any such
determination, the Remuneration Committee shall have the right to make reference to the audited
results of our Company or our Group to take into account such factors as the Remuneration
Committee may determine to be relevant, such as changes in accounting methods, taxes and
extraordinary events, and further, the right to amend the performance target(s) if the
Remuneration Committee decides that a changed performance target would be a fairer measure
of performance.
4.

Adjustments And Alterations Under The Performance Share Plan
The following describes the adjustment events under, and provisions relating to alterations of, the
Performance Share Plan.

4.1 Adjustment Events
If a variation in the issued ordinary share capital of our Company (whether by way of a
capitalisation of profits or reserves or rights issue or reduction) shall take place, then:
(a)

the class and/or number of Shares which are the subject of an Award to the extent not yet
Vested; and/or

(b)

the class and/or number of Shares over which future Awards may be granted under the
Performance Share Plan
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shall be adjusted in such manner as the Remuneration Committee may determine to be
appropriate, provided that no adjustment shall be made if as a result, the Participant receives a
benefit that a Shareholder does not receive.
The issue of securities as consideration for an acquisition or a private placement of securities or
the cancellation of issued Shares purchased or acquired by our Company by way of a market
purchase of such Shares undertaken by our Company on the SGX-ST during the period when a
share purchase mandate granted by our Shareholders (including any renewal of such mandate)
is in force shall not normally be regarded as a circumstance requiring adjustment, unless the
Remuneration Committee considers an adjustment to be appropriate.
Any adjustment (except in relation to a capitalisation issue) must be confirmed in writing by the
Auditors (acting only as experts and not as arbitrators) to be in their opinion, fair and reasonable.
4.2 Modifications or Alterations to the Performance Share Plan
The Performance Share Plan may be modified and/or altered from time to time by a resolution of
the Remuneration Committee subject to the prior approval of our Shareholders and the SGX-ST
and such other regulatory authorities as may be necessary.
However, no modification or alteration shall adversely affect the rights attached to Awards granted
prior to such modification or alteration except with the written consent of such number of
Participants under the Performance Share Plan who, if their Awards were Released to them,
would thereby become entitled to not less than three quarters of all the Shares which would fall
to be Vested upon Release of all outstanding Awards under the Performance Share Plan.
No alteration shall be made to particular rules of any of the Performance Share Plan to the
advantage of the holders of the Awards, as the case may be, except with the prior approval of our
Shareholders in general meeting.
5.

Disclosures in Annual Reports
Our Company will make such disclosures in its annual report for so long as the Performance
Share Plan continues in operation as from time to time required by the Listing Manual including
the following (where applicable):
(a)

the names of the members of the Remuneration Committee administering the Performance
Share Plan;

(b)

in respect of the following Participants:
(i)

Directors of our Company;

(ii)

Controlling Shareholders and their Associates; and

(iii)

Participants (other than those in paragraphs (i) and (ii) above) who have received
Shares pursuant to the Release of Awards granted under the Performance Share Plan
which, in aggregate, represent 5% or more of the aggregate number of new Shares
available under the Performance Share Plan;
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the following information:

(c)

(d)

(1)

the name of the Participant;

(2)

the aggregate number of Shares comprised in Awards granted during the
financial year under review;

(3)

the number of new Shares issued to such Participant during the financial year
under review;

(4)

the number of existing Shares purchased for delivery pursuant to Release of
Awards to such Participant during the financial year under review;

(5)

the aggregate number of Shares comprised in Awards which have not been
Released as at the end of the financial year under review;

(6)

the aggregate number of Shares comprised in Awards granted since the
commencement of the Performance Share Plan to the end of the financial year
under review;

(7)

the number of new Shares allotted to such Participant since the commencement
of the Performance Share Plan to the end of financial year under review; and

(8)

the number of existing Shares transferred to Scheme Participant since the
commencement of the Performance Share Plan to the end of the financial year
under review.

in relation to the Performance Share Plan:
(i)

the aggregate number of Shares comprised in Awards Vested since the
commencement of the Performance Share Plan to the end of the financial year under
review;

(ii)

the aggregate number of new Shares issued which are comprised in the Awards
Vested during the financial year under review; and

(iii)

the aggregate number of Shares comprised in Awards which have not been Released,
as at the end of the financial year under review; and

such other information as may be required by the Listing Manual or the Act.

If any of the above is not applicable, an appropriate negative statement shall be included therein.
6.

Role and Composition of the Remuneration Committee
The Remuneration Committee will be designated as the Committee responsible for the
administration of the Performance Share Plan, and will comprise such Directors to administer the
Performance Share Plan, provided that no member of the Remuneration Committee shall
participate in any deliberation or decision in respect of Awards granted or to be granted to him.
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7.

Financial Effects of the Performance Share Plan
Financial Reporting Standard 102, Share-based payment (“FRS 102”) relating to share-based
payment takes effect for all listed companies beginning 1 January 2005. Participants will receive
Shares and the Awards would be accounted for as equity-settled share-based transactions, as
described in the following paragraphs.
The fair value of employee services received in exchange for the grant of the Awards will be
recognised as a charge to the income statement over the period between the grant date and the
Vesting date of an Award. The total amount of the charge over the Vesting period is determined
by reference to the fair value of each Award granted at the grant date and the number of Shares
Vested at the Vesting date, with a corresponding credit to reserve account. Before the end of the
Vesting period, at each accounting year end, the estimate of the number of Awards that are
expected to Vest by the Vesting date is subject to revision, and the impact of the revised estimate
will be recognised in the income statement with a corresponding adjustment to the reserve
account. After the Vesting date, no adjustment to the charge to the income statement is made.
This accounting treatment has been referred to as the “modified grant date method” because the
number of Shares included in the determination of the expense relating to employee services is
adjusted to reflect the actual number of Shares that eventually Vest but no adjustment is made to
changes in the fair value of the Shares since the grant date.
The amount charged to the profit and loss account would be the same whether the Company
settles the Awards by issuing new Shares or by purchasing existing Shares. The amount of the
charge to the income statement also depends on whether or not the performance target attached
to an Award is measured by reference to the market price of the Shares. This is known as a market
condition. If the performance target is a market condition, the probability of the performance target
being met is taken into account in estimating the fair value of the Award granted at the grant date,
and no adjustments to the amounts charged to the income statement are made if the market
condition is not met. However, if the performance target is not a market condition, the fair value
per Share of the Awards granted at the grant date is used to compute the amount to be charged
to the income statement at each accounting date, based on an assessment at that date of whether
the non-market conditions would be met to enable the Awards to Vest. Thus, where the Vesting
conditions do not include a market condition, there would be no charge to the income statement
if the Awards do not ultimately Vest.
In the event that the Participants receive cash, our Company shall measure the fair value of the
liability at grant date. Until the liability is settled, our Company shall re-measure the fair value of
the liability at each accounting date and at the date of settlement, with changes in the fair value
recognised in the income statement.
The following sets out the financial effects of the Performance Share Plan.

7.1 Share capital
The Performance Share Plan will result in an increase in our Company’s issued Shares where
new Shares are issued to Participants. The number of new Shares issued will depend on,
amongst others, the size of the Awards granted under the Performance Share Plan. In any case,
the Performance Share Plan provides that the number of new Shares to be issued under the said
Performance Share Plan will be subject to the maximum limit of 15% of our total issued Shares.
The aggregate number of Shares available under the Performance Share Plan shall not exceed
15% of the total issued Share capital of our Company post-Placement and from time to time.
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If instead of issuing new Shares to Participants, treasury shares are transferred to Participants our
our Company pays the equivalent cash value, the Performance Share Plan would have no impact
on our Company’s total number of issued Shares.
7.2 NTA
As described in paragraph 7.3 below on EPS, the Performance Share Plan is likely to result in a
charge to our Company’s income statement over the period from the grant date to the Vesting
date of the Awards. The amount of the charge will be computed in accordance with the FRS 102.
When new Shares are issued under the Performance Share Plan, there would be no effect on the
NTA. However, if instead of issuing new Shares to Participants, existing Shares are purchased for
delivery to Participants, or our Company pays the equivalent cash value, the NTA would be
impacted by the cost of the Shares purchased or the cash payment, respectively.
7.3 EPS
The Performance Share Plan is likely to result in a charge to earnings over the period from the
grant date to the Vesting date, computed in accordance with the FRS 102.
It should again be noted that the delivery of Shares to Participants of the Performance Share Plan
will generally be contingent upon the Participants meeting the prescribed performance targets and
conditions.
7.4 Dilutive Impact
It is expected that the dilutive impact of the Performance Share Plan on the NTA per Share and
EPS will not be significant.
8.

Participation of employees and Directors of the Group
The extension of the Performance Share Plan to employees and Directors allows us to have a fair
and equitable system to reward employees and Directors who have made and who continue to
make significant contributions to the long-term growth of our Group and to inculcate in participants
a stronger and more lasting sense of identification with our Group.
We believe that the Performance Share Plan will also enable us to attract, retain and provide
incentives to its Participants to optimise their standards of performance as well as encourage
greater dedication and loyalty by enabling our Company to give recognition to past contributions
and services as well as motivating Participants generally to contribute towards the long-term
growth of our Group.

9.

Participation of Non-Executive Directors (including Independent Directors) of our
Company
The extension of the Performance Share Plan to the Non-Executive Directors (including
Independent Directors) allows the Group to have a fair and equitable system that recognises and
benefits not only persons who are in the direct employment of our Company but also persons who
are not employed but nevertheless work closely with our Company and/or are in the position to
contribute their experience, knowledge and expertise to the development and success of our
Company.
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Although the Non-Executive Directors are not involved in the day-to-day running of our Company,
they are nonetheless in a position to provide valuable support, input and business contacts and
to contribute their experience, knowledge and expertise, and/or to provide our Company and our
Group with strategic business alliances and opportunities. The Non-Executive Directors are
individuals from various disciplines with different working experiences and backgrounds which we
may tap for assistance in furthering our business objectives and shaping our business strategies.
It is desirable that the Non-Executive Directors of our Company be allowed to participate in our
Performance Share Plan to give recognition to their services and contributions.
For the purpose of assessing the contributions of the Non-Executive Directors, the Remuneration
Committee will propose a performance framework comprising mainly non-financial performance
measurement criteria such as the extent of involvement and responsibilities shouldered by the
Non-Executive Directors. In addition, the Remuneration Committee will also consider the scope
of advice given, the number of contacts and size of deals which the Company is able to procure
from the contacts and recommendations of the Non-Executive Directors.
The Remuneration Committee may also decide that no Awards shall be made in any financial year
or no grant and/or Award may be made at all.
We do not expect that the grant of Awards to our Non-Executive Directors, some of whom are also
members of our Audit Committee, will compromise their independence, as the total number of
Shares issued pursuant to Awards granted to our Non-Executive Directors will not be significant.
10. Participation of Controlling Shareholders or Associates of Controlling Shareholders
The purpose of the participation of Controlling Shareholders and Associates of Controlling
Shareholders in the Performance Share Plan is to provide an opportunity for eligible employees
and Directors who are Controlling Shareholders or Associates of Controlling Shareholders who
have contributed or continue to contribute significantly to the growth and performance of the
Group to participate in the equity of the Company.
We acknowledge that the services and contributions of the employees who are Controlling
Shareholders or Associates of our Controlling Shareholders are important to the development and
success of our Group. The extension of the Performance Share Plan to the eligible employees
and Directors who are Controlling Shareholders or Associates of our Controlling Shareholders
allows our Company to have a fair and equitable system for rewarding the eligible Directors and
employees who have made and continue to make important contributions to the long-term growth
of our Group notwithstanding that they are Controlling Shareholders or Associates of our
Controlling Shareholders.
Although the Controlling Shareholders and/or their Associates may already have shareholding
interests in the Company, including them in the Performance Share Plan will ensure that they are
equally entitled with other eligible employees and Directors who are not Controlling Shareholders
or Associates of Controlling Shareholders to take part and benefit from this system of
remuneration. We are of the view that a person who would otherwise be eligible should not be
excluded from participating in the Performance Share Plan solely by reason that he/she is a
Controlling Shareholders or an Associate of our Controlling Shareholder.
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The specific approval of our independent Shareholders is required for the participation of and the
grant of Awards to such persons as well as the actual number of and terms of such Awards. A
separate resolution must be passed for each such participant. In seeking such approval from our
independent Shareholders, clear justification as to the participation of our Controlling
Shareholders and/or Associates of our Controlling Shareholders, the number of Shares and terms
of the Awards to be granted to them shall be provided. Accordingly, we are of the view that there
are sufficient safeguards against any abuse of the Performance Share Plan resulting from the
participation of Controlling Shareholders and Associates of Controlling Shareholders.
As at the date of this Offer Document, our Controlling Shareholders are Super Vantage
Investment and Able Lead International, and we do not have any Controlling Shareholders who
are individuals.
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The following statements are brief summaries of the rights and privileges of our Shareholders conferred
by the laws of Singapore, the Catalist Rules, and our Articles of Association. These statements
summarise the material provisions of our Articles but are qualified in entirety by reference to our
Articles, a copy of which is available for inspection at our registered office during normal business hours
for a period of six months from the date of this Offer Document.
Ordinary Shares
There are no founder, management, deferred or unissued shares reserved for issuance for any
purpose. We have only one (1) class of shares, namely, our ordinary shares which have identical rights
in all respects and rank equally with one another. All of our Shares are in registered form. Our Company
may, subject to the provisions of the Companies Act and the Catalist Rules, purchase our Shares.
However, we may not, except in circumstances permitted by the Companies Act, grant any financial
assistance for the acquisition or proposed acquisition of our Shares.
Placement Shares
Placement Shares may only be issued with the prior approval of our Shareholders in a general meeting.
The aggregate number of shares to be issued pursuant to such approval may not exceed 100% (or
such other limit as may be prescribed by the SGX-ST) of our issued share capital for the time being,
of which the aggregate number of Shares to be issued other than on a pro rata basis to our
shareholders may not exceed 50% (or such other limit as may be prescribed by the SGX-ST) of our
issued share capital for the time being (the percentage of issued share capital being based on our
Company’s issued share capital at the time such authority is given after adjusting for new Shares
arising from the conversion of convertible securities or employee share options on issue at the time
such authority is given and any subsequent consolidation or sub-division of Shares).
The approval, if granted, will lapse at the conclusion of the annual general meeting following the date
on which the approval was granted or the date by which the annual general meeting is required by law
to be held, whichever is earlier but any approval may be previously revoked or varied by our Company
in general meeting. Subject to the foregoing, the provisions of the Companies Act and any special rights
attached to any class of shares currently issued, all new Shares are under the control of our Board of
Directors who may allot and issue the same with such rights and restrictions as it may think fit.
Shareholders
Only persons who are registered in the Register of Shareholders of our Company and, in cases in which
the person so registered is CDP, the persons named as the Depositors in the Depository Register
maintained by CDP for the Shares, are recognised as our Shareholders. We will not, except as required
by law, recognise any equitable, contingent, future or partial interest in any Share or other rights for any
Share other than the absolute right thereto of the registered holder of that Share or of the person whose
name is entered in the Depository Register for that Share. Our Company may close our Register of
Shareholders for any time or times if we provide the Accounting and Corporate Regulatory Authority of
Singapore with at least 14 days’ notice and the SGX-ST at least 10 clear market days’ notice.
However, the Register of Shareholders may not be closed for more than 30 days in aggregate in any
calendar year. We typically close our Register of Shareholders to determine shareholders’ entitlement
to receive dividends and other distributions.
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Transfer of Shares
There is no restriction on the transfer of fully paid Shares except where required by law or the Catalist
Rules or the rules or by-laws of any stock exchange on which our Company is listed. Our Board of
Directors may decline to register any transfer of Shares which are not fully paid Shares or Shares on
which we have a lien. Our Shares may be transferred by a duly signed instrument of transfer in a form
approved by the SGX-ST or any stock exchange on which our Company is listed. Our Board of
Directors may also decline to register any instrument of transfer unless, among other things, it has been
duly stamped and is presented for registration together with the share certificate and such other
evidence of title as they may require. We will replace lost or destroyed certificates for Shares if it is
properly notified and if the applicant pays a fee which will not exceed S$2 and furnishes any evidence
and indemnity that our Board of Directors may require.
General meetings of Shareholders
We are required to hold an annual general meeting every year. Our Board of Directors may convene
an extraordinary general meeting whenever it thinks fit and must do so if Shareholders representing not
less than 10% of the total voting rights of all Shareholders request in writing that such a meeting be
held. In addition, two (2) or more shareholders holding not less than 10% of our issued share capital
may call a meeting. Unless otherwise required by law or by our Articles, voting at general meetings is
by ordinary resolution, requiring an affirmative vote of a simple majority of the votes cast at that
meeting. An ordinary resolution suffices, for example, for the appointment of directors. A special
resolution, requiring the affirmative vote of at least 75% of the votes cast at the meeting, is necessary
for certain matters under Singapore law, including, amongst others, voluntary winding up, amendments
to the Memorandum of Association and our Articles, a change of our corporate name, and a reduction
in the share capital, share premium account or capital redemption reserve fund. We must give at least
21 days’ notice in writing for every general meeting convened for the purpose of passing a special
resolution. Ordinary resolutions generally require at least 14 days’ notice in writing. The notice must be
given to each of our shareholders who has supplied us with an address in Singapore for the giving of
notices and must set forth the place, the day and the hour of the meeting and, in the case of special
business, the general nature of that business.
Voting rights
A Shareholder is entitled to attend, speak and vote at any general meeting, in person or by proxy.
Proxies need not be Shareholders. A person who holds Shares through the SGX-ST book-entry
settlement system will only be entitled to vote at a general meeting as a Shareholder if his name
appears on the Depository Register maintained by CDP 48 hours before the general meeting. Except
as otherwise provided in our Articles, two (2) or more Shareholders must be present in person or by
proxy to constitute a quorum at any general meeting.
Under our Articles, on a show of hands, every Shareholder present in person or by proxy shall have one
(1) vote (provided that in the case of a Shareholder who is represented by two (2) proxies, only one (1)
of the two (2) proxies as determined by that Shareholder or, failing such determination, the chairman
of the meeting in his sole discretion shall be entitled to vote on a show of hands), and on a poll, every
Shareholder present in person or by proxy shall have one (1) vote for each Share which he holds or
represents. A poll may be demanded in certain circumstances, including by the chairman of the meeting
or by any Shareholder present in person or by proxy and representing not less than 10% of the total
voting rights of all Shareholders having the right to attend and vote at the meeting or by any two (2)
Shareholders present in person or by proxy and entitled to vote. In the case of a tie vote, whether on
a show of hands or a poll, the chairman of the meeting shall be entitled to a casting vote.
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Dividends
We may, by ordinary resolution of our Shareholders, declare dividends at a general meeting, but we
may not pay dividends in excess of the amount recommended by our Board of Directors. We must pay
all dividends out of our profits. Our Board of Directors may also declare an interim dividend without the
approval of our Shareholders. All dividends are paid pro rata among our Shareholders in proportion to
the amount paid up on each Shareholder’s Shares, unless the rights attaching to an issue of any Share
provides otherwise. Unless otherwise directed, dividends are paid by cheque or warrant sent through
the post to each Shareholder at his registered address. Notwithstanding the foregoing, the payment by
us to CDP of any dividend payable to a Shareholder whose name is entered in the Depository Register
shall, to the extent of payment made to CDP, discharge us from any liability to that Shareholder in
respect of that payment.
Capitalisation and rights issues
Our Board of Directors may, with approval by our Shareholders at a general meeting, capitalise any
reserves or profits (including profits or money carried and standing to a reserve) and distribute the
same as Shares credited as paid-up to the shareholders in proportion to their shareholdings. Our Board
of Directors may also issue rights to take up additional Shares to Shareholders in proportion to their
shareholdings. Such rights are subject to any conditions attached to such issue and the regulations of
any stock exchange on which our Company is listed.
Takeovers
Under the Singapore Code on Take-overs and Mergers (“Singapore Take-over Code”), issued by the
Authority pursuant to section 321 of the SFA, any person acquiring an interest, either on his own or
together with parties acting in concert with him, in 30% or more of the voting Shares must extend a
takeover offer for the remaining voting Shares in accordance with the provisions of the Singapore
Take-over Code. In addition, a mandatory offer is also required to be made if a person holding, either
on his own or together with parties acting in concert with him, between 30% and 50% of the voting rights
acquires additional voting shares representing more than 1% of the voting shares in any six (6) month
period. Under the Singapore Take-over Code, the following individuals and companies will be
presumed to be persons acting in concert with each other unless the contrary is established:
(a)

the following companies:
(i)

a company;

(ii)

the parent company of (i);

(iii)

the subsidiaries of (i);

(iv) the fellow subsidiaries of (i);
(v)

the associated companies of (i), (ii), (iii) or (iv);

(vi) companies whose associated companies include any of (i), (ii), (iii), (iv) or (v); and
(vii) any person who has provided financial assistance (other than a bank in the ordinary course
of business) to any of the above for the purchase of voting rights;
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(b)

a company with any of its directors (together with their close relatives, related trusts as well as
companies controlled by any of the directors, their close relatives and related trusts);

(c)

a company with any of its pension funds and employee share schemes;

(d)

a person with any investment company, unit trust or other fund whose investment such person
manages on a discretionary basis, but only in respect of the investment account which such
person manages;

(e)

a financial or other professional adviser, including a stockbroker, with its customer in respect of
the shareholdings of:
(i)

the adviser and persons controlling, controlled by or under the same control as the adviser;
and

(ii)

all the funds which the adviser manages on a discretionary basis, where the shareholdings
of the adviser and any of those funds in the customer total 10% or more of the customer’s
equity share capital;

(f)

directors of a company (together with their close relatives, related trusts and companies controlled
by any of such directors, their close relatives and related trusts) which is subject to an offer or
where the directors have reason to believe a bona fide offer for their company may be imminent;

(g)

partners; and

(h)

the following persons and entities:
(i)

an individual;

(ii)

the close relatives of (i);

(iii)

the related trusts of (i);

(iv) any person who is accustomed to act in accordance with the instructions of (i);
(v)

companies controlled by any of (i), (ii), (iii) or (iv); and

(vi) any person who has provided financial assistance (other than a bank in the ordinary course
of business) to any of the above for the purchase of voting rights.
Under the Singapore Take-over Code, a mandatory offer made with consideration other than cash must
be accompanied by a cash alternative at not less than the highest price paid by the offeror or any
person acting in concert within the preceding six (6) months.
Liquidation or other return of capital
If our Company is liquidated or in the event of any other return of capital, holders of our Shares will be
entitled to participate in any surplus assets in proportion to their shareholdings, subject to any special
rights attaching to any other class of shares.
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Indemnity
To the extent permitted by Singapore law, our Articles provide that, subject to the Companies Act, our
Board of Directors and Executive Officers shall be entitled to be indemnified by us against any liability
incurred in defending any proceedings, whether civil or criminal, which relate to anything done or
omitted to have been done as an officer, director or employee and in which judgement is given in their
favour or in which they are acquitted or in connection with any application under any statute for relief
from liability in respect thereof in which relief is granted by the court. We may not indemnify our
Directors and Executive Officers against any liability which by law would otherwise attach to them in
respect of any negligence, default, breach of duty or breach of trust of which they may be liable of in
relation to us.
Limitations on rights to hold or vote Shares
Except as described in “Voting Rights” and “Takeovers” above, there are no limitations imposed by
Singapore law or by our Articles on the rights of non-resident Shareholders to hold or vote in respect
of the Shares.
Minority rights
The rights of minority shareholders of Singapore-incorporated companies are protected, inter alia,
under Section 216 of the Companies Act, which gives the Singapore courts a general power to make
any order, upon application by any of our Shareholders, as they think fit to remedy any of the following
situations:
(a)

our affairs are being conducted or the powers of our Board of Directors are being exercised in a
manner oppressive to, or in disregard of the interests of, one (1) or more of our Shareholders; or

(b)

we take an action, or threaten to take an action, or Shareholders pass a resolution, or propose to
pass a resolution, which unfairly discriminates against, or is otherwise prejudicial to, one (1) or
more of our Shareholders, including the applicant.

Singapore courts have wide discretion as to the reliefs they may grant and those reliefs are in no way
limited to those listed in the Companies Act itself. Without prejudice to the foregoing, Singapore courts
may:
(a)

direct or prohibit any act or cancel or vary any transaction or resolution;

(b)

regulate the conduct of the affairs of our Company in the future;

(c)

authorise civil proceedings to be brought in our name of, or on behalf of, our Company by a person
or persons and on such terms as the court may direct;

(d)

provide for the purchase of a minority Shareholder’s Shares by our other Shareholders or by us
and, in the case of a purchase of Shares by us, a corresponding reduction of our share capital;

(e)

provide that the Memorandum of Association or the Articles be amended; or

(f)

provide that our Company be wound up.
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Treasury Shares
Our Articles of Association expressly permits our Company to purchase or acquire Shares or stocks of
our Company and to hold such Shares or stocks (or any of them) as treasury shares in accordance with
requirements of Section 76B to 76G of the Companies Act. Our Company may make a purchase or
acquisition of our own Shares (i) on a securities exchange if the purchase or acquisition has been
authorised in advance by our Company in general meeting; or (ii) otherwise than on a securities
exchange if the purchase or acquisition is made in accordance with an equal access scheme
authorised in advance by our Company in general meeting. The aggregate number of Shares held as
treasury shares shall not at any time exceed 10% of the total number of Shares of our Company at that
time. Any excess Shares shall be disposed or cancelled before the end of a period of six (6) months
beginning the day that the contravention of limit occurs, or such further period as the Registrar (as
defined in the Companies Act) may allow. Where Shares or stocks are held as treasury shares by our
Company through purchase or acquisition by our Company, our Company shall be entered in the
Register of Shareholders as the member holding those Shares or stocks.
Our Company shall not exercise any right in respect of the treasury shares and any purported exercise
of such a right is void. Such rights include any right to attend or vote at meetings and our Company shall
be treated as having no right to vote and the treasury shares shall be treated as having no voting rights.
In addition, no dividend may be paid, and no other distribution (whether in cash or otherwise) of our
Company’s assets (including any distribution of assets to members on a winding up) may be made to
our Company in respect of the treasury shares. However, this would not prevent an allotment of shares
as fully paid bonus shares in respect of the treasury shares or the sub-division or consolidation of any
treasury shares into treasury shares of a smaller amount, if the total value of the treasury shares after
the sub-division or consolidation is the same as the total value of the treasury shares before the
sub-division or consolidation, as the case may be.
Where Shares are held as treasury shares, our Company may at any time (i) sell the Shares (or any
of them) for cash; (ii) transfer the Shares (or any of them) for the purposes of or pursuant to an
employees’ share scheme; (iii) transfer the Shares (or any of them) as consideration for the acquisition
of shares in or assets of another company or assets of a person; or (iv) cancel the Shares (or any of
them).
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Singapore
There are currently no Singapore exchange control laws or similar laws, decrees, regulations or other
legislation that may affect the following:
(a)

the import or export of capital, including the availability of cash and cash equivalents for our use;
and

(b)

the remittance of dividends, interest or other payments to non-residential holders of our
Company’s securities.

PRC
Please refer to the section entitled “Foreign Exchange Control” in Appendix C “Summary of Relevant
PRC Laws and Regulations” of this Offer Document for details on PRC exchange control laws.
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Singapore Taxation
The following is a discussion of certain tax matters relating to Singapore income tax, dividend
distributions, capital gains tax, stamp duty, goods and services tax and estate duty consequences in
relation to the purchase, ownership and disposal of the Shares. The discussion is based on current tax
laws in Singapore and is not intended to be and does not constitute legal or tax advice.
While this discussion is considered to be a correct interpretation of existing laws in force as at the date
of this Offer Document, no assurance can be given that the courts or fiscal authorities responsible for
the administration of such laws will agree with this interpretation or that changes in such law, which may
be retrospective, will not occur. The discussion is limited to a general description of certain tax
consequences in Singapore with respect to ownership of the Shares by Shareholders, and does not
purport to be a comprehensive or exhaustive description of all of the tax considerations that may be
relevant to a Shareholder’s decision with regard to the Proposed Issue.
Shareholders should consult their own tax advisers regarding Singapore income tax and other
consequences of owning and disposing of the Shares. It is emphasized that neither our
Company, the Directors nor any other persons involved in this Placement accepts responsibility
for any tax effects or liabilities resulting from the subscription, purchase, holding or disposal of
our Shares.
Singapore Income Tax
Corporate income tax
A Singapore tax resident corporate taxpayer is subject to Singapore income tax on:
(a)

income accrued in or derived from Singapore; and

(b)

foreign sourced income received or deemed received in Singapore, unless otherwise exempted.

Foreign income in the form of branch profits, dividends and service fee income (“specified foreign
income”) received or deemed received in Singapore by a Singapore tax resident corporate taxpayer
are exempted from Singapore tax subject to meeting the qualifying conditions.
A non-Singapore tax resident corporate taxpayer, subject to certain exceptions, is subject to Singapore
income tax on income accrued in or derived from Singapore, and on foreign income received or
deemed received in Singapore.
A company is regarded as tax resident in Singapore if the control and management of the company’s
business is exercised in Singapore. Normally, control and management of the company is vested in its
board of directors and therefore if the board of directors meets and conducts the company’s business
in Singapore, the company will be regarded as tax resident in Singapore.
The corporate tax rate in Singapore is 17% with effect from the Year of Assessment 2010 after allowing
partial tax exemption on the first S$300,000 of a company’s chargeable income.
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Individual income tax
An individual taxpayer (both resident and non-resident) is subject to Singapore income tax on income
accrued in or derived from Singapore, subject to certain exceptions. Foreign-sourced income received
or deemed received by individual taxpayers, regardless of whether they are resident or non-resident of
Singapore, are generally exempt from income tax in Singapore except for such income received
through a partnership in Singapore.
Currently, a Singapore tax resident individual is subject to tax at the progressive rates, ranging from 0%
to 20%.
A non-Singapore tax resident individual is normally taxed at the tax rate of 20% except for certain
specified income that may be taxable at lower rates.
An individual is regarded as a tax resident in Singapore if in the calendar year preceding the year of
assessment, he was physically present in Singapore or exercised an employment in Singapore (other
than as a director of a company) for 183 days or more, or if he ordinarily resides in Singapore.
Dividend Distributions
Under the one-tier corporate tax system, the tax paid by a resident company is a final tax and the
distributable profits of the company can be paid to shareholders as tax exempt dividends. Dividends
paid by our Company will be exempt from tax in the hands of Shareholders, regardless of the tax
residence status or the legal form of the Shareholders. However, foreign Shareholders are advised to
consult their own tax advisers to take into account the tax laws of their respective countries of residence
and the existence of any double taxation agreement which their country of residence may have with
Singapore.
Capital Gains Tax
Singapore currently does not impose tax on capital gains. However, there are no specific laws or
regulations which deal with the characterisation of capital gains. In general, gains or profits derived
from the disposal of our Shares acquired for long-term investment purposes are considered as capital
gains and not subject to Singapore tax.
On the other hand, where such gains or profits arise from activities which the Comptroller of Income Tax
regards as the carrying on of a trade or business of dealing in shares in Singapore, gains or profits will
ordinarily be taxed as income.
Stamp Duty
There is no stamp duty payable on the subscription, allotment or holding of our Shares.
Stamp duty is payable on the instrument of transfer of our Shares at the rate of S$0.20 for every S$100
or any part thereof, computed on the consideration paid or market value of our Shares registered in
Singapore, whichever is higher.
The purchaser is liable for stamp duty, unless there is an agreement to the contrary. No stamp duty is
payable if no instrument of transfer is executed (or if the instrument of transfer is executed outside
Singapore. However, stamp duty may be payable if the instrument of transfer which is executed outside
Singapore is subsequently received in Singapore.
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The above stamp duty is not applicable to electronic transfers of our Shares through the CDP system.
Goods and Services Tax (“GST”)
The sale of our Shares by an investor belonging in Singapore to another person belonging in Singapore
is an exempt supply not subject to GST.
Where our Shares are sold by a GST-registered investor in the course of a business to a person
belonging outside Singapore, and that person is outside Singapore when the sale is executed, the sale
should generally, subject to satisfaction of certain conditions, be considered a taxable supply subject
to GST at zero-rate. Any input GST incurred by a GST-registered investor in the making of this supply
in the course of or furtherance of a business carried on by him is recoverable from the Comptroller of
GST.
Services such as brokerage, handling and clearing services rendered by a GST-registered person to
an investor belonging in Singapore in connection with the investor’s purchase, sale or holding of our
Shares will be subject to GST at the current rate of 7%. Similar services rendered to an investor
belonging outside Singapore is generally subject to GST at zero-rate, provided that the investor is
outside Singapore when the services are performed and the services provided do not benefit any
Singapore persons.
Estate duty
With effect from 15 February 2008, Singapore estate duty has been abolished.
PRC TAXATION
Details of PRC Taxation are set out in Appendix C “Summary of Relevant PRC Laws and Regulations
— Taxation” of this Offer Document.
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CLEARANCE AND SETTLEMENT
Upon listing and quotation on Catalist, our Shares will be traded under the book-entry settlement
system of the CDP, and all dealings in and transactions of the Shares through Catalist will be effected
in accordance with the terms and conditions for the operation of securities accounts with the CDP, as
amended from time to time.
Our Shares will be registered in the name of CDP or its nominee and held by CDP for and on behalf
of persons who maintain, either directly or through depository agents, securities accounts with CDP.
Persons named as direct securities account holders and depository agents in the depository register
maintained by the CDP, rather than CDP itself, will be treated, under our Articles of Association and the
Companies Act, as members of our Company in respect of the number of Shares credited to their
respective securities accounts.
Persons holding our Shares in securities accounts with CDP may withdraw the number of Shares they
own from the book-entry settlement system in the form of physical share certificates. Such share
certificates will, however, not be valid for delivery pursuant to trades transacted on Catalist, although
they will be prima facie evidence of title and may be transferred in accordance with our Articles. A fee
of S$10.00 for each withdrawal of 1,000 Shares or less and a fee of S$25.00 for each withdrawal of
more than 1,000 Shares is payable upon withdrawing the Shares from the book-entry settlement
system and obtaining physical share certificates.
In addition, a fee of S$2.00 or such other amount as our Directors may decide, is payable to the share
registrar for each share certificate issued and a stamp duty of S$10.00 is also payable where our
Shares are withdrawn in the name of the person withdrawing our Shares or S$0.20 per S$100.00 or
part thereof of the last-transacted price where it is withdrawn in the name of a third party. Persons
holding physical share certificates who wish to trade on Catalist must deposit with CDP their share
certificates together with the duly executed and stamped instruments of transfer in favour of CDP, and
have their respective securities accounts credited with the number of Shares deposited before they can
effect the desired trades. A fee of S$10.00 is payable upon the deposit of each instrument of transfer
with CDP. The above fees may be subject to such charges as may be in accordance with CDP’s
prevailing policies or the current tax policies that may be in force in Singapore from time to time.
Transactions in our Shares under the book-entry settlement system will be reflected by the seller’s
securities account being debited with the number of Shares sold and the buyer’s securities account
being credited with the number of Shares acquired. No transfer of stamp duty is currently payable for
the Shares that are settled on a book-entry basis.
A Singapore clearing fee for trades in our Shares on Catalist is payable at the rate of 0.04 per cent of
the transaction value subject to a maximum of S$600.00 per transaction. The clearing fee, instrument
of transfer deposit fee and share withdrawal fee may be subject to Singapore Goods and Services Tax
at the prevailing rate of 7 per cent. (or such other rate prevailing from time to time).
Dealings of our Shares will be carried out in Singapore dollars and will be effected for settlement on
CDP on a scripless basis. Settlement of trades on a normal “ready” basis on Catalist generally takes
place on the third Market Day following the transaction date, and payment for the securities is generally
settled on the following business day. CDP holds securities on behalf of investors in securities
accounts. An investor may open a direct account with CDP or a sub-account with a CDP depository
agent. The CDP depository agent may be a member company of the SGX-ST, bank, merchant bank or
trust company.
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INFORMATION ON DIRECTORS AND EXECUTIVE OFFICERS
1.

Save as disclosed below, none of our Directors, Executive Officers and Controlling Shareholders:
(a)

has, at any time during the last ten years, had an application or a petition under any
bankruptcy laws of any jurisdiction filed against him or against a partnership of which he was
a partner at the time he was a partner or at any within two years from the date he ceased
to be a partner;

(b)

has, at any time during the last ten years, had an application or a petition under any law of
any jurisdiction filed against an entity (not being a partnership) of which he was a director or
an equivalent person or key executive at the time when he was a director or an equivalent
person or a key executive of that entity or at any time within two years from the date he
ceased to be a director or an equivalent person or a key executive of that entity, for the
winding up or dissolution of that entity or, where that entity is the trustee of a business trust,
that business trust, on the ground of insolvency;

(c)

has any unsatisfied judgment against him;

(d)

has ever been convicted of any offence, in Singapore or elsewhere, involving fraud or
dishonesty which is punishable with imprisonment, or has been the subject of any criminal
proceedings (including any pending criminal proceedings of which he is aware) for such
purpose;

(e)

has ever been convicted of any offence, in Singapore or elsewhere, involving a breach of
any law or regulatory requirement that relates to the securities or futures industry in
Singapore or elsewhere, or has been the subject of any criminal proceedings (including any
pending criminal proceedings of which he is aware) for such breach;

(f)

has, at any time during the last ten years, had judgment entered against him in any civil
proceedings in Singapore or elsewhere involving a breach of any law or regulatory
requirement that relates to the securities or futures industry in Singapore or elsewhere, or a
finding of fraud, misrepresentation or dishonesty on his part, nor has he been the subject of
any civil proceedings (including any pending civil proceedings of which he is aware)
involving an allegation of fraud, misrepresentation or dishonesty on his part;

(g)

has ever been convicted in Singapore or elsewhere of any offence in connection with the
formation or management of any entity or business trust;

(h)

has ever been disqualified from acting as a director or equivalent person of any entity
(including the trustee of a business trust), or from taking part directly or indirectly in the
management of any entity or business trust;

(i)

has ever been the subject of any order, judgment or ruling of any court, tribunal or
governmental body, permanently or temporarily enjoining him from engaging in any type of
business practice or activity;

(j)

has ever, to his knowledge, been concerned with the management or conduct, in Singapore
or elsewhere, of the affairs of:
(i)

any corporation which has been investigated for a breach of any law or regulatory
requirement governing corporations in Singapore or elsewhere; or
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(ii)

any entity (not being a corporation) which has been investigated for a breach of any law
or regulatory requirement governing such entities in Singapore or elsewhere; or

(iii)

any business trust which has been investigated for a breach of any law or regulatory
requirement governing business trusts in Singapore or elsewhere; or

(iv) any entity or business trust which has been investigated for a breach of any law or
regulatory requirement that relates to the securities or futures industry in Singapore or
elsewhere,
in connection with any matter occurring or arising during the period when he was so
concerned with the corporation or partnership entity or business trust; and
(k)

has ever been the subject of any current or past investigation or disciplinary proceedings, or
has been reprimanded or issued any warning, by the Authority or any other regulatory
authority, exchange, professional body or government agency, whether in Singapore or
elsewhere.

Directors
1A. Tan Hoe San was named as a defendant in MC Suit No. 13523/2006, wherein the plaintiff Hang
Ten Enterprises (Pte) Ltd claimed for the liquidated sum of $9,692.31. The Writ of Summons was
filed on 5 June 2006 but has since been automatically discontinued. There was no judgment
entered against Tan Hoe San.
1B. In 2006, Low Wai Cheong assisted the Commercial Affairs Department (“CAD”) in its investigation
into suspected securities price manipulation by certain executive(s) of See Hup Seng Limited
(listed on the then SESDAQ board of SGX-ST) to which he was an independent director. Low Wai
Cheong understood that investigation has concluded without any charge being preferred against
any person, and has subsequently requested for and obtained a written confirmation from the
CAD that investigation has concluded and his assistance was no longer required. Assistance was
voluntary and was not pursuant to any notices issued under the Criminal Procedure Code.
1C. In July 2008, Chia Kok Hee and So Lai Har made a complaint on conduct and inadequate
professional services to the Law Society against Low Wai Cheong and two of his colleagues in
ChrisChong and CT Ho Partnership. The complaints were made in respect of a litigation case in
which Low Wai Cheong and his colleagues were the solicitors on record acting for Chia Kok Hee
and So Lai Har. The complaints on conduct and inadequate professional services were dismissed
by the Law Society in July 2009 and September 2010 respectively.
1D. In September 2009, Beauty China Holdings Limited was wound up by the High Courts of the Hong
Kong SAR. Low Wai Cheong was then an independent director of Beauty China Holdings Limited.
1E. In November 2010, Foong Daw Ching was interviewed by the Commissioner of Charities and the
CAD in his capacity as the then Managing Partner of his firm, TeoFoongWongLCLoong, in respect
of certain allegations relating to the misapplication of church funds by certain officials of City
Harvest Church. TeoFoongWongLCLoong is the auditor of City Harvest Church but Foong Daw
Ching is neither the lead partner nor the engagement partner of the audit of City Harvest Church.
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1F.

Low Wai Cheong assisted the CAD in February 2012 in its investigation into KXD Digital
Entertainment Limited’s failure to timely disclose certain litigation against the company. Low Wai
Cheong is the joint company secretary of KXD Digital Entertainment Limited. He had participated
in a teleconference meeting in December 2009 convened to discuss and approve the professional
services planning memorandum for FY2009 presented by KXD Digital Entertainment Limited’s
external auditors in his capacity as joint company secretary. Low Wai Cheong assisted CAD
mainly in providing information on this meeting.

Executive Officers
1G. In May 2000, the executive directors of Benefun, including Fu Zi Cong, were given a reprimand
by the Hong Kong Stock Exchange (the “HKSE”) for alleged breach of disclosure requirements
under the HKSE Listing Rules pertaining to a proposed share placement transaction by Benefun.
The executive directors had authorized the publication of two unqualified clarification
announcements without making reference to the share placement transaction and the company
or its directors were not aware of any matter which could explain the company’s share price and
turnover volume. The announcements were deemed as misleading information and the company
and the executive directors had not disclosed material information as soon as reasonably
practicable.
1H. In January 2006, Xiamen Xiangyu Presto Trading Co., Ltd. (厦門象嶼波士托貿易有限公司)
(hereafter “Presto”) (in which Zhong Ma Ming and Fu Zi Cong were then executive directors of),
was sued by Heshe Holdings Limited, a 75% majority shareholder of Presto, in the Intermediate
Court of Xiamen City, Fujian Province. Heshe Holdings Limited’s claim against Presto was to inter
alia, seek the right to review all the financial documents of Presto. Initially, Heshe Holdings Limited
made four claims but on 15 March 2006 withdrew three of these, leaving one claim, namely, for
all the accounts, original receipts, financial statements and any other documents in relation to the
financial matters of Presto to be provided to it. The court granted judgment on 21 June 2006 and
ordered that Presto provide its financial accounting reports from 1 July 2004 to 21 June 2006 to
Heshe Holdings Limited. Presto was terminated by a members’ voluntary winding up in 2008, due
to the expiration of business licence.
2.

The aggregate remuneration paid to our Directors for services rendered in all capacities to our
Group for FY2011 was approximately RMB119,600 (equivalent to S$24,609).

3.

There is no shareholding qualification for Directors under the Articles of Association of our
Company.

4.

Save as disclosed in the sections entitled “Restructuring Exercise” and “Interested Person
Transactions” of this Offer Document, none of our Directors is interested, directly or indirectly, in
the promotion of, or in any property or assets which have, within the two (2) years preceding the
date of this Offer Document, been acquired or disposed of by or leased to, our Company or our
subsidiaries.

5.

No sum or benefit has been paid or is agreed to be paid to any Director or expert, or to any firm
in which such Director or expert is a partner or any corporation in which such Director or expert
holds shares or debentures, in cash or shares or otherwise, by any person to induce him to
become, or to qualify him as, a Director, or otherwise for services rendered by him or by such firm
or corporation in connection with the promotion or formation of our Company.
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6.

Save as disclosed above and in the sections entitled “Interested Person Transactions — Potential
Conflicts of Interests” and “Restructuring Exercise” of this Offer Document:
(a)

None of our Directors, Executive Officers, Substantial Shareholders or any of their
Associates has had any interest, direct or indirect, in any transactions to which our Company
was or is to be a party;

(b)

None of our Directors, Executive Officers, Substantial Shareholders or any of their
Associates has any interest, direct or indirect, in any company carrying on the same
business or a similar trade which competes materially and directly with the existing business
of our Group;

(c)

None of our Directors, Executive Officers, Substantial Shareholders or any of their
Associates has any interest, direct or indirect, in any company that is our customer or
supplier of goods and services; and

(d)

None of our Directors has any interest in any existing contract or arrangement which is
significant in relation to the business of our Company and our subsidiaries, taken as a whole.

SHARE CAPITAL
7.

As at the Latest Practicable Date, there is only one class of shares in the capital of our Company.
There are no founder, management or deferred shares. The rights and privileges attached to our
Shares are stated in the Articles of Association of our Company.

8.

Save as disclosed below and in the sections entitled “Share Capital” and “Restructuring Exercise”
of this Offer Document, there are no changes in the issued and paid-up share capital of our
Company and our subsidiaries within the last three (3) years preceding the date of this Offer
Document.

9.

Save as disclosed below and in the sections entitled “Share Capital” and “Restructuring Exercise”
of this Offer Document, no shares in, or debentures of, our Company or any of our subsidiaries
has been issued, or are proposed to be issued, as fully or partially paid for cash or for a
consideration other than cash, during the last three (3) years preceding the date of lodgement of
this Offer Document.

10. No option to subscribe for shares in, or debentures of, our Company or our subsidiaries has
granted to, or was exercised by, any of our Directors or Executive Officers within the two (2)
financial years.
11.

Apart from the Performance Share Plan, our Company does not have any arrangement that
involves the issue or grant of shares to the employees of our Group.

12. The interests of our Directors and Substantial Shareholders in our Shares as at the Latest
Practicable Date and as recorded in the Register of Directors’ Shareholdings and the Register of
Substantial Shareholders maintained under the provisions of the Companies Act are set out in the
section entitled “Shareholders” of this Offer Document.

182

GENERAL AND STATUTORY INFORMATION
MEMORANDUM AND ARTICLES OF ASSOCIATION
13. Memorandum of Association
The Memorandum of Association of our Company states, among others, that the liability of
members of our Company is limited.
The principal purpose of our Company is investment holding. Our Company’s objects and
purposes are set out in full in the Memorandum of Association which is available for inspection at
our registered office as stated in the section entitled “General and Statutory Information —
Documents for Inspection” of this Offer Document.
14. Articles of Association
An extract of the relevant provisions of our Articles of Association of our Company, providing, inter
alia, for (a) a Director’s power to vote on a proposal, arrangement or contract in which the Director
is interested; (b) the Director’s power to vote on remuneration for himself or for any other director;
(c) borrowing powers exercisable by the Directors and variation thereof; (d) retirement or
non-retirement of Directors under an age limit requirement; (e) number of shares, if any, required
for Director’s qualification; (f) the rights, preferences and restrictions attaching to each class of
shares; (g) any change in capital; (h) any change in the respective rights of the various classes
of shares; (i) any time limit after which a dividend entitlement will lapse; and (j) any limitation on
the right to own Shares, are set out in Appendix E of this Offer Document.
The complete Articles of Association of our Company are available for inspection by Shareholders
at our registered office as stated in the section entitled “General and Statutory Information —
Documents for Inspection” of this Offer Document.
MATERIAL CONTRACTS
15. Save as disclosed in the section entitled “Restructuring Exercise” of this Offer Document, our
Company and our subsidiaries have not entered into any material contracts, which are not in the
ordinary course of business within the two (2) years preceding the date of lodgement of this Offer
Document and are or may be material.
LITIGATION
16. To the best of our knowledge and belief, having made all reasonable enquiries, neither our
Company nor any of our subsidiaries is engaged in any legal or arbitration proceedings as plaintiff
or defendant, including those which are pending or known to be contemplated, which may have
or which have had in the 12 months immediately preceding the date of lodgement of the Offer
Document, a material effect on our Group’s financial position or profitability of our Company or our
subsidiaries or associated companies.
MANAGEMENT AND PLACEMENT ARRANGEMENTS
17. Pursuant to the Management Agreement dated 19 April 2012 entered into between our Company
and PPCF as the Manager and Sponsor, our Company appointed PPCF to sponsor and manage
the Listing. PPCF will receive a management fee for such services rendered.
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18. Pursuant to the Placement Agreement dated 19 April 2012 entered into between our Company
and PPCF as the Placement Agent, the Placement Agent has agreed to subscribe and/or procure
subscriptions for the Placement Shares for a placement commission of 3.25% of the aggregate
Placement Price for each Placement Share, to be paid by our Company. The Placement Agent
may, at its absolute discretion, appoint one or more sub-placement agents for the Placement
Shares.
19. Brokerage will be paid by our Company to members of the SGX-ST, merchant banks and
members of the Association of Banks in Singapore in respect of successful applications made on
Application Forms bearing their respective stamps. This brokerage has been included in the
placement commission stated in paragraph 18 above. Subscribers of the Placement Shares may
be required to pay a brokerage fee of up to 1.0% of the Placement Price to the Placement Agent
(and the prevailing GST, if applicable).
20. Other than pursuant to the Placement Agreement, there are no contracts, agreements or
understandings between our Company and any person or entity that would give rise to any claim
for brokerage commission, finder’s fees or other payments in connection with the subscription of
the Placement Shares.
21. Subject to the consent of the SGX-ST being obtained, the Management Agreement may be
terminated by PPCF at any time before the close of the Application List on the occurrence of
certain events including:
(a)

PPCF becomes aware of any breach by our Company and/or its agent(s) of any warranties,
representations, covenants or undertakings given by our Company to PPCF in the
Management Agreement; or

(b)

there shall have been, since the date of the Management Agreement any change or
prospective change in or any introduction or prospective introduction of any legislation,
regulation, policy, directive, guideline, rule or byelaw by any relevant government or
regulatory body, whether or not having the force of law, or any other occurrence of similar
nature that would materially change the scope of work, responsibility or liability required of
PPCF; or

(c)

there is a conflict of interest for PPCF, or any dispute, conflict or disagreement with our
Company or where our Company wilfully fails to comply with any advice from or
recommendation of PPCF.

22. Subject to the consent of the SGX-ST being obtained, the Placement Agreement may be
terminated by PPCF at any time before the close of the Application List on the occurrence of
certain events including:
(a)

the Placement Agent becomes aware of any material breach by our Company and/or our
agent(s) of any of the warranties, representations, covenants or undertakings given by our
Company to the Placement Agent in the Placement Agreement; or

(b)

there shall have been, since the date of the Placement Agreement, any change or
prospective change in or any introduction or prospective introduction of any legislation,
regulation, policy, directive, guideline, rule or byelaw by any relevant government or
regulatory body, whether or not having the force of law, or any other occurrence of similar
nature, which event or events shall in the reasonable opinion of the Placement Agent (1)
result or be likely to result in a material adverse fluctuation or adverse conditions in the stock
184

GENERAL AND STATUTORY INFORMATION
market in Singapore or overseas or (2) be likely to materially prejudice the success of the
offer or subscription of the Placement Shares (whether in the primary market or in respect
of dealings in the secondary market) or (3) make it impracticable, inadvisable, inexpedient
or uncommercial to proceed with any of the transactions contemplated in the Placement
Agreement or (4) be likely to have a material adverse effect on the business, trading
position, operations or prospects of our Company or of our Group as a whole or (5) be such
that no reasonable placement agent would have entered into the Placement Agreement or
(6) make it uncommercial or otherwise contrary to or outside the usual commercial practices
of placement agents in Singapore for the Placement Agent to observe or perform or be
obliged to observe or perform the terms of the Placement Agreement.
The Placement Agreement and Management Agreement are conditional upon each agreement
not being terminated or rescinded pursuant to the provisions of each agreement. In the event that
the Placement Agreement or the Management Agreement is terminated, our Company reserves
the right, at the absolute discretion of our Directors, to cancel the Placement.
23. In the reasonable opinion of our Directors, PPCF does not have a material relationship with our
Company, save as disclosed below:
(a)

PPCF is the Manager, Sponsor and Placement Agent in relation to the Listing;

(b)

PPCF will be the continuing Sponsor of our Company for a period of three (3) years from the
date our Company is admitted and listed on Catalist; and

(c)

Pursuant to the Management Agreement and as part of PPCF’s management fees as the
Manager, Sponsor and Placement Agent, our Company will issue and allot 2,533,000 new
Shares to PPCF, representing 1.75% of the issued share capital of our Company
post-Placement, at the Placement Price for each PPCF Share. Upon completion of the
relevant moratorium periods as set out in the section entitled “Share Capital — Moratorium”
of this Offer Document, PPCF will dispose its relevant shareholding interests in our
Company at its discretion.

MISCELLANEOUS
24. The nature of the business of our Company has been stated earlier in this Offer Document. The
corporations which by virtue of Section 6 of the Companies Act are deemed to be related to our
Company are set out in the section entitled “Group Structure” of this Offer Document.
25. There has been no previous issue of Shares by our Company or offer for sale of our Shares to the
public within the two years preceding the date of this Offer Document.
26. There has not been any public takeover offer by a third party in respect of our Shares or by our
Company in respect of shares of another corporation or units of a business trust which has
occurred between the beginning of the most recent completed financial year and the Latest
Practicable Date.
27. No expert is employed on a contingent basis by our Company or our subsidiaries, or has an
interest, whether direct or indirect, in the shares of our Company or our subsidiaries, or has a
material economic interest, whether direct or indirect, in our Company, including an interest in the
success of the Placement.
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28. No amount of cash or securities or benefit has been paid or given to any promoter within the two
(2) years preceding the Latest Practicable Date or is proposed or intended to be paid or given to
any promoter at any time.
29. Save as disclosed in the section entitled “General and Statutory Information — Management and
Placement Agreements” of this Offer Document, no commission, discount or brokerage has been
paid or other special terms granted within the two years preceding the Latest Practicable Date or
is payable to any Director, promoter, expert, proposed director or any other person for subscribing
or agreeing to subscribe or procuring or agreeing to procure subscriptions for any shares in, or
debentures of, our Company or our subsidiaries.
30. Application monies received by our Company in respect of successful applications (including
successful applications which are subsequently rejected) will be placed in a separate non-interest
bearing account with the Receiving Banker. In the ordinary course of business, the Receiving
Banker will deploy these monies in the inter-bank money market. All profits derived from the
deployment of such monies will accrue to the Receiving Banker. Any refund of all or part of the
application monies to unsuccessful or partially successful applicants will be made without any
interest or any share of revenue or any other benefit arising therefrom.
31. Save as disclosed in this Offer Document, our Directors are not aware of any relevant material
information including trading factors or risks which are unlikely to be known or anticipated by the
general public and which could materially affect the profits of our Company and our subsidiaries.
32. Save as disclosed in this Offer Document, the financial condition and operations of our Group are
not likely to be affected by any of the following:
(a)

known trends or demands, commitments, events or uncertainties that will result in or are
reasonably likely to result in our Group’s liquidity increasing or decreasing in any material
way;

(b)

material commitments for capital expenditure;

(c)

unusual or infrequent events or transactions or any significant economic changes that may
materially affect the amount of reported income from operations; and

(d)

the business and financial prospects and any significant recent trends in the development
costs and selling prices of properties and known trends or uncertainties that have had or that
we reasonably expect will have a material favourable or unfavourable impact on revenues,
profitability, liquidity, capital resources or operating income or that would cause financial
information disclosed to be not necessarily indicative of the future operating results or
financial condition of our Company.

33. Save as disclosed in this Offer Document, our Directors are not aware of any event which has
occurred since the end of FY2011 to the Latest Practicable Date which may have a material effect
on the financial position and results of our Group or the financial information provided in this Offer
Document.
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34. Details, including the name, address and professional qualifications including membership in a
professional body of the auditors of our Company for the last three financial years ended
30 September 2009, 2010 and 2011 are as follows:

Period
FY2009 to FY2011

Name, Professional
Qualification and
Address
Deloitte & Touche LLP
6 Shenton Way #32-00
DBS Building Tower
Two Singapore 068809

Professional Body

Partner-in-charge/
Professional
Qualification

Institute of Certified
Public Accountants
of Singapore

Seah Gek Choo/
Certified Public
Accountants

We currently have no intention of changing our auditors after the listing of our Company on
Catalist.
CONSENTS
35. The Independent Auditors and Reporting Accountants, Deloitte & Touche LLP, have given and
have not withdrawn their written consent to the issue of this Offer Document with the inclusion
herein of the Independent Auditors’ Report on the Combined Financial Statements for the
Financial Years Ended 30 September 2009, 2010 and 2011 as set out in Appendix A of this Offer
Document, in the form and context in which it is respectively included and references to its name
in the form and context in which they appear in this Offer Document and to act in such capacity
in relation to this Offer Document.
36. The Independent Valuers, JLLCAA, have given and have not withdrawn their written consent to
the issue of this Offer Document with the inclusion herein of the Valuation Report as set out in
Appendix B of this Offer Document, and the extracts of the Market Report as set out in the section
entitled “General Information of our Company and our Group — Industry Overview” of this Offer
Document, in the form and context in which it is respectively included and references to its name
in the form and context in which they appear in this Offer Document and to act in such capacity
in relation to this Offer Document.
37. The Manager, Sponsor and Placement Agent, the Solicitors to the Placement and Legal Advisers
to our Company on Singapore Law, the Legal Advisers to our Company on PRC Law, the
Company’s legal advisers on BVI law (in respect of the Trust Arrangement Letters and due
diligence of Jumbo Equity), the Share Registrar, the Principal Bankers and the Receiving Banker,
have each given and have not withdrawn their written consents to the issue of this Offer Document
with the inclusion herein of their name and references thereto in the form and context in which
they respectively appear in this Offer Document and to act in such respective capacities in relation
to this Offer Document.
38. Each of the Solicitors to the Placement and Legal Advisers to our Company on Singapore Law,
the Legal Advisers to our Company on PRC Law, the Company’s legal advisers on BVI law (in
respect of the Trust Arrangement Letters and due diligence of Jumbo Equity), the Share Registrar,
the Principal Bankers and the Receiving Banker do not make or purport to make any statement
in this Offer Document or any statement upon which a statement in this Offer Document is based
and each of them makes no representation regarding any statement in this Offer Document and
to the maximum extent permitted by law, expressly disclaims and takes no responsibility for any
liability to any persons which is based on, or arises out of, any statement, information or opinions
in, or omission from, this Offer Document.
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GENERAL AND STATUTORY INFORMATION
RESPONSIBILITY STATEMENT BY OUR DIRECTORS
39. The Directors collectively and individually accept full responsibility for the accuracy of the
information given in this Offer Document and confirm after making all reasonable enquiries, that
to the best of their knowledge and belief, this Offer Document constitutes full and true disclosure
of all material facts about the Listing, our Group, and the Directors are not aware of any facts the
omission of which would make any statement in this Offer Document misleading. Where
information in this Offer Document has been extracted from published or otherwise publicly
available sources or obtained from a named source, the sole responsibility of the Directors has
been to ensure that such information has been accurately and correctly extracted from those
sources and/or reproduced in this Offer Document in its proper form and context.
DOCUMENTS FOR INSPECTION
40. The following documents or copies thereof may be inspected at our registered office at 1
Robinson Road, #18-00 AIA Tower, Singapore 048542 during normal business hours for a period
of six months from the date of registration of this Offer Document with the SGX-ST (acting as
agent on behalf of the Authority):
(i)

the Memorandum and Articles of Association of our Company;

(ii)

the Independent Auditors’ Report on the Combined Financial Statements for the Financial
Years Ended 30 September 2009, 2010 and 2011 as set out in Appendix A of this Offer
Document;

(iii)

the Service Agreement referred to in this Offer Document;

(iv) the letters of consent referred to in the subsection entitled “Consents” in this section of this
Offer Document;
(v)

the Valuation Report as set out Appendix B of this Offer Document; and

(vi) the Market Report as referred to in the sections entitled “General Information on our
Company and our Group — Prospects, Trend Information, and Industry Overview” of this
Offer Document.
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INDEPENDENT AUDITORS’ REPORT ON THE COMBINED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2009, 2010 AND 2011
April 19, 2012
The Board of Directors
Starland Holdings Limited
1 Robinson Road
#18-00 AIA Tower
Singapore 048542
Dear Sirs
We have audited the combined financial statements of Starland Holdings Limited (the “Company”) and
its subsidiaries (the “Group”). The combined financial statements comprise the combined statements
of financial position as at September 30, 2009, 2010 and 2011, and the related combined statements
of comprehensive income, combined statements of changes in equity and combined statements of
cash flows of the Group for the years ended September 30, 2009, 2010 and 2011 (the “Relevant
Periods”), and a summary of significant accounting policies and other explanatory notes, as set out on
pages A-3 to A-32.
Management’s Responsibility for the Combined Financial Statements
Management is responsible for the preparation of the combined financial statements that give a true
and fair view in accordance with the Singapore Financial Reporting Standards and for devising and
maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that
assets are safeguarded against loss from unauthorised use or disposition; and transactions are
properly authorised and that they are recorded as necessary to permit the preparation of true and fair
profit and loss accounts and balance sheets and to maintain accountability of assets.
Auditors’ Responsibility
Our responsibility is to express an opinion on these combined financial statements based on our audit.
We conducted our audit in accordance with the Singapore Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the combined financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the combined financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the combined financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of the combined financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the combined
financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.
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Opinion
In our opinion, the combined financial statements of the Group are properly drawn up in accordance
with the Singapore Financial Reporting Standards so as to give a true and fair view of the state of affairs
of the Group as at September 30, 2009, 2010 and 2011 and of the results, changes in equity and cash
flows of the Group for the Relevant Periods.
Other matters
These combined financial statements have been prepared solely in connection with the proposed
listing of Starland Holdings Limited. on Catalist, the sponsor-supervised board of the Singapore
Exchange Securities Trading Limited. This report is made solely to you, as a body and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the
contents of this report.

Yours faithfully

Deloitte & Touche LLP
Public Accountants and
Certified Public Accountants
Singapore

Seah Gek Choo
Partner
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STARLAND HOLDINGS LIMITED
COMBINED STATEMENTS OF FINANCIAL POSITION
As at September 30, 2009, 2010 and 2011
Note

2011
RMB’000

2010
RMB’000

2009
RMB’000

ASSETS
Current assets
Cash and bank balances

6

11,680

9,049

8,430

Pledged bank deposits

6

—

1,310

—

Other receivables and deposits

7

1,205

6,162

25

Properties held for sale

8

39,942

—

—

Development properties

9

92,544

154,034

87,687

145,371

170,555

96,142

Total current assets
Non-current assets
Equipment

10

1,164

1,525

436

Deferred tax assets

11

275

1,005

305

1,439

2,530

741

146,810

173,085

96,883

Total non-current assets
Total assets
EQUITY AND LIABILITIES
Current liabilities
Trade payables

12

1,435

894

9

Other payables

13

1,662

55,418

637

Advances from shareholders

14

804

103,598

81,300

Income tax payable

36,344

—

—

Total current liabilities

40,245

159,910

81,946

11

876

—

—

Share capital

15

642

16,500

16,000

Capital reserve

16

99,027

—

—

Non-current liability
Deferred tax liabilities
Capital and reserves

Retained earnings (accumulated losses)

6,020

(3,325)

(1,063)

Total capital and reserves

105,689

13,175

14,937

Total equity and liabilities

146,810

173,085

96,883

See accompanying notes to combined financial statements.
A-3

APPENDIX A — INDEPENDENT AUDITORS’ REPORT ON
THE COMBINED FINANCIAL STATEMENTS FOR THE FINANCIAL YEARS
ENDED 30 SEPTEMBER 2009, 2010 AND 2011
STARLAND HOLDINGS LIMITED
COMBINED STATEMENTS OF COMPREHENSIVE INCOME
For the financial years ended September 30, 2009, 2010 and 2011
Note

2011
RMB’000

17

77,702

—

—

Cost of sales

(57,236)

—

—

Gross profit

20,466

—

—

41

11

1

Revenue

Other operating income — interest income
Other operating expenses

2010
RMB’000

2009
RMB’000

(89)

(102)

(3)

(339)

(639)

(11)

Administrative expenses

(3,450)

(2,232)

(890)

Profit (loss) before tax

16,629

(2,962)

(903)

Selling expenses

Income tax

18

(7,284)

Profit (loss) for the year representing total
comprehensive income (loss) for the year

19

9,345

(2,262)

(714)

Basic and diluted earnings (loss) per share
(RMB fen)

20

7.79

(1.89)

(0.60)

See accompanying notes to combined financial statements.
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STARLAND HOLDINGS LIMITED
COMBINED STATEMENTS OF CHANGES IN EQUITY
For the financial years ended September 30, 2009, 2010 and 2011

Share
capital
RMB’000

Capital
reserve
RMB’000

Retained
earnings
(accumulated
losses)
RMB’000

Balance at October 1, 2008

8,000

—

Issue of shares

8,000

—

—

—

(714)

16,000

—

(1,063)

500

—

—

—

(2,262)

(2,262)

16,500

—

(3,325)

13,175

642

—

—

642

99,027

—

82,527

—

—

9,345

9,345

642

99,027

6,020

105,689

Total comprehensive loss for the year
Balance at September 30, 2009
Issue of shares
Total comprehensive loss for the year
Balance at September 30, 2010
Issue of shares
Arising from restructuring (Notes 1 and 16)

(16,500)

Total comprehensive income for the year
Balance at September 30, 2011

See accompanying notes to combined financial statements.
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STARLAND HOLDINGS LIMITED
COMBINED STATEMENTS OF CASH FLOWS
For the financial years ended September 30, 2009, 2010 and 2011
Note

2011
RMB’000

2010
RMB’000

2009
RMB’000

(2,962)

(903)

Operating activities
Profit (loss) before tax

16,629

Adjustments for:
Depreciation of equipment

443

270

58

Interest income

(41)

(11)

(1)

(2,703)

(846)

Operating cash flows before movements
in working capital

17,031

Properties held for sale

(39,942)

Development properties

61,490

(66,347)

(64,075)

Other receivables and deposits

573

(1,471)

(26)

Trade payables

541

Other payables
Cash used in operations
Interest received

Net cash used in operating activities

—

885

9

(53,769)

54,686

637

(14,076)

(14,950)

41

Income tax refund (paid)

—

11

(64,301)
1

2,054

(4,571)

—

(11,981)

(19,510)

(64,300)

(82)

(1,359)

(494)

Investing activity
Purchase of equipment, representing net cash used
in investing activity
Financing activities
Proceeds from shareholders

14,312

50,000

83,827

Repayment to shareholders

(1,570)

(27,702)

(18,871)

1,310

(1,310)

Pledged bank deposits
Proceeds from issuing of shares

—

642

500

8,000

14,694

21,488

72,956

Net increase in cash and cash equivalents

2,631

619

8,162

Cash and cash equivalents at beginning of year

9,049

8,430

268

11,680

9,049

8,430

Net cash from financing activities

Cash and cash equivalents at end of year

6

See accompanying notes to combined financial statements.
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STARLAND HOLDINGS LIMITED
NOTES TO COMBINED FINANCIAL STATEMENTS
September 30, 2009, 2010 and 2011
1

GENERAL
The Company (Registration No. 201131382E) is incorporated in the Republic of Singapore on
October 20, 2011 as a private limited company, with an issued and paid-up share capital of S$100
comprising 100 ordinary shares. The Company’s registered office is at 1 Robinson Road, #17-00
AIA Tower, Singapore 048542 and principal places of business at 101 Thomson Road, #15-04
United Square, Singapore 307591 and University Town, 89 Julong Avenue, Block 7, 1st Floor,
Lidu, Fuling District, Chongqing Municipality, the People’s Republic of China (“PRC”) 408100. The
combined financial statements are expressed in Renminbi which is the Company’s functional
currency.
The combined financial statements have been prepared solely in connection with the proposed
listing of the Company on Catalist, the sponsor-supervised board of the Singapore Exchange
Securities Trading Limited (“SGX-ST”).
The principal activity of the Company is that of an investment holding company.
The principal activities of the subsidiaries are disclosed below.
Pursuant to the Group restructuring (the “Restructuring Exercise”) to rationalise the structure of
the Company and its subsidiaries (hereinafter collectively referred to as the “Group”) in
preparation for the proposed listing of the Company, the Company underwent a Restructuring
Exercise involving the following:
I.

Incorporation of the Company and its subsidiaries
(a)

The Company was incorporated in Singapore on October 20, 2011 with an initial
paid-up capital of S$100, comprising 100 shares held by Super Vantage Investment
Limited (51%) (“Super Vantage”), a company incorporated in the British Virgin Islands
(“BVI”), and Able Lead International Limited (49%) (“Able Lead”), a company
incorporated in the BVI. Super Vantage is wholly owned by Tan Hoe San, the Executive
Chairman of the Company, and Able Lead is wholly owned by Fan Yi Ru, the
non-Executive Director of the Company.

(b)

Jumbo Equity Group Limited (“Jumbo Equity”) was incorporated in the BVI on January
4, 2011 with an initial paid-up capital of US$1,000, comprising 1,000 shares held by
Tan Hoe San (51%) and Fan Yi Ru (49%). Before the Restructuring Exercise, Jumbo
Equity was the holding company of the Group’s subsidiaries in the PRC.

(c)

Xiamen Yida Trading Limited (“Xiamen Yida”), a wholly foreign owned enterprise
(“WOFE”), was incorporated in the PRC on April 6, 2011 with an initial paid up capital
of US$100,000. The initial shareholder of Xiamen Yida was Ever Thrive International
Limited (“Ever Thrive”), a company incorporated in the BVI, holding the entire 100%
equity interest. Ever Thrive is wholly owned by Tan Hoe San.
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II.

(d)

Chongqing Gangyuan Tuowei Property Service Co., Ltd. (“Gangyuan Tuowei”) was
incorporated in the PRC on January 4, 2010 with an initial paid up capital of
RMB500,000. The initial shareholders of Gangyuan Tuowei were Chen Hai Yan and
Chen You Wen holding 99% and 1% equity interest respectively.

(e)

Chongqing Tianhu Land Co., Ltd. (“Tianhu Land”) was incorporated in the PRC on
September 17, 2009 with an initial paid up capital of RMB8,000,000. The initial
shareholders of Tianhu Land were Chen Hai Yan and Chen You Wen holding 99.9%
and 0.1% equity interest respectively.

(f)

Chongqing Gangyuan Property Development Co., Ltd (“Gangyuan Property”) was
incorporated in the PRC on July 22, 2008 with an initial paid up capital of
RMB8,000,000. The initial shareholder of Gangyuan Property was Chen Hai Yan,
holding the entire 100% equity interest.

Trust Arrangements
As disclosed above, the initial shareholders of Gangyuan Tuowei and Tianhu Land were
Chen Hai Yan and Chen You Wen (the “Trustees”), whilst the initial shareholder of Gangyuan
Property was Chen Hai Yan. Gangyuan Tuowei, Tianhu Land and Gangyuan Property shall
hereafter collectively be referred to as the “PRC Companies”.
Chen Hai Yan is the daughter-in-law and sister-in-law of Tan Sim Chew and Tan Hoe San
respectively, and Chen You Wen is the brother of Chen Hai Yan. Tan Sim Chew is the father
of Tan Hoe San and the father-in-law of Fan Yi Ru.
On April 17, 2011, the Trustees executed Letters of Confirmation pursuant to which they
confirmed that they had held the entire equity interests in the PRC Companies (the “PRC
Equity Stake”) on trust for Tan Sim Chew with effect from the respective dates of
incorporation of the PRC Companies (the “Trust Arrangements”). As part of the Trust
Arrangements, the funds for the registered capital of the PRC Companies, and the advances
and loans to the PRC Companies, were provided by Tan Sim Chew to the Trustees, who
then in turn injected the capital, loans and advances into the PRC Companies.
On October 20, 2011, Tan Sim Chew, Tan Hoe San, and Fan Yi Ru executed the Deed of
Confirmation, pursuant to which Tan Sim Chew confirmed that it was his intention from the
respective dates of incorporation of the PRC Companies to transfer (and procure the
Trustees to transfer) the PRC Equity Stake to Tan Hoe San and Fan Yi Ru and/or their
designated nominee(s) as part of his succession planning. In addition, Tan Hoe San and Fan
Yi Ru shall be entitled to enjoy the full rights over the advances and loans previously
provided by Tan Sim Chew to the PRC Companies.
In addition, it was also the intention of Tan Sim Chew wherein he had agreed with Zhong Ma
Ming and Fu Zi Cong that each of them shall own 10.0% equity interest of the PRC
Companies in the event that the restructuring exercise for an initial public offering of the PRC
Companies occurs. The aggregate 20.0% equity interests of the PRC Companies shall be
held in trust by Fan Yi Ru on behalf of Zhong Ma Ming and Fu Zi Cong and be transferred
to them should such event be triggered.
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III.

Restructuring of the PRC Subsidiaries
(a)

In May 2011, the following steps were taken:
The entire equity interest of Gangyuan Tuowei was transferred from the Trustees to
Xiamen Yida for a consideration of RMB495,000 (for Chen Hai Yan) and RMB5,000 (for
Chen You Wen) respectively, determined based on Gangyuan Tuowei’s registered
capital of RMB500,000.
The entire equity interest of Tianhu Land was transferred from the Trustees to
Gangyuan Tuowei for a consideration of RMB7,992,000 (for Chen Hai Yan) and
RMB8,000 (for Chen You Wen) respectively, determined based on Chongqing Tianhu’s
registered capital of RMB8 million.
The entire equity interest of Gangyuan Property was transferred from Chen Hai Yan to
Gangyuan Tuowei for a consideration of RMB8 million, determined based on
Gangyuan Property’s registered capital of RMB8 million.
As a result of the aforementioned equity interests’ transfers, Xiamen Yida, a WFOE,
became the holding company of the PRC Companies.

(b)

In August 2011, the entire equity interest of Xiamen Yida was transferred from Ever
Thrive to Jumbo Equity for a cash consideration of US$100,000, determined based on
Xiamen Yida’s registered capital of US$100,000.
As a result of the aforementioned equity interest transfer, Tan Hoe San and Fan Yi Ru
became the shareholders of the PRC Subsidiaries via Jumbo Equity.

IV.

Acquisition of Jumbo Equity by the Company
On September 30, 2011, the Company acquired the entire equity interest in Jumbo Equity
for the nominal consideration of S$1 from Tan Hoe San and Fan Yi Ru. On October 22, 2011,
the Company which was incorporated as the proposed listed company in Singapore,
acquired the entire equity interest in Jumbo Equity for the nominal consideration of S$1 from
Tan Hoe San and Fan Yi Ru.

V.

Transfer of equity interests in the Company
On October 20, 2011, Fan Yi Ru executed the Trust Arrangement Letters pursuant to which
she confirmed that with effect from the date of incorporation of Jumbo Equity, she held 20%
of the equity interest in Jumbo Equity on trust for each of Zhong Ma Ming (10%), General
Manager of the Group, and Fu Zi Cong (10%), Group Financial Controller, respectively.
Pursuant to the Trust Arrangement Letters and under the direction of Zhong Ma Ming and Fu
Zi Cong, on November 11, 2011, Able Lead (being wholly owned by Fan Yi Ru) transferred
a total of 20% equity interest in the Company to ZhongLi Investment Limited (10%)
(“ZhongLi”), a company incorporated in the BVI, and Billion Light Investment Limited (10%)
(“Billion Light”), a company incorporated in the BVI, respectively. ZhongLi and Billion Light
are owned by Zhong Jia Feng, the son of Zhong Ma Ming, and Chen Hui Bin, the wife of Fu
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Zi Cong, respectively. Able Lead also transferred 17% of the equity interest of the Company
to Super Vantage (being wholly-owned by Tan Hoe San) for a nominal consideration of S$1.
As at November 11, 2011, Super Vantage and Able Lead own 68% and 12% of the equity
interest of the Company respectively, whilst ZhongLi and Billion Light each own 10% of the
equity interest of the Company.
Upon the completion of the Restructuring Exercise and up to the date of this report, the Company
has the following subsidiaries:

Name of subsidiary

Country of
incorporation
and operations

Attributable
equity interest
of the Group

Principal activity

%
Jumbo Equity Group Limited

BVI

100

Investment holding

100

Wholesale, import and export
of chemical product, office
furniture and clothing;
Consultancy on the enterprise
management and business
information

100

Property management service

Subsidiary of Jumbo Equity Group Limited
Xiamen Yida Trading Limited

PRC

Subsidiary of Xiamen Yida Trading Limited
Chongqing Gangyuan Tuowei
Property Service Co., Ltd.

PRC

Subsidiaries of Chongqing Gaungyuan Tuowei Property Service Co., Ltd.
Chongqing Gangyuan Property
Development Co., Ltd.

PRC

100

Property development,
marketing planning of property;
sales of construction material,
decoration material and low
voltage electronic apparatus

Chongqing Tianhu Land Co., Ltd

PRC

100

Property development,
marketing planning of property;
sales of construction material,
decoration material and low
voltage electronic apparatus

Basis of preparation of the combined financial statements
The Group resulting from the Restructuring Exercise continues to be controlled by the controlling
shareholders and is regarded as a continuing entity. Accordingly, for the purpose of preparing this
set of combined financial statements, the combined statements of financial position, the combined
statements of comprehensive income, combined statements of cash flows and combined
statements of changes in equity for the years ended September 30, 2009, 2010 and 2011 (the
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“Relevant Periods”) have been prepared on a combined basis and include the financial
information of the subsidiaries as if the structure had been in existence since the beginning of the
earliest period presented.
The combined financial statements of the Group for the years ended September 30, 2009, 2010
and 2011 were authorised for issue by the Board of Directors on April 19, 2012.
2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF ACCOUNTING — The combined financial statements are prepared in accordance with
the historical cost basis, except as disclosed in the accounting policies below, and are drawn up
in accordance with Singapore Financial Reporting Standards (“FRS”).
ADOPTION OF NEW AND REVISED STANDARDS — The Group has adopted all the new and
revised FRSs and Interpretations of FRS (“INT FRS”) and amendments to FRS that are relevant
to the Group since the beginning of the Relevant Periods.
At the date of authorisation of these combined financial statements, the following FRSs, INT FRSs
that are relevant to the Group were issued but not effective:
•

Amendments to FRS 1 Presentation of Other Items of Comprehensive Income

•

Amendments to FRS 12 Income Taxes

•

Amendments to FRS 19 Employee Benefits

•

FRS 110 Consolidated Financial Statements

•

FRS 27 (Amended in 2011) Separate Financial Statements

•

FRS 111 Joint Arrangements

•

FRS 28 (Amended in 2011) Investments in Associates and Joint Ventures

•

FRS 112 Disclosures of Interests in Other Entities

•

FRS 113 Fair Value Measurement

•

INT FRS 115 Agreements for Construction of Real Estate — with an Accompanying Note

Management anticipates that the adoption of the FRSs, INT FRSs and amendments to FRS that
were issued but not effective at the date of authorisation of these combined financial statements
and are relevant to the Group will not have a material impact on the combined financial statements
of the Group in the period of their initial adoption.
BASIS OF COMBINATION — The combined financial statements incorporate the financial
statements of the Company and its subsidiaries and had been prepared using the principles of
merger accounting and on the assumption that the re-organisation of entities controlled by the
same shareholders has been effected as at the beginning of the Relevant Periods presented in
these combined financial statements.
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All significant intercompany transactions and balances between Group enterprises are eliminated
on combination.
The acquisition of subsidiaries, other than those involving entities under common control, is
accounted for using the purchase method. The cost of the acquisition is measured at the
aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Group in exchange for control of the acquiree,
plus any costs directly attributable to the business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions for recognition under FRS 103
Business Combinations are recognised at their fair values at the acquisition date, except for
non-current assets (or disposal groups) that are classified as held for sale in accordance with FRS
105 Non-current Assets Held for Sales and Discontinued Operations, which are recognised and
measured at fair value less costs to sell.
FINANCIAL INSTRUMENTS — Financial assets and financial liabilities are recognised on the
Group’s combined statements of financial position when the Group becomes a party to the
contractual provisions of the instrument.
Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial
instrument and of allocating interest income or expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash receipts or payments
(including all fees on points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the financial
instrument, or where appropriate, a shorter period. Income and expense are recognised on an
effective interest basis for debt instruments other than those financial instruments “at fair value
through profit or loss”.
Financial assets
Cash and cash equivalents — Cash and cash equivalents comprise cash on hand and demand
deposits and are subject to an insignificant risk of changes in value.
Loans and receivables — Other receivables that have fixed or determinable payments that are not
quoted in an active market are classified as “loans and receivables”. Loans and receivables are
measured at amortised cost using the effective interest method less impairment. Interest is
recognised by applying the effective interest method, except for short-term receivables when the
recognition of interest is immaterial.
Impairment of financial assets
Financial assets, other than those at fair value through profit or loss, are assessed for indicators
of impairment at the end of each reporting period. Financial assets are impaired where there is
objective evidence that, as a result of one or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of the investment have been impacted.
For financial assets carried at amortised cost, the amount of the impairment is the difference
between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. The carrying amount of the financial asset is
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reduced by the impairment loss directly for all financial assets with the exception of receivables
where the carrying amount is reduced through the use of an allowance account. When a
receivable is uncollectible, it is written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited against the allowance account. Changes in the
carrying amount of the allowance account are recognised in profit or loss.
Derecognition of financial assets
The Group derecognises a financial asset only when the contractual rights to the cash flows from
the asset expire, or it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither transfers nor retains substantially all
the risks and rewards of ownership and continues to control the transferred asset, the Group
recognises its retained interest in the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards of ownership of a transferred
financial asset, the Group continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.
Financial liabilities and equity instruments
Classification as debt or equity
Financial liabilities and equity instruments issued by the Group are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial liability
and an equity instrument.
Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net
of direct issue costs.
Financial liabilities
Trade and other payables are initially measured at fair value, net of transaction costs, and are
subsequently measured at amortised cost, using the effective interest method, with interest
expense recognised on an effective yield basis except for short-term payables when the
recognition of interest is immaterial.
Financial guarantee contract liabilities
A financial guarantee contract is a contact that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when
due in accordance with the original or modified terms of a debt instrument. A financial guarantee
contract issued by the Group and not designated as at fair value through profit or loss is
recognised initially at its fair value less transaction costs that are directly attributable to the issue
of the financial guarantee contract. Subsequent to initial recognition, the Group measures the
financial guarantee contract at the higher of: (i) the amount determined in accordance with FRS
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37 Provisions, Contingent Liabilities and Contingent Assets; and (ii) the amount initially
recognised less, when appropriate, cumulative amortisation recognised in accordance with FRS
18 Revenue.
Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or they expire.
LEASES — Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases are classified
as operating leases.
The Group as lessor
Rental income from operating leases is recognised on a straight-line basis over the term of the
relevant lease unless another systematic basis is more representative of the time pattern in which
use benefit derived from the leased asset is diminished. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the leased asset and recognised as an expense
over the lease term on the same basis as the lease income.
PROPERTIES UNDER DEVELOPMENT FOR SALE — Properties under development for sale
are stated at lower of cost or estimated net realisable value. Net realisable value takes into
account the price ultimately expected to be realised and the anticipated costs to completion. Cost
of property under development comprises land cost, development costs and borrowing costs
capitalised during the development period. When completed, the units held for sale are classified
as completed properties for sale.
PROPERTIES FOR SALE — Completed properties for sale are stated at lower of cost or net
realisable value. Cost is determined by apportionment of the total land cost, development costs
and borrowing costs capitalised to the unsold properties with such apportionment based on floor
area.
Net realisable value is determined by reference to sale proceeds of properties sold in the ordinary
course of business less all estimated selling expenses; or estimated by management in the
absence of comparable transactions taking into consideration prevailing market conditions.
EQUIPMENT — Equipment is stated at cost less accumulated depreciation and any accumulated
impairment losses.
Depreciation is charged so as to write off the cost of equipment, over their estimated useful lives,
using the straight-line method, substantially on the following bases:
Furniture, fixtures and equipment

—

5 years

Motor vehicle

—

5 years

The estimated useful lives, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a prospective
basis.
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Fully depreciated equipment still in use are retained in the combined financial statements.
The gain or loss arising on the disposal or retirement of equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognised in profit or
loss.
IMPAIRMENT OF TANGIBLE ASSETS — At the end of each reporting period, the Group reviews
the carrying amounts of its tangible assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss.
Where an impairment loss subsequently reverses, the carrying amount of the asset (cashgenerating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (cash-generating unit) in prior
years. A reversal of an impairment loss is recognised immediately in profit or loss.
PROVISIONS — Provisions are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Group will be required to settle the
obligation, and a reliable estimate can be made of the amount of the obligation.
The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. Where a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows.
When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.
REVENUE RECOGNITION — Revenue is measured at the fair value of the consideration
received or receivable.
Sale of development properties
Revenue from properties developed for sale is recognised when the risks and rewards of
ownership of units have been transferred to the buyer either upon the issue of completion
certificate or handing over of keys to the buyers, whichever is later. Payments received from
buyers prior to this stage are recorded as advances from customers for sales of properties and
are classified as current liabilities.
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Rendering of services
Property management fee income and service income are recognised over the period when
services are rendered.
Interest income
Interest income is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable.
Rental income
Rental income from properties held for sale is recognised on a straight-line basis over the term of
the relevant lease.
RETIREMENT BENEFIT COSTS — Payments to defined contribution retirement benefit plans are
charged as an expense as they fall due. Payments made to state-managed retirement benefit
schemes, such as the Singapore Central Provident Fund, are dealt with as payments to defined
contribution plans where the Group’s obligations under the plans are equivalent to those arising
in a defined contribution retirement benefit plan.
Pursuant to the relevant regulations of the PRC government, the PRC subsidiaries of the Group
(“PRC Subsidiaries”) have participated in central pension schemes (“the Schemes”) operated by
local municipal governments whereby the PRC Subsidiaries are required to contribute a certain
percentage of the basic salaries of their employees to the Schemes to fund their retirement
benefits. The local municipal governments undertake to assume the retirement benefit obligations
of all existing and future retired employees of the PRC Subsidiaries. The only obligation of the
PRC Subsidiaries with respect to the Schemes is to pay the ongoing required contributions under
the Schemes mentioned above. Contributions under the Schemes are charged as expense when
incurred.
INCOME TAX — Income tax expense represents the sum of the tax currently payable and
deferred tax.
The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit
as reported in the combined statements of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years and it further excludes items that
are not taxable or tax deductible. The Group’s liability for current tax is calculated using tax rates
(and tax laws) that have been enacted or substantively enacted in countries where the Company
and subsidiaries operate by the end of the reporting period.
Deferred tax is recognised on differences between the carrying amounts of assets and liabilities
in the combined financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.
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Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries, except where the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future.
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset realised based on the tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the
same taxation authority and the Group intends to settle its current tax assets and liabilities on a
net basis.
Current and deferred tax are recognised as an expense or income in profit or loss, except when
they relate to items credited or debited outside profit or loss (either in other comprehensive
income or directly in equity), in which case the tax is also recognised outside profit or loss (either
in other comprehensive income or directly in equity), or where they arise from the initial
accounting for a business combination. In the case of a business combination, the tax effect is
taken into account in calculating goodwill or determining the excess of the acquirer’s interest in
the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities over cost.
FOREIGN CURRENCY TRANSACTIONS — The individual financial statements of each Group
entity are measured and presented in the currency of the primary economic environment in which
the entity operates (its functional currency). The combined financial statements of the Group are
presented in Renminbi which is the functional currency of the Company.
In preparing the combined financial statements of the individual entities, transactions in
currencies other than the entity’s functional currency are recorded at the rates of exchange
prevailing on the date of the transaction. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at the end of each
reporting period. Non-monetary items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.
Exchange differences arising on the settlement of monetary items, and on retranslation of
monetary items are included in profit or loss for the period.
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3

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY
In the application of the Group’s accounting policies, which are described in Note 2 above,
management is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.
Critical judgements in applying the Group’s accounting policies
The following are the critical judgements, apart from those involving estimations (see below), that
management has made in the process of applying the Group’s accounting policies and that have
the most significant effect on the amounts recognised in the combined financial statements.
Taxation
The Group has exposure to income taxes in a few jurisdictions. Current tax assets and liabilities
for the current and prior periods are measured at the amount expected to be recovered from or
paid to the taxation authorities, base on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into consideration interpretations
and practices prevailing in the countries in which the Group operates. Where the final tax outcome
of these matters is different from the amounts that were initially recognised, such differences will
impact the income tax provisions in the period in which such determination is made. As at
September 30, 2011, the carrying amount of the Group’s income tax payable is RMB36,344,000
(2010: Nil; 2009: Nil).
The Group accounts for income taxes under the provisions of FRS 12 — Income Taxes. The
Group has recorded deferred tax assets of RMB275,000 (2010: RMB1,005,000; 2009:
RMB305,000) and deferred tax liabilities of RMB876,000 as at September 30, 2011 (2010: Nil;
2009: Nil).
Land appreciation tax (“LAT”)
The Group is subject to LAT in the PRC which has been included in income tax of the Group. The
PRC LAT is levied at progressive rates ranging on the appreciation of land value, being the
proceeds of sales of properties less deductible expenditures including sales charges, borrowing
costs and all property development expenditures in accordance with the PRC tax laws and
regulations.
The actual LAT liabilities are subject to the determination by the tax authorities upon the
completion of the property development projects. However, the Group has not finalised its land
appreciation tax returns with the tax authorities. Accordingly, significant judgement is required in
determining the amount of land appreciation and its related taxes. The ultimate tax determination
is uncertain during the ordinary course of business. The Group recognises these liabilities based
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on management’s best estimates. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact the income tax and deferred
income tax provisions in the period in which such determination is made.
The Group has recognised LAT of RMB2,907,000 for the year ended September 30, 2011 (2010:
Nil; 2009: Nil). Management considers the provision of LAT to be adequate.
Key sources of estimation uncertainty
There are key assumptions concerning the future, and other key sources of estimation uncertainty
at the end of the reporting period, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year, are discussed below.
Carrying amounts of properties for sale and properties under development for sale
The aggregate carrying amount of properties for sale and properties under development for sale
totalled RMB132,486,000 as at September 30, 2011 (2010: RMB154,034,000; 2009:
RMB87,687,000), details of which are disclosed in Notes 8 and 9. They are stated at cost less
allowance for impairment in value, assessed on an individual project basis.
When it is probable that the total project costs will exceed the total projected revenue net of selling
expenses, ie. net realisable value, the amount in excess of net realisable value is recognised as
an expense immediately.
The process of evaluating the net realisable value for each property is subject to management’s
judgement and the effect of assumptions in respect of development plans, timing of sale and the
prevailing market conditions. Management performs cost studies for each project, taking into
account the costs incurred to date, the development status and costs to complete each
development project. Any future variation in plans, assumptions and estimates can potentially
impact the carrying amounts of the respective properties.
Recoverability of other receivables
Management regularly reviews other receivables and estimates the ultimate realisable amounts
for each receivable based on the creditworthiness and the past collection history of each debtor.
Management is of the view that the carrying amounts of the other receivables as disclosed in Note
7 are not impaired and recoverable.
Depreciation of equipment
The cost of equipment is determined on a straight line basis over the assets’ estimated useful lives
as set out in Note 2 to the combined financial statements. Changes in the expected level and
future usage can impact the economic useful lives of these assets with consequential impact on
the future depreciation charge.
The carrying amounts of equipment are stated in Note 10 to the combined financial statements.
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FINANCIAL RISKS AND MANAGEMENT
(a)

Categories of financial instruments
The following table sets out the financial instruments as at the end of the reporting period:
2011
RMB’000

2010
RMB’000

2009
RMB’000

Financial assets
Loans and receivables
(including cash and
bank balances)

12,000

11,593

8,435

2,642

104,974

81,910

Financial liabilities
Amortised cost

(b)

Financial risk management policies and objectives
Management of the Group monitors and manages the financial risks relating to the
operations of the Group to ensure appropriate measures are implemented in a timely and
effective manner. These risks include market risk (foreign exchange risk, interest rate risk,
equity price risk), credit risk and liquidity risk.
The Group does not hold or issue derivative financial instruments for speculative purposes.
There has been no change to the Group’s exposure to these financial risks or the manner
in which it manages and measures the risks during the Relevant Periods.
(i)

Foreign exchange risk management
The Group’s transactions are largely denominated in Renminbi and have limited
exposure to foreign exchange risk, as such no foreign exchange risk sensitive analysis
are performed. The Group does not enter into derivative foreign exchange contracts
and foreign currency borrowings to hedge its foreign exchange risk.

(ii)

Interest rate risk management
The Group is not exposed to interest rate risk as there are no significant interestbearing liabilities or interest-bearing assets.

(iii)

Credit risk management
Credit risk refers to the risk that a counterparty may default on its contractual
obligations resulting in financial loss to the Group. The Group has adopted a policy of
only dealing with creditworthy counterparties and obtaining sufficient collateral where
appropriate, as a means of mitigating the risk of financial loss from defaults. For sales
of properties, sales proceeds are fully settled concurrent with delivery of properties.
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The Group does not have any significant credit risk exposure to any single
counterparty or any group of counterparties having similar characteristics.
The Group’s maximum exposure to credit risk comprises the sum of the carrying
amounts of financial assets recorded in the combined financial statements.
(iv) Liquidity risk management
On September 30, 2011, Tan Hoe San and Fan Yi Ru by way of a waiver agreement,
waived their rights and control over the loan amount of RMB132,036,000 (Note 15) and
irrevocably agreed that they shall have no right of repayment in respect of these loans.
Under the PRC tax laws, the wavier has a potential tax impact of up to RMB33,009,000
on the Group. As such, on January 10, 2012, Tan Hie San and Fan Yi Ru executed a
letter of undertaking pursuant to which they provided an undertaking to provide an
interest-free loan of up to RMB33,009,000 to the Group in the event that the Group
does not have sufficient funds to pay the income tax, or the Group’s operation and cash
flows are affected by such income tax payment. The undertaking shall cease after the
full income tax payable are settled. This loan will be interest free, unsecured, with no
fixed terms of repayment.
The Group maintains sufficient cash and bank balances. The financial liabilities and
assets of the Group are substantially non-interest bearing and are repayable on
demand or within one year.
(v)

Fair value of financial assets and financial liabilities
The carrying amounts of cash and cash equivalents, other current receivables and
payables approximate their respective fair values due to the relatively short-term
maturity of these financial instruments.

(c)

Capital risk management policies and objectives
The Group manages its capital to ensure that entities in the Group will be able to continue
as a going concern while maximising the return to shareholders through the optimisation of
the debt and equity balance.
The capital structure of the Group consists of equity comprising issued capital and reserves
as disclosed in the combined statements of changes in equity of the Group.
The Group reviews the capital structure on an annual basis. As a part of this review, the
Group considers the cost of capital and the risks associated with each class of capital. The
Group’s overall strategy remains unchanged during the Relevant Periods.

5

RELATED PARTY TRANSACTIONS
Related parties are entities with common direct or indirect shareholders and/or directors. Parties
are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions.
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Some of the Group’s transactions and arrangements are with related parties and the effect of
these on the basis determined between the parties is reflected in these combined financial
statements. The balances are unsecured, interest-free and repayable on demand.
Compensation of directors and key management personnel
The remuneration of directors and other members of key management are as follows:

Short-term benefits

2011
RMB’000

2010
RMB’000

2009
RMB’000

187

149

24

During the year, Group entities entered into the following transactions with related parties:
2011
RMB’000
Advances to a related party

—

Repayment of advances to a related party

2010
RMB’000
(500)

2009
RMB’000
—

500

—

—

Advances from shareholders

14,312

50,000

83,827

Repayment of advances from shareholders

(1,570)

(27,702)

(18,871)

Advances from a related party

—

Repayment of advances from a related party

(1,270)

1,270

—

—

—

The advances to and from related party of RMB500,000 and RMB1,270,000 respectively as at
September 30, 2010 were fully repaid during the financial year ended September 30, 2011.
6

CASH AND BANK BALANCES
2011
RMB’000
Cash on hand

2010
RMB’000

2009
RMB’000

262

215

29

Cash at bank

11,418

8,834

8,401

Cash and cash equivalents

11,680

9,049

8,430

—

1,310

—

Pledged bank deposits

Pledged bank deposits, cash and bank balances comprise cash held by the Group. The carrying
amounts of these assets approximate their fair values.
As at September 30, 2010, the effective interest rate for pledged bank deposits was 0.5% per
annum.
Pledged bank deposits represented securities for construction contracts required by local
authorities.
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The Group’s cash and bank balances that are not denominated in the functional currencies of the
respective entities are as follows:
2011
RMB’000

2010
RMB’000

2009
RMB’000

6

—

—

175

—

—

2011
RMB’000

2010
RMB’000

2009
RMB’000

Denominated in:
United States dollars
Singapore dollars

7

OTHER RECEIVABLES AND DEPOSITS

Other receivables from third parties

320

734

5

Advances to suppliers

35

262

20

Advances to a related party (Note 5)

—

500

—

Tax prepayment

282

4,666

—

Prepayments

568

—

—

1,205

6,162

25

The Group’s other receivables are interest-free, repayable on demand and unsecured. The Group
has not made any allowance as management is of the view that these receivables are recoverable
and not impaired.
The aging of other receivables from third parties at the end of each reporting period are less than
one year.
The Group’s other receivables and deposits that are not denominated in the functional currencies
of the respective entities are as follows:
2011
RMB’000

2010
RMB’000

2009
RMB’000

568

—

—

2011
RMB’000

2010
RMB’000

2009
RMB’000

39,942

—

—

Denominated in:
Singapore dollars

8

PROPERTIES HELD FOR SALE

Cost

The properties held for sale are located at Fuling District, Chongqing Municipality, the PRC.
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9

DEVELOPMENT PROPERTIES

Land use rights
Construction costs

Less: transfer to properties held for sale

2011

2010

2009

RMB’000

RMB’000

RMB’000

108,670

101,170

82,670

81,035

52,864

5,017

189,705

154,034

87,687

—

—

154,034

87,687

(97,161)
92,544

The development properties are located at Fuling District, Chongqing Municipality, the PRC.
Development properties are classified as current assets because they are expected to be realised
in the normal operating cycle.
10

EQUIPMENT

Motor
vehicle

Furniture,
fixtures and
equipment

Total

RMB’000

RMB’000

RMB’000

Cost:
At October 1, 2008

—

—

—

Additions

397

97

494

At September 30, 2009

397

97

494

Additions

1,284

75

1,359

At September 30, 2010

1,681

172

1,853

70

12

82

1,751

184

1,935

At October 1, 2008

—

—

—

Depreciation for the year

47

11

58

Additions
At September 30, 2011
Accumulated depreciation:

At September 30, 2009

47

11

58

Depreciation for the year

202

68

270

At September 30, 2010

249

79

328

Depreciation for the year

384

59

443

At September 30, 2011

633

138

771

At September 30, 2009

350

86

436

At September 30, 2010

1,432

93

1,525

At September 30, 2011

1,118

46

1,164

Carrying amount:
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11

DEFERRED TAX ASSETS (LIABILITIES)

Deferred tax assets
Deferred tax liabilities

2011

2010

2009

RMB’000

RMB’000

RMB’000

275

1,005

305

—

—

(876)

The following are the major deferred tax assets and liabilities recognised by the Group and
movements thereon during the current and prior reporting years:
Undistributed
retained profits

Tax losses

Total

RMB’000

RMB’000

RMB’000

At October 1, 2008

—

116

116

Credit to income statement for the year (Note 18)

—

189

189

At September 30, 2009

—

305

305

Credit to income statement for the year (Note 18)

—

700

700

At September 30, 2010

—

1,005

1,005

Charge to income statement for the year (Note 18)

(876)

(730)

At September 30, 2011

(876)

275

(1,606)
(601)

In accordance with the PRC tax circular (Guoshuihan [2008] 112) effective from January 1, 2008,
PRC withholding income tax at the rate of 10% is applicable to dividends payable by the PRC
subsidiaries based on their profits generated from January 1, 2008 onwards to its “non-resident”
investors who do not have an establishment or place of business in the PRC.
12

TRADE PAYABLES
Included in trade payables is retention sum payable amounted to RMB1,089,000 as at September
30, 2011 (2010: Nil; 2009: Nil).

13

OTHER PAYABLES

Deposits from tenants

2011

2010

2009

RMB’000

RMB’000

RMB’000

242

—

—

64

—

—

Advance receipt from the sale of properties

866

53,429

—

Other payables

161

482

601

Other tax payable

108

95

—

—

1,270

—

221

142

36

1,662

55,418

637

Advance rental

Advances from a related party (Note 5)
Accrued expenses
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The Group’s other payables that are not denominated in the functional currencies of the
respective entities are as follows:
2011
RMB’000

2010
RMB’000

2009
RMB’000

12

—

—

Denominated in:
Singapore dollars

14

ADVANCES FROM SHAREHOLDERS
Advances from shareholders are unsecured, interest free and repayable on demand.

15

SHARE CAPITAL
The Company was incorporated on October 20, 2011. At the date of incorporation, the share
capital of the Company was S$100. Accordingly, the share capital in the combined statements of
financial position as at September 30, 2009 and 2010 represented the paid-up capital of the
subsidiaries.
The share capital in the combined statement of financial position as at September 30, 2011
represents the paid up capital of Jumbo Equity Group Limited as at September 30, 2011.

16

CAPITAL RESERVE
Arising from the Restructuring Exercise, advances from shareholders amounted to
RMB132,036,000 less tax of RMB33,009,000 were waived by the shareholders.

17

REVENUE
2011
RMB’000

2010
RMB’000

2009
RMB’000

Income from sale of properties

76,791

—

—

Property management income

144

—

—

Rental income

767

—

—

77,702

—

—
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18

INCOME TAX
2011
RMB’000

2010
RMB’000

2009
RMB’000

Current tax:
PRC enterprise income tax

2,771

—

—

Land appreciation tax

2,907

—

—

5,678

—

—

Deferred tax

1,606

(700)

(189)

Total

7,284

(700)

(189)

The Group is subject to income tax on an entity basis on profits from the jurisdictions in which
members of the Group are domiciled and operate.
Singapore income tax is calculated at 17% (2010: 17%; 2009: 18%) of the estimated assessable
profit for the year. No provision for Singapore income tax has been made as the Group did not
derive any taxable income in Singapore during the Relevant Periods.
On March 16, 2007, the PRC promulgated the Law of the PRC on Enterprise Income Tax (“New
Law”) by Order No.63 of the President of the PRC, with an effective date of January 1, 2008. On
December 28, 2007, the State Council of the PRC issued Implementation Regulations of the New
Law. Due to the New Law and Implementation Regulations, the PRC subsidiaries will be subject
to 25% Enterprise Income Tax, commencing January 1, 2008. Accordingly, taxation arising in the
PRC is calculated at the prevailing rate of 25% (2010: 25%; 2009: 25%) for subsidiaries in PRC.
The income tax expense varied from the amount of income tax expense determined by applying
the above income tax rate to profit before income tax as a result of the following differences:

Profit (loss) before tax

Income tax expense at PRC enterprise income tax
applicable tax rate of 25% (2010: 25%; 2009: 25%)

2011
RMB’000

2010
RMB’000

2009
RMB’000

16,629

(2,962)

(903)

4,157

(741)

(226)

Non-deductible items

50

38

37

Deferred tax benefits not recognised

20

1

—

2,180

—

—

877

2

—

Effect of land appreciation tax
Others
Total income tax expense (benefit)

7,284

(700)

(189)

The PRC enterprise income tax rate represents the income tax rate applicable to the PRC
subsidiaries of which the Group’s principal operations are substantially based throughout the
Relevant Periods.
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At September 30, 2011, the Group has unutilised tax losses of RMB1,100,000 (2010:
RMB4,020,000; 2009: RMB1,220,000) available for offset against future profits. Pursuant to PRC
tax regulations, for the years on which the tax losses are incurred, tax losses may be carried
forward for 5 years subject to the conditions imposed by law including the retention of majority
shareholders as defined.
19

PROFIT (LOSS) FOR THE YEAR
Profit (loss) for the year has been arrived at after charging (crediting):
2011
RMB’000

2010
RMB’000

2009
RMB’000

Depreciation of equipment

443

270

58

Interest income

(41)

(11)

(1)

66

61

35

Salaries and other short-term benefits

1,540

1,383

493

Total employee benefits expense

1,606

1,444

528

57,236

—

—

Employee benefits expense
(including directors’ remuneration):
Retirement benefit scheme contributions

Cost of completed properties for sale recognised as
expenses

20

EARNINGS (LOSS) PER SHARE
Earnings per share for the Relevant Periods have been calculated based on the profit (loss)
attributable to the equity holders of the Group for each of the year and pre-invitation shares of
120,000,000.
The fully diluted earnings (loss) per share and basic earnings (loss) per share are the same
because there is no dilutive share.

21

SEGMENT INFORMATION
The Group’s reportable operating segments are the property development and property
management. Property development covers development of residential, commercial and other
properties.
Accordingly, the above are the Group’s reportable segments under FRS 108 Operating
Segments. Information regarding the Group’s reportable segments is presented below.
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Segment revenues and results
Revenue

Property development

Profit (loss)

2011

2010

2009

2011

2010

2009

RMB’000

RMB’000

RMB’000

RMB’000

RMB’000

RMB’000

76,791

—

—

15,677

(2,973)

(904)

Property management

144

—

—

144

—

—

Rental income

767

—

—

767

—

—

77,702

—

—

16,588

Total

Interest income

(2,973)

41

11

Profit (loss) before income tax

16,629

Income tax

(7,284)

Combined profit (loss)

(904)

(2,962)

9,345

700
(2,262)

1
(903)
189
(714)

Revenue reported above represents revenue generated from external customers. There were no
inter-segment sales in the year (2010: Nil; 2009: Nil).
The accounting policies of the reportable segments are the same as the Group’s accounting
policies described in Note 2. Segment profit represents profit earned by each segment without
allocation of interest income.
The Group’s assets are mainly for property development, hence no analysis of segment assets is
provided.
The Group’s operations are mainly located in the PRC, hence no analysis by geographical area
of operations is provided.
The Group has a large number of customers and does not have any significant revenue arising
from sales of properties to any major customers which are individually accounted for over 10% of
the Group’s total revenue.
22

OPERATING LEASE ARRANGEMENTS
The Group rents outs its properties held for sale in the PRC under operating leases. Property
rental income earned during the year was RMB767,000 (2010: Nil; 2009: Nil).
At the end of the reporting period, the Group has contracted with tenants for the following future
minimum lease payments:
2011

2010

2009

RMB’000

RMB’000

RMB’000

Within one year

2,321

—

—

In the second to fifth years inclusive

4,859

—

—

407

—

—

7,587

—

—

After five years
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EXPENDITURE COMMITMENTS — CONTRACTED
Estimated amounts committed for following future expenditures but not provided for in the
combined financial statements at the end of the reporting period:
2011
RMB’000
Commitments in respect of acquisition of land
Construction of properties

24

2010
RMB’000

2009
RMB’000

—

7,500

26,000

2,597

20,660

38,618

CONTINGENCIES AND GUARANTEES (SECURED)
As at September 30, 2010, the Group has provided guarantees of approximately RMB25,679,000
to the banks for the benefit of its customers in respect of mortgage loans provided by the banks
to these customers for the purchase of the Group’s properties. Should such guarantees be called
upon, there would be an outflow of cash (previously collected by the Group) from the Group to the
banks to discharge the obligations. In the opinion of the directors of the Company, the fair values
of the financial guarantee contracts are insignificant at initial recognition. Management has made
enquiries with the banks and considered the profile of customers who buy the Group’s properties
and concluded that the likelihood of these guarantees being called upon is low. There is no failure
of the guaranteed parties to repay the relevant loans and the possibility of the default of the parties
involved is remote. Accordingly, no value has been recognised in the combined statements of
financial position and the Group did not make any provision or incurred any liability in respect of
the above financial guarantees issued by the Group. These guarantees provided by the Group to
the banks were all discharged during the year ended September 30, 2011 upon receiving the
building ownership certificate of the respective properties by the banks from the customers as a
pledge for security for their mortgage loan granted.
As at September 30, 2011, the Group did not have any guarantees granted to third parties.

25

SUBSEQUENT EVENTS
Subsequent to September 30, 2011, except as disclosed in other notes to the financial
statements, the subsequent events of the Group are as follows:
Pursuant to an extraordinary general meeting held on April 11, 2012, the shareholders approved,
inter alia, the following:
(a)

the sub-division of shares in the issued share capital of the Company, of which 100 shares
have been issued and are fully paid, into 120,000,000 shares;

(b)

the conversion of the Company into a public company limited by shares and the
consequential change of the name to “Starland Holdings Limited”;

(c)

the adoption of a new set of Articles of Association;

(d)

the issue of the Placement Shares which are the subject of the placement on the basis that
the Placement Shares, when allotted, issued and fully paid, will rank pari passu in all
respects with the existing issued shares;
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(e)

the issue of shares to the sponsor (“PPCF shares”) on the basis that the shares, when
allotted, issued and fully paid, will rank pari passu in all respects with the existing issued
shares;

(f)

the approval of the listing and quotation of all the issued shares (including the Placement
Shares to be issued and allotted pursuant to the Placement and the PPCF Shares to be
issued and allotted pursuant to the Management Agreement) and the Award Shares on
Catalist;

(g)

the adoption of the Performance Share Plan, and the authorisation of the Directors, pursuant
to Section 161 of the Companies Act, to allot and issue shares upon the release of Awards
granted under the Performance Share Plan;

(h)

that authority be and is hereby given to the Directors, pursuant to Section 161 of the
Companies Act and by way of ordinary resolution in a general meeting, to:
(A)

(i)

issue Shares whether by way of rights, bonus or otherwise;

(ii)

make or grant offers, agreements or options (collectively, “Instruments”) that
might or would require shares to be issued during the continuance of this
authority or thereafter, including but not limited to the creation and issue of (as
well as adjustments to) warrants, debentures, convertible securities or other
instruments convertible into shares; and/or

(iii)

notwithstanding that such authority may have ceased to be in force at the time
that Instruments are to be issued, issue additional Instruments arising from
adjustments made to the number of Instruments previously issued in the event of
rights, bonus or other capitalisation issues,

at any time and upon such terms and conditions and for such purposes and to such
persons as the Directors may in their absolute discretion deem fit; and
(B)

issue shares in pursuance of any Instrument made or granted by the Directors
pursuant to (A)(ii) and/or (A)(iii) above, while such authority was in force
(notwithstanding that such issue of shares pursuant to the Instruments may occur after
the expiration of the authority contained in this resolution),

provided that:
(1)

the aggregate number of shares to be issued pursuant to such authority (including the
shares to be issued in pursuance of Instruments made or granted pursuant to this
authority but excluding shares which may be issued pursuant to any adjustments
(“Adjustments”) effected under any relevant Instrument, which Adjustments shall be
made in compliance with the provisions of the Catalist Rules for the time being in force
(unless such compliance has been waived by the SGX-ST) and the Articles of
Association for the time being of the Company), does not exceed 100% of the post
Placement issued share capital excluding treasury shares, and provided further that
the aggregate number of Shares to be issued other than on a pro rata basis to
shareholders (including shares to be issued in pursuance of Instruments made or
granted pursuant to such authority but excluding shares which may be issued pursuant
to adjustments effected under any relevant Instrument) shall not exceed 50% of the
post Placement issued share capital excluding treasury shares;
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(2)

in exercising such authority, the Company shall comply with the provisions of the
Catalist Rules for the time being in force (unless such compliance has been waived by
the SGX-ST) and the Articles of Association for the time being of the Company; and

(3)

unless revoked or varied by the Company in general meeting by ordinary resolution,
the authority so conferred shall continue in force until the conclusion of the next annual
general meeting of the Company or the date by which the next annual general meeting
of the Company is required by law to be held, whichever is the earlier.

For the purposes of this resolution and pursuant to Rules 806(3) and 806(4) of the Catalist Rules,
the “post-Placement issued share capital” shall mean the total number of issued shares of the
Company (excluding treasury shares) immediately after the Placement, after adjusting for: (i) new
shares arising from the conversion or exercise of any convertible securities; (ii) new shares arising
from exercising share options or vesting of share awards outstanding or subsisting at the time
such authority is given, provided the options or awards were granted in compliance with the
Catalist Rules; and (iii) any subsequent bonus issue, consolidation or sub-division of shares.
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STARLAND HOLDINGS LIMITED
STATEMENT OF DIRECTORS
In the opinion of the directors, the combined financial statements set up on pages A-3 to A-32 are drawn
up so as to give a true and fair view of the state of affairs of the Group as at September 30, 2009, 2010
and 2011, and of the results, changes in equity and cash flows of the Group for the years ended
September 30, 2009, 2010 and 2011 and at the date of this statement, there are reasonable grounds
to believe that the Company will be able to pay its debts when they fall due.

ON BEHALF OF THE DIRECTORS

Tan Hoe San

Fan Yi Ru

April 19, 2012
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The following is the text of a letter, summary of values and valuation certificates, prepared for the
purpose of incorporation in the Offer Documents received from Jones Lang LaSalle Corporate
Appraisal and Advisory Limited, an independent valuer, in connection with its valuation as at 30
September 2011 of the property interests of the Group

Jones Lang LaSalle Corporate Appraisal and Advisory Limited
6/F Three Pacific Place 1 Queen’s Road East Hong Kong
tel +852 2846 5000 fax +852 2169 6001
Licence No: C-030171

17 January 2012
The Board of Directors
Starland Holdings Pte. Ltd.
No. 1 Robinson Road
No. 18–00 AIA Tower
Singapore 048542
Dear Sirs,
In accordance with your instructions to value the properties in which Starland Holdings Pte. Ltd. (the
“Company”) and its subsidiaries (hereinafter together referred to as the “Group”) have interests in the
People’s Republic of China (the “PRC”), we confirm that we have carried out inspections, made
relevant enquiries and searches and obtained such further information as we consider necessary for
the purpose of providing you with our opinion of the market values of the property interests as at 30
September 2011 (the “date of valuation”).
Our valuation of the property interests represents the market value which we would define as intended
to mean “the estimated amount for which a property should exchange on the date of valuation between
a willing buyer and a willing seller in an arm’s-length transaction after proper marketing wherein the
parties had each acted knowledgeably, prudently, and without compulsion”.
We have valued the property interests by direct comparison approach assuming sale of the property
interests in their existing state with the benefit of immediate vacant possession and by making
reference to comparable sales transactions as available in the relevant market.
For the purpose of our valuation, real estate developments for future development are those the
Construction Work Commencement Permits are not issued while the State-owned Land Use Rights
Certificates have been obtained; real estate developments for sale are those the Construction Work
Certified Reports or Certificates of Completion or Building Ownership Certificates/Real Title Certificates
thereof are issued for by the relevant local authority, this also includes those property interests which
have been contracted to be sold, but the formal assignment procedures of which have not yet been
completed.
We have attributed no commercial value to the property interests in Group III, which are rented by the
Group, due either to the short-term nature of the lease or the prohibition against assignment or
sub-letting or otherwise due to the lack of substantial profit rent.
Our valuation has been made on the assumption that the seller sells the property interests in the market
without the benefit of a deferred term contract, leaseback, joint venture, management agreement or any
similar arrangement, which could serve to affect the values of the property interests.
No allowance has been made in our report for any charge, mortgage or amount owing on any of the
property interests valued nor for any expense or taxation which may be incurred in effecting a sale.
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Unless otherwise stated, it is assumed that the properties are free from encumbrances, restrictions and
outgoings of an onerous nature, which could affect their values.
In valuing the property interests, we have complied with all requirements pursuant to Rule 416 of the
Catalist Listing Manual issued by Singapore Exchange Securities Trading Limited. Our valuation is
prepared in accordance with the RICS Valuation Standards published by the Royal Institution of
Chartered Surveyors; and the International Valuation Standards published by the International
Valuation Standards Council.
We have relied to a very considerable extent on the information given by the Group and have accepted
advice given to us on such matters as tenure, planning approvals, statutory notices, easements,
particulars of occupancy, lettings, and all other relevant matters.
We have been shown copies of various title documents including State-owned Land Use Rights
Certificates, Real Estate Title Certificates and official plans relating to the property interests and have
made relevant enquiries. Where possible, we have examined the original documents to verify the
existing title to the property interests in the PRC and any material encumbrance that might be attached
to the property interests or any tenancy agreement. We have relied considerably on the advice given
by the Company’s PRC legal advisers — King & Wood PRC Lawyers, concerning the validity of the
property interests in the PRC.
We have not carried out detailed measurements to verify the correctness of the areas in respect of the
properties but have assumed that the areas shown on the title documents and official site plans handed
to us are correct. All documents and contracts have been used as reference only and all dimensions,
measurements and areas are approximations. No on-site measurement has been taken.
We have inspected the exterior and, where possible, the interior of the properties. However, we have
not carried out investigation to determine the suitability of the ground conditions and services for any
development thereon. Our valuation has been prepared on the assumption that these aspects are
satisfactory. Moreover, no structural survey has been made, but in the course of our inspection, we did
not note any serious defect. We are not, however, able to report whether the properties are free of rot,
infestation or any other structural defect. No tests were carried out on any of the services.
We have had no reason to doubt the truth and accuracy of the information provided to us by the Group.
We have also sought confirmation from the Company that no material factors have been omitted from
the information supplied. We consider that we have been provided with sufficient information to arrive
an informed view, and we have no reason to suspect that any material information has been withheld.
Unless otherwise stated, all monetary figures stated in this report are in Renminbi (RMB).
Our valuation is summarized below and the valuation certificates are attached.
Yours faithfully,
for and on behalf of
Jones Lang LaSalle Corporate Appraisal and
Advisory Limited
Eddie T.W. Yiu
MRICS MHKIS RPS (GP)
Associate Director
Note:

Eddie T.W. Yiu is a Chartered Surveyor who has 18 years’ experience in the valuation of properties in Hong Kong and
the PRC as well as relevant experience in the Asia-Pacific region.
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SUMMARY OF VALUES
Group I — Property interest held for sale by the Group in the PRC

No.

Property

1.

The remaining unsold portions of
University Town (學府新城)
No. 89 Julong Avenue, Lidu,
Fuling District
Chongqing
The PRC
Sub-total:

Market value in
existing state
as at 30
September 2011
RMB

Interest
attributable to
the Group

180,852,000

100%

180,852,000

Market value
attributable to
the Group
as at 30
September 2011
RMB
180,852,000

180,852,000

Group II — Property interests held for future development by the Group in the PRC

Market value in
existing state
as at 30
September 2011
RMB

Interest
attributable to
the Group

Market value
attributable to
the Group
as at 30
September 2011
RMB

No.

Property

2.

A parcel of land Zone 1,
Wangfu Residential Committee
Lizhi Office
Fuling District
Chongqing
The PRC

308,222,000

100%

308,222,000

3.

A parcel of land Zone 5,
Dianyi Residential Committee,
Jiangbei Office
Fuling District
Chongqing
The PRC

30,927,000

100%

30,927,000

Sub-total:

339,149,000
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Group III — Property interests rented and occupied by the Group in the PRC
Market value
attributable to the
Group as at
30 September 2011
RMB

No.

Property

4.

No. 36, Taiyi Boulevard,
Lidu Street Agency,
Fuling district
Chongqing
The PRC

No commercial value

5.

No. 74 Xinghua Zhong Road,
Fuling district,
Chongqing
The PRC

No commercial value

6.

No. 5 Zu, Jinyin Community
Lidu Street Agency,
Fuling district,
Chongqing
The PRC

No commercial value

Sub-total:

Nil

Market value in existing
state as at
30 September 2011
RMB

Market value
attributable to the
Group as at
30 September 2011
RMB

520,001,000

520,001,000

Grand total:
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VALUATION CERTIFICATE
Group I — Property interest held for sale by the Group in the PRC

Particulars of
occupancy

No. Property

Description and tenure

1.

The property comprises 65 residential
units, 72 commercial units and 112
underground car parking lots of a
residential/commercial
development
known as “University Town” completed
in 2011.

The remaining
unsold portions of
University Town
(學府新城)
No. 89 Julong
Avenue, Lidu,
Fuling District
Chongqing
The PRC

The property has a total gross floor
area of 19,681.09 sq.m. The details are
set out as following:
Usage

180,852,000
100% interest
attributable to
the Group:
RMB180,852,000

Gross Floor Area
(sq.m.)

Residential

7,183.62

Commercial

7,924.29

Underground
car parking
spaces
(112 lots)

4,573.18

Total:

As at the date of
valuation, the
property is vacant
except for the
commercial units
which are let to
various tenants.
(see note 3)

Market value in
existing state as
at 30 September
2011
RMB

19,681.09

The land use rights of the property
have been granted for various terms
with the expiry dates on 17 June 2048
and 17 June 2078 for commercial and
residential uses respectively.
Notes:
1.

Pursuant to 2 State-owned Land Use Rights Grant Contracts dated 17 Jun 2008, the land use rights of the property were
contracted to be granted to Chongqing Gangyuan Real Estate Development Limited (“Chongqing Gangyuan”), a
wholly-owned subsidiary of the Company, for various terms with the expiry dates on 17 June 2048 and 17 June 2078 for
commercial and residential uses respectively. The total land premium was RMB21,170,000, not inclusive of tax.

2.

Pursuant to 138 Real Estate Title Certificates — 303 Fang Di Zheng 2001 Zi Di Nos. 12863 to 12874, 12903 to 12911,
13257, 13388 to 13448, 13350 to 13354, 13356 to 13462, 13464, 13499 to 13504, 13508 to 13515, 13548 to 13554, 13556
to 13567 and 13633 to 13641, the property with a total gross floor area of approximately 19,681.09 sq.m. is owned by
Chongqing Gangyuan, and the land use rights of the property with a total site area of approximately 3,610.4 sq.m., on which
the property is situated, have been granted to Chongqing Gangyuan for various terms with the expiry dates on 17 June 2048
and 17 June 2078 for commercial and residential uses respectively. As advised by the Company, the total sellable gross floor
area of the property is approximately 19,442.70 sq.m..

3.

According to 50 Tenancy Agreements, 57 commercial units of the property with a total gross floor area of approximately
6,271.61 sq.m. are rented to various independent third parties for terms with expiry dates from 31 March 2013 to 30 July
2017 at the annual rent of RMB2,216,180 exclusive of management fee and other outgoings.

4.

We have been provided with a Legal Due Diligence Report regarding the property interest by the Company’s PRC legal
advisers, which contains, inter alia, the following:
(a)

5.

Chongqing Gangyuan has valid and legal title to the property;

(b)

There are no options or contracts in effect relating to the sale or disposal of the property in whole or in part.; and

(c)

There are no security interests or other encumbrances on the legal titles to the property.

A summary of major certificates/approvals is shown as follows:
(a)

Real Estate Title Certificate

Yes
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VALUATION CERTIFICATE
Group II — Property interests held for future development by the Group in the PRC

Particulars of
occupancy

No. Property

Description and tenure

2.

The property comprises a parcel of
land with a site area of approximately
32,616.1 sq.m. which is planned to be
developed
into
a
residential
development.

A parcel of land
Zone 1,
Wangfu Residential
Committee Lizhi
Office Fuling District
Chongqing
The PRC

As at the date of
valuation, the
property is vacant.

Market value in
existing state
as at 30
September 2011
RMB
308,222,000
100% interest
attributable to
the Group:
RMB308,222,000

The development has commenced
construction in December 2011 and is
scheduled to be completed in June
2013.
Upon
completion,
the
development will have a total gross floor
area of approximately 107,142.3 sq.m.
and the details are set out as following:
Usage

Gross Floor Area
(sq.m.)

Residential

93,606.79

Underground
car parking

10,376.17

Ancillary
Total:

3,159.37
107,142.3

The land use rights of the property have
been granted for terms with the expiry
dates on 7 May 2048 and 7 May 2078
for commercial and residential uses
respectively.
Notes:
1. Pursuant to a State-owned Land Use Rights Grant Contract dated 7 May 2008, the land use rights of the property were
contracted to be granted to Chongqing Tianhu Land Development Limited (“Chongqing Tianhu”), a wholly-owned subsidiary
of the Company, for terms with the expiry dates on 7 May 2048 and 7 May 2078 for commercial and residential uses
respectively. The land premium was RMB78,500,000, not inclusive of tax.
2. Pursuant to a Real Estate Title Certificate — 303 Fang Di Zheng 2010T Zi Di No. 000218, the land use rights of a parcel
of land with a site area of approximately 32,616.1 sq.m. were granted to Chongqing Tianhu for terms with the expiry dates
on 7 May 2048 and 7 May 2078 for commercial and residential uses respectively.
3. Pursuant to a Construction Work Planning Permit — Yu Gui Fu Ling Fang An Han (2010) No. 0336 in favour of Chongqing
Tianhu, 9 buildings with a total gross floor area of approximately 107,142.3 sq.m. has been approved for construction.
4. We have been provided with a Legal Due Diligence Report regarding the property interest by the Company’s PRC legal
advisers, which contains, inter alia, the following:

5.

(a)

Chongqing Tianhu has valid and legal title to the property;

(b)

There are no options or contracts in effect relating to the sale or disposal of the property in whole or in part.; and

(c) There are no security interests or other encumbrances on the legal titles to the property.
A summary of major certificates/approvals is shown as follows:
(a)

Real Estate Title Certificate

Yes

(b)

Construction Work Planning Permit

Yes
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VALUATION CERTIFICATE

No.

Property

Description and tenure

3.

A parcel of land
Zone 5, Dianyi
Residential
Committee, Jiangbei
Office Fuling District
Chongqing The
PRC

The property comprises a parcel of
land with a site area of
approximately 25,559.6 sq.m. which
is planned to be developed into a
residential development.

Particulars of
occupancy
As at the date of
valuation, the
property is vacant.

Market value in
existing state
as at 30
September 2011
RMB
30,927,000
100% interest
attributable to
the Group:
RMB30,927,000

The development is scheduled to be
commenced in December 2012 and
completed in December 2013. Upon
completion, the development will
have a total gross floor area of
approximately 25,559.6 sq.m.
The land use rights of the property
have been granted for terms with
the expiry dates on 10 July 2048
and 10 July 2058 for commercial
and residential uses respectively.

Notes:
1.

Pursuant to a State-owned Land Use Rights Grant Contract dated 10 July 2008, the land use rights of the property were
contracted to be granted to Chongqing Gangyuan Real Estate Development Limited (“Chongqing Gangyuan”), a
wholly-owned subsidiary of the Company, for terms with the expiry dates on 10 July 2048 and 10 July 2058 for commercial
and residential uses respectively. The land premium was RMB9,000,000, not inclusive of tax.

2.

Pursuant to a Real Estate Title Certificate — 303 Fang Di Zheng 2010T Zi Di No. 000214, the land use rights of a parcel
of land with a site area of approximately 25,559.6 sq.m. were granted to Chongqing Gangyuan for terms with the expiry
dates on 10 July 2048 and 10 July 2058 for commercial and residential uses respectively.

3.

Based on the written confirmation issued by Land Resource Bureau of Fuling District dated 18 October, 2011, due to the
Government’s failure to provide the facility connection and land leveling (known as “three connection and one leveling” (三
通一平)) to the property and the delay of the Yangtze River Bank Revetment Project, the Government has not handed over
the land to the Company. Therefore, the Company has to adjust the schedule of the construction work to comply with the
process of the Yangtze River Bank Revetment Project. As advised by the Company, the construction work will be
commenced by the end of 2012.

4.

We have been provided with a Legal Due Diligence Report regarding the property interest by the Company’s PRC legal
advisers, which contains, inter alia, the following:
(a)

5.

Chongqing Gangyuan has valid and legal title to the property;

(b)

There are no options or contracts in effect relating to the sale or disposal of the property in whole or in part.;

(c)

There are no security interests or other encumbrances on the legal titles to the property; and

(d)

The Company’s land operation and development within the territory of Fuling District is in compliance with the State
and Local policies, laws and regulations regarding the land use matters, and Land Resource Bureau of Fuling District
has never discovered the Company’s engagement in non-compliance activities or default of any land use fee,
liquidated damages, or idle fee up to the date of the issuance of the written confirmation.

A summary of major certificates/approvals is shown as follows:
(a)

Real Estate Title Certificate

(b)

Construction Work Planning Permit

Yes
No
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VALUATION CERTIFICATE
Group III — Property interests rented and occupied by the Group in the PRC

No.

Property

Description and tenure

Particulars of
occupancy

4.

No. 36, Taiyi
Boulevard,
Lidu Street Agency,
Fuling district
Chongqing
The PRC

The property comprises a unit on
level 1 of a 4-storey residential/
commercial building completed in
about 2003.

The property is
currently occupied
by the Group for
office purpose.

Market value in
existing state
as at 30
September 2011
RMB
No commercial
value

The property has a lettable area of
approximately 80 sq.m.
The property is leased from Fuling
District Lidu Street Agency, an
independent third party, for a term of
4 years expiring on 1 July 2013 at a
nil rent basis.

Notes:
1.

Pursuant to a Tenancy Agreement dated 1 July 2009, entered into between Chongqing Gangyuan (the “Lessee”) and Fuling
District Lidu Street Agency (the “Lessor”) an independent third party, the property is leased to Chongqing Gangyuan from
the Lessor for a term of 4 years expiring on 1 July 2013.

2.

Pursuant to the said Tenancy Agreement, the tax payment of Lessee is levied in the administrative region of the Lessor and
therefore in return the property is leased to the Lessee at a nil rent basis exclusive of management fee and other outgoings.
In addition, subletting of the property is prohibited.

3.

Chongqing Gangyuan is a wholly-owned subsidiary of the Company.

4.

We have been provided with a Legal Due Diligence Report on the legality of the Tenancy Agreement to the property issued
by the Company’s PRC legal advisers, which contains, inter alia, the following:
(a)

The Lessor does not possess the relevant title documents evidencing their ownership of the property or that they are
otherwise legally entitled to lease such property., and

(b)

The Lessee may have to vacate such leased premises. However, should the leases not be honored, the Company has
the right to claim damages from the lessor under PRC laws.
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No.

Property

Description and tenure

5.

No. 74 Xinghua
Zhong Road, Fuling
district, Chongqing
The PRC

The property comprises a unit on
level 1 of a 4-storey office building
completed in about 2002.
The property has a lettable area of
approximately 118 sq.m.

Particulars of
occupancy
The property is
currently occupied
by the Group for
office purpose.

Market value in
existing state
as at 30
September 2011
RMB
No commercial
value

The property is leased from Fuling
District Lizhi Street Agency, an
independent third party, for a term of
6 years expiring on 30 August 2016
at a nil rent basis.
Notes:
1.

Pursuant to a Tenancy Agreement dated 17 August 2009, entered into between Chongqing Tianhu Land Development
Limited (“Chongqing Tianhu”, the “Lessee”) and Fuling District Lizhi Street Agency (the “Lessor”) an independent third party,
the property is leased to Chongqing Gangyuan from the Lessor for a term of 6 years expiring on 30 August 2016.

2.

Pursuant to the said Tenancy Agreement, the tax payment of Lessee is levied in the administrative region of the Lessor and
therefore in return the property is leased to the Lessee at a nil rent basis exclusive of management fee and other outgoings.
In addition, subletting of the property is prohibited.

3.

Chongqing Tianhu is a wholly-owned subsidiary of the Company.

4.

We have been provided with a Legal Due Diligence Report on the legality of the Tenancy Agreement to the property issued
by the Company’s PRC legal advisers, which contains, inter alia, the following:
(a)

The Lessor does not possess the relevant title documents evidencing their ownership of the property or that they are
otherwise legally entitled to lease such property, and

(b)

The Lessee may have to vacate such leased premises. However, should the leases not be honored, the Company has
the right to claim damages from the lessor under PRC laws.

B-9

APPENDIX B — VALUATION REPORT
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No.

Property

Description and tenure

6.

No. 5 Zu, Jinyin
Community Lidu
Street Agency,
Fuling district,
Chongqing
The PRC

The property comprises a unit level
1 of a 4-storey office building
completed in about 2000. The
property has a lettable area of
approximately 100 sq.m. The
property is leased from Fuling
District Lizhi Street Agency, an
independent third party, for a term of
4 years expiring on 18 December
2014 at a nil rent basis.

Particulars of
occupancy
The property is
currently occupied
by the Group for
office purpose.

Market value in
existing state
as at 30
September 2011
RMB
No commercial
value

Notes:
1.

Pursuant to a Tenancy Agreement dated 18 December 2010, entered into between Chongqing Gangyuan Tuowei Property
Service Limited (“Gangyuan Tuowei”, the “Lessee”) and Fuling District Lizhi Street Agency (the “Lessor”) an independent
third party, the property is leased to Chongqing Gangyuan from the Lessor for a term of 4 years expiring on 18 December
2014.

2.

Pursuant to the said Tenancy Agreement, the tax payment of Lessee is levied in the administrative region of the Lessor and
therefore in return the property is leased to the Lessee at a nil rent basis exclusive of management fee and other outgoings.
In addition, subletting of the property is prohibited.

3.

Gangyuan Tuowei is a wholly-owned subsidiary of the Company.

4.

We have been provided with a Legal Due Diligence Report on the legality of the Tenancy Agreement to the property issued
by the Company’s PRC legal advisers, which contains, inter alia, the following:
(a)

The lessor does not possess the relevant title documents evidencing their ownership of the property or that they are
otherwise legally entitled to lease such property., and

(b)

The Company may have to vacate such leased premises. However, should the leases not be honored, the Company
has the right to claim damages from the lessor under PRC laws.
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1.

PRC legal system
The PRC legal system is based on the PRC Constitution and is made up of written laws,
regulations and directives. Decided court cases do not constitute binding precedents.
The National People’s Congress of the PRC (“NPC”) and the Standing Committee of the NPC are
empowered by the PRC Constitution to exercise the legislative power of the state. The NPC has
the power to amend the PRC Constitution and to enact and amend primary laws governing the
state organs, civil and criminal matters. The Standing Committee of the NPC is empowered to
interpret, enact and amend laws other than those required to be enacted by the NPC.
The State Council of the PRC is the highest organ of state administration and has the power to
enact administrative rules and regulations. Ministries and commissions under the State Council of
the PRC are also vested with the power to issue orders, directives and regulations within the
jurisdiction of their respective departments. Administrative rules, regulations, directives and
orders promulgated by the State Council and its ministries and commissions must not be in
conflict with the PRC Constitution or the national laws and, in the event that any conflict arises,
the Standing Committee of the NPC has the power to annul such administrative rules, regulations,
directives and orders.
At the regional level, the people’s congresses of provinces and municipalities and their standing
committees may enact local rules and regulations and the people’s government may promulgate
administrative rules and directives applicable to their own administrative area. These local laws
and regulations may not be in conflict with the PRC Constitution, any national laws or any
administrative rules and regulations promulgated by the State Council.
The power to interpret laws is vested by the PRC Constitution in the Standing Committee of the
NPC. According to the Decision of the Standing Committee of the NPC Regarding the
Strengthening of Interpretation of Laws passed on 10th June, 1981, the Supreme People’s Court
has the power to issue general interpretations on the application of laws in judicial proceedings
in addition to its power to issue specific interpretations in specific cases. The State Council and
its ministries and commissions are also vested with the power to issue interpretations of the rules
and regulations promulgated by itself. At the regional level, the power to issue interpretations of
regional laws is vested in the regional legislative and administration organs which promulgate
such laws. All such interpretations carry the force of law.

2.

Judicial system
The People’s Courts are the judicial organs of the PRC. Under the PRC Constitution and the Law
of Organisation of the People’s Courts of the People’s Republic of China, the People’s Courts
comprise the Supreme People’s Court, the People’s local courts, military courts and other special
People’s Courts. The People’s local courts are divided into three levels, namely, the basic
People’s Courts, intermediate People’s Courts and higher People’s Courts. The basic People’s
Courts are divided into civil, criminal and administrative divisions. The intermediate People’s
Courts have divisions similar to those of the basic People’s Courts and, where the circumstances
so warrant, may have other special divisions (such as intellectual property divisions). The judicial
functions of People’s Courts at lower levels are subject to supervision of People’s Courts at higher
levels. The People’s procuratorates also have the right to exercise legal supervision over the
proceedings of People’s Courts of the same or lower levels. The Supreme People’s Court is the
highest judicial organ of the PRC. It supervises the administration of justice by the People’s Courts
of all levels.
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The People’s Court adopts a two-tier appeal system. At first instance a party may, before a
judgment or order takes effect, appeal against the judgment or order of a Local People’s Court to
the People’s Court of the next higher level. Judgments or orders at the second instance at the next
higher level of the People’s Court are final and binding. Judgments or orders of the first instance
of the Supreme People’s Court are also final and binding. If, however, the Supreme People’s
Court or a People’s Court of a higher level finds an error in a final and binding judgment of any
People’s Court of a lower level which has taken effect, a retrial of the case may be conducted
according to the judicial supervision procedures. If the president of a People’s Court at any level
finds a definite error in a legally effective judgment or written order of his court and deems it
necessary to have the case retried, he shall refer it to the judicial committee for discussion and
decision.
The PRC civil procedures are governed by the Civil Procedure Law of the People’s Republic of
(the “Civil Procedure Law”) adopted on 9th April 1991, which was amended on 28 October 2007
and effected on 1 April 2008. The Civil Procedure Law governs the institution of a civil action, the
jurisdiction of the People’s Courts, the procedures for the conduct of a civil action, trial procedures
and procedures for the enforcement of a civil judgment or order. All parties to a civil action
conducted within the territory of the PRC must comply with the Civil Procedure Law. A civil case
is generally heard by a court located in the defendant’s place of domicile. The jurisdiction may also
be selected by express agreement of the contractual parties provided that the jurisdiction of the
People’s Court so selected is connected with the dispute, that is to say, the plaintiff or the
defendant is located or domiciled, or the contract was executed or performed in the jurisdiction
selected, or the subject-matter of the proceedings is located in the jurisdiction selected. In respect
of litigation, a foreign national or foreign enterprise is accorded the same rights and subject to the
same obligations as a citizen or legal person of the PRC. If any party to a civil action refuses to
comply with a judgment or order made by a People’s Court or an award made by an arbitration
body in the PRC, the aggrieved party may apply to the People’s Court to enforce the judgment,
order or award. There are time limits on the right to apply for such enforcement. Where at least
one of the parties to the dispute is an individual, the time limit is one year. If both parties to the
dispute are legal persons or other entities, the time limit is six months. However, from 1 April 2008,
such time limit has been extended to two years, no matter the nature of the parties to the dispute.
A party seeking to enforce a judgment or order of a People’s Court against a party who or whose
property is not within the PRC may apply to a foreign court with jurisdiction over the case for
recognition and enforcement of such judgment or order. A foreign judgment or ruling may also be
recognised and enforced according to PRC enforcement procedures by the people’s courts in
accordance with the principle of reciprocity or if there exists an international or bilateral treaty with
or acceded to by the foreign country that provides for such recognition and enforcement, unless
the People’s Court considers that the recognition or enforcement of the judgment or ruling will
violate fundamental legal principles of the PRC or its sovereignty, security or social or public
interest.
3.

Arbitration and enforcement of arbitral awards
The Arbitration Law of the PRC (the “Arbitration Law”) was promulgated by the Standing
Committee of the NPC on 31st August, 1994 and came into effect on 1st September, 1995. It is
applicable to, among other matters, trade disputes involving foreign parties where the parties
have entered into a written agreement to refer the matter to arbitration before an arbitration
committee constituted in accordance with the Arbitration Law. Under the Arbitration Law, an
arbitration committee may, before the promulgation by the PRC Arbitration Association of
arbitration regulations, formulate interim arbitration rules in accordance with the Arbitration Law
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and the PRC Civil Procedure Law. Where the parties have by an agreement provided arbitration
as a method for dispute resolution, the parties are not permitted to institute legal proceedings in
a People’s Court.
Under the Arbitration Law, an arbitral award is final and binding on the parties and if a party fails
to comply with an award, the other party may apply to the People’s Court for enforcement. A
People’s Court may refuse to enforce an arbitral award made by an arbitration committee if there
were mistakes, an absence of material evidence or irregularities over the arbitration proceedings,
or the jurisdiction or constitution of the arbitration committee.
A party seeking to enforce an arbitral award of a foreign affairs arbitration body of the PRC against
a party who or whose property is not within the PRC may apply to a foreign court with jurisdiction
over the case for enforcement. Similarly, an arbitral award made by a foreign arbitration body may
be recognised and enforced by the PRC courts in accordance with the principles of reciprocity or
any international treaty concluded or acceded to by the PRC.
In respect of contractual and non-contractual commercial-law-related disputes which are
recognised as such for the purposes of PRC law, the PRC has acceded to the Convention on the
Recognition and Enforcement of Foreign Arbitral Award (“New York Convention”) adopted on
10th June, 1958 pursuant to a resolution of the Standing Committee of the NPC passed on 2nd
December, 1986. The New York Convention provides that all arbitral awards made by a state
which is a party to the New York Convention shall be recognised and enforced by other parties to
the New York Convention subject to their right to refuse enforcement under certain circumstances
including where the enforcement of the arbitral award is against the public policy of the state to
which the application for enforcement is made. It was declared by the Standing Committee of the
NPC at the time of the accession of the PRC that (1) the PRC would only recognise and enforce
foreign arbitral awards on the principle of reciprocity and (2) the PRC would only apply the New
York Convention in disputes considered under PRC laws to be arising from contractual and
non-contractual merchantile legal relations.
4.

Foreign exchange control
Prior to 31 December 1993, enterprises in the PRC requiring foreign currency were required to
obtain approval from the State Planning Committee and the Ministry of Foreign Trade and
Economic Cooperation before it could convert RMB into foreign currency, and such conversion
had to be effected at the official rate prescribed by the State Administration for Foreign Exchange
(“SAFE”). RMB reserved by foreign investment enterprises (“FIE”s) could also be converted into
foreign currency at swap centres with the prior examination and verification by SAFE. The
exchange rates used by swap centres were largely determined by the supply of and demand for
foreign currencies and RMB.
On 28 December 1993, the People’s Bank of China announced that the dual exchange rate
system for RMB against foreign currencies would be abolished with effect from 1 January 1994
and be replaced by the unified exchange rate system. Under the new system, the People’s Bank
of China publishes the RMB exchange rate against the United States dollar daily. The daily
exchange rate is set by reference to the RMB/US$ trading price on the previous day on the
“inter-bank foreign exchange market”.
On 1 April 1996, the Foreign Exchange Control Regulations of the PRC (as amended on 14
January 1997) came into effect. On 20 June 1996, the Regulations on Sale and Purchase of and
Payment in Foreign Exchange were promulgated by the People’s Bank of China and came into
effect on 1 July 1996.
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On 25 October 1998, the People’s Bank of China and SAFE issued a Joint Announcement on
Abolishment of Foreign Exchange Swap Business which stated that from 1 December 1998,
foreign exchange transactions for FIEs may only be conducted at designated banks.
On 9 September 2002, Notice on Further Policy and Related Issues Concerning Current
Transaction Foreign Exchange Accounts of Domestic Entities was promulgated by SAFE. On 21
October 2005, SAFE promulgated the Notice of the State Administration of Foreign Exchange on
Relevant Issues concerning Foreign Exchange Administration for Domestic Residents to Engage
in Financing and in Return Investment via Overseas Special Purpose Companies (“Notice 75”)
which came into effect on 1 November 2005. Under Notice 75, PRC residents, including PRC
Companies and PRC resident individuals, have to register their foreign investments with the local
SAFE prior to incorporating or taking control of a special purpose vehicle (the “SPV”). Where a
PRC resident contributes the assets or stock rights of a domestic enterprise that it owns into a
SPV, or engages in capital financing abroad after contributing assets or stock rights into the SPV,
it has to register such change. Other than the abovementioned registration requirement, Notice 75
also requires PRC residents to modify the registration or record with the local foreign exchange
authority within 30 days from the date of increase/decrease of capital, share transfer, mergers or
division, change in long-term equity or debt investments and guarantees in or by the SPV. In
addition, the proceeds from overseas listing of the SPV shall, according to the repatriation plan
submitted to the foreign exchange administration for record, be repatriated according to current
regulations for the administration of foreign exchange. In addition, the foreign exchange income
from profits, bonus and capital change obtained by the PRC residents from the SPV shall be
repatriated within 180 days.
On 6 June 2006, SAFE issued a Circular on the Revision of Certain Foreign Exchange Control
Policies Relating to Overseas Investment (“Circular 27”), which came into effect on 1 July 2006.
Circular 27 provides the preliminary resources and procedures for the purchase and payment of
foreign exchange required of domestic investors qualified as legal persons when investing
overseas and sets out the requirements for purpose of use and the maximum amount of the
preliminary costs for an overseas investment project to be remitted out of the PRC as well as the
approval procedures for the remittance thereof.
On 12 August 2007, SAFE promulgated Notice on the Retaining of Foreign Exchange Earnings
by Domestic Entity, which provides that from 12 August 2007, domestic entity may retain its
recurrent foreign exchange earnings according to their needs for operation.
On 1 August 2008, the revised Foreign Exchange Control Regulations of the PRC was adopted
by the State Council and was promulgated for implementation on 5 August 2008.
In summary, taking into account the promulgation of the recent new regulations and to the extent
the existing provisions stipulated in previous regulations do not contradict these new regulations,
the present position under the PRC law relating to foreign exchange control are as follows:
(a)

The previous dual exchange rate system for RMB was abolished and a managed floating
exchange rate system based largely on supply and demand with reference to a basket of
currencies was introduced. The People’s Bank of China, will announce the closing price of
foreign currencies against the RMB in the inter-bank foreign exchange market after the
closing of the market on each working day, and will make it the central parity for trading
against the RMB on the following working day.

(b)

Foreign exchange earnings of domestic entities may be transferred to China or held abroad
according to the regulations stipulated by SAFE.
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5.

(c)

FIEs may have their own foreign currency accounts and are also permitted to retain their
recurrent exchange earnings according to their needs of operation and the sums retained
may be deposited into foreign exchange bank accounts maintained with designated banks.

(d)

Reservation or sale of capital account foreign exchange earnings to designated banks shall
be approved by the foreign exchange control administration unless stated otherwise.
Foreign exchange funds from capital account shall only be used according to the purpose
approved by the foreign exchange control administration and the relevant competent
authorities.

(e)

Where a foreign enterprise makes a direct investment or carries out the issuance and/or
business of securities or other derivatives within the PRC, or where a domestic entity makes
a direct investment or carries out the issuance and/or business of securities or other
derivatives outside the PRC, it shall go through the registration procedure according to the
relevant regulations stipulated by SAFE. A guarantee or a commercial loan provided to the
entity outside the PRC by a domestic entity shall be subject to approval and registration with
relevant foreign exchange administration.The utilisation of foreign debts by an enterprise
shall be in compliance with relevant regulations and has to undergo foreign debt registration
with the foreign exchange control administration.

(f)

FIEs which require foreign exchange for their ordinary trading activities such as trade
services and payment of interest on foreign debts may purchase foreign exchange from
designated foreign exchange banks if the application is supported by proper payment
notices or supporting documents.

(g)

FIEs may require foreign exchange for the payment of dividends that are payable in foreign
currencies under applicable regulations, such as distributing profits to their foreign investors.
They can withdraw funds from their foreign exchange bank accounts kept with designated
foreign exchange banks, subject to the due payment of tax on dividends. Where the amount
of the funds in foreign exchange is insufficient, the FIE may, upon the presentation of the
resolutions of the directors on the profit distribution plan and other relevant documents,
purchase foreign exchange from designated foreign exchange banks.

(h)

FIEs may apply to the Bank of China or other designated foreign exchange banks to remit
profit out of the PRC to the foreign parties if the requirements provided by the PRC laws,
rules and regulations are met.

(i)

Strict supervision and control by foreign exchange control administration has been imposed
upon FIEs established in the manner of acquisitions of the PRC enterprises by foreign
enterprises with PRC residents as shareholders.

Taxation
Income tax on foreign investment enterprises
Pursuant to the Income Tax Law of the PRC on Foreign Investment Enterprises and Foreign
Enterprises, together with its Implementation Rules which came into effect on 1 July 1991,
(collectively the “Income Tax Law”) sino-foreign equity joint ventures, sino-foreign cooperative
ventures and wholly-owned foreign investment enterprises in PRC (collectively, FIEs) are subject
to a 30% income tax plus a 3% local income tax. FIEs engaged in production having a period of
operation of not less than 10 years shall be exempted from income tax for the first 2 profit making
years and a 50% reduction in the income tax payable for the next 3 years. If, in any year after the
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expiration of the period of tax exemption and reduction, the value of the products exported by a
FIE constitutes 70% or more of its total turnover, the enterprise qualifies as an “export-oriented”
enterprise, and will be entitled to a 50% tax reduction for that year. For those “export-oriented”
enterprises established in the 5 special economic zones of PRC, the minimum tax rate is 10%.
All FIEs established in the 5 special economic zones of PRC, for example, Shenzhen Special
Economic Zone, and FIEs of a production nature located in one of the “economic and
technological development zones” are entitled to pay a national income tax rate of 15%.
Preferential income tax rates of 24% are also available to, amongst others, FIEs of a production
nature located in one of the designated “open economic zones” in the coastal regions of PRC. The
3% local income tax may be reduced or waived by the local government at the provincial level of
the place in which the FIEs are located. Income tax is computed annually and payable on a
quarterly basis.
Under the Income Tax Law, the foreign investor in a FIE is not required to pay income tax on
profits or dividends derived from the FIE and will not be subject to any withholding tax on the
outward remittance on such profits or dividends.
The law of the People’s Republic of China on Enterprise Income Tax (the “New Income Tax Law”)
was promulgated by NPC on 16 March 2007 and came into effect on 1 January 2008. The
Chinese domestic enterprises and FIEs are treated equally on the income tax rate, and the
enterprise income tax rate shall be 25%. In accordance with the New Income Tax Law and its
implementing regulations, the non-resident enterprise which has no establishment in China, or
has establishment but the income has no relationship with such establishment, it shall pay
enterprise income tax on such income sourced from China, and the income tax rate shall be 10%,
subject to reduction as provided by any applicable double taxation treaty, unless the relevant
income is specially exempted from tax under the applicable tax laws, regulations, notices and
decisions which relate to FIEs and their investors.
The enterprises that were approved and established prior to the promulgation hereof and that, in
accordance with then effective tax laws and administrative regulations, enjoy a special lower tax
rate shall, in accordance with the provisions of the State Council, progressively transit to the tax
rate specified herein within 5 years following the implementation hereof. Those enterprises that
enjoy a fixed-term tax exemption or tax reduction shall, in accordance with the provisions of the
State Council, continue to enjoy such exemption or reduction after the implementation hereof until
the expiration of the term of such exemption or reduction. However, if an enterprise did not enjoy
such preferential treatment because it has not yet achieved profitability, the term of such
preferential treatment shall be calculated from 1 January 2008 until the expiration of the term of
such exemption or reduction.
Based on the Notice of State Administration of Taxation on Issues Relating to Prepayment of
Enterprise Income Tax for Real Estate Development Enterprises promulgated by the State
Administration of Taxation on 7 April 2008, a real estate development enterprise shall prepay
enterprise income tax on the quarterly (or monthly) basis according to the actual profit of the
current year, an estimated amount of profit shall be worked out on the quarterly (or monthly) basis
and calculated into total profits for prepayment, on the basis of the revenue which is derived from
pre-sale of residences and commercial buildings under development and construction, as well as
other buildings, ancillary facilities and supporting facilities under development prior to their
completion and according to the estimated rate of profit as prescribed.
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Value added tax
Pursuant to the The Provisional Regulations of the People’s Republic of China Concerning Value
Added Tax promulgated by the State Council came into effect on 1 January 1994 (as amended on
10 November 2008 and came into effect on 1 January 2009) and its Implementation Rules, value
added tax is imposed on goods sold in or imported into the PRC and on processing, repair and
replacement services provided within the PRC.
A FIE, if it is not qualified as a small-scale VAT tax payer, is subject to value added tax at the rate
of 17% on the sale and import of goods (unless the goods fall within Article 2(2) of the VAT
Regulations, such as grain, water, gas and newspapers, in which case the VAT rate is 13%) as
well as on processing, repair and replacement services. Goods exported will be taxed at a rate of
0%, except where otherwise determined by the State Council.
Business tax
Pursuant to the Provisional Regulations of the PRC Concerning Business Tax promulgated by the
State Council which came into effect on 1 January 1994 (as amended on 10 November 2008 and
came into effect on 1 January 2009) and its Implementation Rules, business that provide services
(including entertainment business), assign intangible assets or sell immovable property became
liable to business tax at a rate ranging from three to twenty per cent of the charges of the services
provided, intangible assets assigned or immovable property sold, as the case may be.
Land Appreciation Tax
Pursuant to the PRC Provisional Regulations on Land Appreciation Tax (the “Provisional
Regulations”) promulgated by the State Council on 13 December 1993 and effected on 1 January
1994, and the PRC Detailed Implementation Rules on the Provisional Regulations of the People’s
Republic of China on Land Appreciation Tax (the “Detailed Implementation Rules”) which was
promulgated and effected on 27 January 1995, any appreciation amount gained from taxpayer’s
transfer of property shall be subject to land appreciation tax. Land appreciation tax (“LAT”) is
calculated based on a 4-band excess progressive tax rate: for the portion with appreciation not
exceeding 50% of the deductible amount, the applicable tax rate is 30%; the applicable tax rate
for the portion with appreciation exceeding 50% but not exceeding 100% of the deductible amount
is 40%; the applicable tax rate for the portion exceeding 100%, but not exceeding 200% of the
deductible amount is 50%; the applicable tax rate for the portion exceeding 200% of the
deductible amount is 60%. The related deductible items aforesaid include the following:–
(a)

amount paid for obtaining the land use right;

(b)

costs and expenses for development of land;

(c)

costs and expenses of new buildings and ancillary facilities, or evaluated prices of old
buildings and constructions;

(d)

related tax payable for transfer of property; and

(e)

other deductible items as specified by the Ministry of Finance.
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According to the requirements of the Provisional Regulations, the Detailed Implementation Rules
and the Notice issued by the Ministry of Finance in respect of the Levy and Exemption of Land
Appreciation Tax for Development and Transfer Contracts signed before 1 January 1994, which
was announced by the Ministry of Finance on 27 January 1995, LAT is exempted under any one
of the following circumstances:
(a)

taxpayers constructing ordinary standard residences for sale (i.e. the residences built in
accordance with the local standard for general civilian used residential properties. Deluxe
apartments, villas, resorts, etc. are not under the category of ordinary standard residences),
where the appreciation amount does not exceed 20% of the sum of deductible items;

(b)

real estate taken over and repossessed according to laws due to the construction
requirements of the State;

(c)

due to redeployment of work or improvement of living standard, individuals transfer originally
self-used residential property, of which they have been living there for five years or more,
and after obtaining tax authorities’ approval;

(d)

for real estates assignments which were signed before 1 January 1994, whenever the
properties are transferred, the LAT shall be exempted; and

(e)

either when the real estates assignments were signed before 1 January 1994 or when the
project proposal has been approved and that capital was injected for development in
accordance with the conditions agreed, the LAT shall be exempted if the properties are
transferred within five years after 1 January 1994 for the first time.

The date of signing the assignment shall be the date of signing the Sale and Purchase Agreement.
Particular real estates projects which are approved by the Government for the development of the
whole piece of land and long-term development, of which the properties are transferred for the first
time after the five-year tax-free period, after auditing being conducted by the local financial and
tax authorities, and approved by Ministry of Finance and State Taxation Bureau, the tax-free
period would then be appropriately prolonged.
On 24 December 1999, the Ministry of Finance and the State Taxation Bureau issued the “Notice
in respect of the extension of the period for the Land Appreciation Tax Exemption Policy” that
extended the period for the LAT exemption policy as mentioned in paragraph (5) hereinabove to
the end of 2000.
After the enactment of the Provisional Regulations and the Detailed Implementation Rules, due
to the longer period for the real estate development and transfer, many districts, while they were
implementing the regulations and rules, did not force the real estate development enterprises to
declare and pay the LAT. Therefore, in order to assist the local tax authorities in the collection of
LAT, the Ministry of Finance, State Taxation Bureau, Ministry of Construction and State Land
Administration Bureau had separately and jointly issued several notices to restate the following:
After the assignments are signed, the taxpayers should declare the tax to the local tax authorities
where the real estates are located, and pay the LAT in accordance with the amount as calculated
by the tax authority and the time as required. For those who fail to acquire proof as regards the
tax paid or the tax exemption from the tax authorities, the real estate administration authority shall
not process the relevant title change procedures, and shall not issue the real estate title
certificate.
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The State Taxation Bureau also issued the “Notice issued by the State Taxation Bureau in respect
of the Serious Handling of Administration Work in relation to the Collection of Land Appreciation
Tax” on 10 July 2002 to request local tax authorities to modify the management system of LAT
collection and operation details, to build up sound taxpaying declaration system for LAT, to modify
the methods of pre-levying for the pre-sale of real estates. That notice also pointed out that either
for the real estates assignments which were signed before 1 January 1994 or where the project
proposal has been approved and capital was injected for development, the privilege policy for LAT
exemption for the properties that are transferred within five years after 1 January 1994 for the first
time is expired, and such tax shall be levied again.
According to the Circular on Several Issues of the Levy and Administration of Land Appreciation
Tax promulgated jointly by the State Administration of Taxation and the State Land Administration
Bureau on January 1996 and the Circular on Issues related to the Administration and Levy of the
Land Appreciation Tax promulgated by the State Administration of Taxation and the Ministry of
Construction in April 1996, the taxation authorities at all levels should cooperate with the land
resource and real estate management authorities on the levy and administration of the LAT in
accordance with the related regulations and the above two circulars.
On 2 March 2006, the Ministry of Finance and State Administration of Taxation issued the Notice
on Several Points on Land Appreciation Tax to clarify the relevant issues regarding land
appreciation tax as follows:
(a)

Tax collection and exemption in the sale of ordinary standard residential housing as built by
taxpayers as well as in the transfer of ordinary residential houses by individual residents:–
The notice sets out the standards for ordinary standard residential houses. Where any
developers build ordinary residential houses as well as other commercial houses, the
appreciation amount of land must be verified. Before the day when this notice is publicized,
as to any application for tax exemption for ordinary standard residential houses that has
been filed to the tax authority at the locality of the property, especially any ordinary standard
residential houses which have been given the treatment of exemption from land appreciation
tax upon examination according to the standards for ordinary standard residential houses as
determined by the people’s government of a province, autonomous region or municipality
directly under the Central Government, no adjustment shall be retroactively made.

(b)

Advance collection and settlement of land appreciation tax:
•

All regions must decide the advance collection rate in a scientific and reasonable
manner, and adjust it at a proper time according to the value addition level of the
property as well as the market development level within the region and on the basis of
the specific housing categories, namely, ordinary standard residential houses, nonordinary standard residential houses and commercial houses. After a project is
completed, the relevant settlement shall be handled in a timely manner, with any
overpayment refunded or any underpayment being made up;

•

As to any tax that fails to be collected in advance within the advance collection term,
the overdue fines will be collected as of the day following the expiration of the
prescribed advance collection term according to the relevant provisions of the Tax
Collection and Administration Law and implementation rules;

•

As to any property project that has been completed and has gone through the
acceptance procedure, where the floor area of the property as transferred makes up
85% or more of the saleable floor area, the tax authority may require the relevant
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taxpayer to conduct the settlement of land appreciation tax on the transferred property
according to the matching principles regarding the proportion between the income as
generated from the transfer of property and the amount under the item of deduction.
The specific method of settlement will be prescribed by the local tax authority of a
province, autonomous region or municipality directly under the Central Government, or
a city under separate state planning; and
•

As to the tax collection and exemption for investment or association by means of the
property: As to any investment or association by using land (property) as payment for
the purchase of shares, where an enterprise involved in the investment or association
engages in the property development or where any other property development
enterprise makes investment or conducts association with the commercial houses it
itself builds, such enterprise will not be governed by the regulation of the interim
exemption of land appreciation tax when the property (land) is transferred to the
enterprise by means of investment or association.

On 20 October 2006, the Ministry of Finance and the State Administration of Taxation issued the
“Circular on Relevant Policies of Land Appreciation Tax on Ordinary Standard Residences.” The
circular prescribes that the Ordinary Standard Residences that may enjoy the preferential policy
must satisfy all the following conditions: (1) the plot ratio of the residential quarter exceeds 1.0;
(2) the GFA per unit is no greater than 120 square meters; (3) the actual transaction price of the
housing does not exceed 120% of the average transaction price of the housing on the same class
of land; (4) the price and GFA (except the plot ratio requirement) can be increased according to
regional conditions, but not by more than 20%.
The State Administration of Taxation promulgated the “Circular Concerning the Settlement of the
LAT Imposed on Real Property Developers” (the “Circular”) on 28 December 2006. Pursuant to
the Circular, effective from 1 February 2007, a real property developer shall settle and clear the
LAT payment of its development projects that meet certain criteria with the tax authorities in
accordance with the applicable LAT tax rates. The LAT shall be settled on the basis of the projects
examined and approved by the competent authority of the state. For projects developed in phases
shall be settled on the basis of the project phase. LAT shall be settled if the projects meet any of
the following circumstances: (1) A real estate development project has been completed in full and
sale has been made; (2) A real estate development project the settlement of which has not been
completed is transferred in whole; and (3) Land use right is directly transferred. In addition, the
competent tax departments may require the developer to settle the LAT if either of the following
criteria meet: (1) for the completed property development projects, the transferred GFA
represents more than 85% of the total saleable GFA, or the proportion represented is less than
85%, but the remaining saleable GFA has been leased out or used by the developer; (2) the
project has not been sold out for more than three years after obtaining the sale or pre-sale
permits; (3) the developer applies for cancellation of the tax registration without having settled the
LAT; or (4) other conditions stipulated by the competent tax departments at provincial level. The
tax bureaus at the provincial level shall, taking account of the local practical conditions, stipulate
specific rules or measures on the management of the LAT settlement in accordance with the
Circular.
Based on the Notice on the Adjustment of the Taxation Policies for Real Estate Trading jointly
promulgated by Ministry of Finance and the State Administration of Taxation on 22 October 2008,
LAT on individual sale of residential houses shall be temporarily exempted since 1 November
2008.
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Deed Tax
Pursuant to the PRC Interim Regulations on Deed Tax promulgated by the State Council in July
1997, the transferee, whether an individual or otherwise, of the title to a land site or building in the
PRC shall be the obliged taxpayer for deed tax. The rate of deed tax is 3% — 5%. The
governments of provinces, autonomous regions and municipalities directly under the central
government may, within the aforesaid range, determine and report their effective tax rates to the
Ministry of Finance and State Administration of Taxation for the record.
Based on the Notice on the Adjustment of the Taxation Policies for Real Estate Trading jointly
promulgated by Ministry of Finance and the State Administration of Taxation on 22 October 2008,
for the first purchase of a common residential house of or below 90 square meters, the rate of
deed tax is temporarily reduced to 1% since 1 November 2008. The certification of first purchase
of houses shall be provided by the competent department in charge of housing construction at the
level of county or district in the place where the real estate is located.
Land Use Tax
Pursuant to the PRC Interim Regulations on Land Use Tax in respect of Urban Land promulgated
by the State Council in September 1988, the land use tax in respect of urban land is levied
according to the area of relevant land.
The annual tax per square meter of urban land is between RMB0.2 and RMB10 and is collected
according to the tax rate determined by the local tax authority. According to the Notice on Land
Use Tax Exemption of Foreign-Invested Enterprises and Institutions of Foreign Enterprises in
China promulgated by the Ministry of Finance on 2 November 1988, and the Approval on Land
Use Tax Exemption of Foreign-Invested Enterprises issued by State Administration of Taxation on
27 March 1997, land use fees should be collected, instead of land use tax, in a foreign-invested
enterprise. However, the Provisional Regulations of the People’s Republic of China Governing
Land Use Tax in Urban Areas were revised by the State Council on 31 December 2006. As of 1
January 2007, annual land use tax is collected from foreign-invested enterprises at a rate per
square meter of between RMB0.6 and RMB30.0 for urban land.
Buildings Tax
Under the PRC Interim Regulations on Buildings Tax promulgated by the State Council in
September 1986, buildings tax shall be 1.2% if it is calculated on the basis of the residual value
of a building, and 12% if it is calculated on the basis of the rental.
Stamp Duty
Under the PRC Interim Regulations on Stamp Duty promulgated by the State Council in August
1988, for building property transfer instruments, including those in respect of property ownership
transfer, the duty rate shall be 0.05% of the amount stated therein; for permits and certificates
relating to rights, including real estate title certificates and land use right certificates, stamp duty
shall be levied on an item basis at an annual rate of RMB5 per item.
Based on the Notice on the Adjustment of the Taxation Policies for Real Estate Trading jointly
promulgated by Ministry of Finance and the State Administration of Taxation on 22 October 2008,
Stamp duty on individual sale or purchase of residential houses shall be temporarily exempted
since 1 November 2008.
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Municipal Maintenance Tax
Under the PRC Interim Regulations on Municipal Maintenance Tax promulgated by the State
Council in February 1985, any taxpayer, whether an individual or otherwise, of product tax, valueadded tax or business tax shall be required to pay municipal maintenance tax. The tax rate shall
be 7% for a taxpayer whose domicile is in an urban area, 5% for a taxpayer whose domicile is in
a county and a town, and 1% for a taxpayer whose domicile is not in any urban area or county or
town.
Under the Circular Concerning Temporary Exemption from Municipal Maintenance Tax and
Education Surcharge for Foreign-invested Enterprises and Foreign Enterprises, and the Approval
on Exemption of Municipal Maintenance Tax and Education Surcharge in Foreign-Invested
Freightage Enterprises issued by State Administration of Taxation on 25 February 1994 and on 14
September 2005 respectively, the municipal maintenance tax is not be applicable to foreigninvested enterprises with foreign investment until further explicit stipulations are issued by the
State Council.
Education Surcharge
Under the Interim Provisions on Imposition of Education Surcharge promulgated by the State
Council in April 1986 (last amended by the State Council in August 2005), any taxpayer, whether
an individual or otherwise, of product tax, value-added tax or business tax shall pay an education
surcharge, unless such obliged taxpayer is instead required to pay a rural area education
surcharge as provided by the Notice of the State Council on Raising Funds for Schools in Rural
Areas. Education surcharge shall be calculated and levied at a rate of 1% on the actual amount
of product tax, value-added tax and business tax paid by the taxpayer.
Under the Supplementary Notice Concerning Imposition of Education Surcharge issued by the
State Council on 12 October 1994, the Circular Concerning Temporary Exemption from Municipal
Maintenance Tax and Education Surcharge for Foreign-invested Enterprises and Foreign
Enterprises and the Approval on Exemption of Municipal Maintenance Tax and Education
Surcharge in Foreign-Invested Freightage Enterprises issued by State Administration of Taxation
on 25 February 1994 and on 14 September 2005 respectively, the education surcharge is not
applicable to enterprises with foreign investment until further explicit stipulations are issued by the
State Council.
Individual Income Tax
Pursuant to the State Administration of Taxation’s Circular on Collecting Individual Income Taxes
on the Incomes Generated from Individuals’ Residential House Transfers, which was promulgated
in July 2006, an individual must pay income tax at a rate of 20% in respect of the transfer of
residential property in China.
6.

Environmental Protection Regulations
In accordance with the Environmental Protection Law of the PRC adopted by the Standing
Committee of the NPC on 26th December, 1989, the Administration Supervisory Department of
Environmental Protection of the State Council sets the national guidelines for the discharge of
pollutants. The provincial and municipal governments of provinces, autonomous regions and
municipalities may also set their own guidelines for the discharge of pollutants within their own
provinces or districts in the event that the national guidelines are inadequate.
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A company or enterprise which causes environmental pollution and discharges other polluting
materials which endanger the public should implement environmental protection methods and
procedures into their business operations. This may be achieved by setting up a system of
accountability within the company’s business structure for environmental protection; adopting
effective procedures to prevent environmental hazards such as waste gases, water and residues,
dust powder, radioactive materials and noise arising from production, construction and other
activities from polluting and endangering the environment. Installations for the prevention and
control of pollution at a construction project must be designed, built and commissioned together
with the principal part of the project. Any company or enterprise which discharges environmental
pollutants should report and register such discharge with the Administration Supervisory
Department of Environmental Protection and pay any fines imposed for the discharge. A fee may
also be imposed on the company for the cost of any work required to restore the environment to
its original state. Companies which have cause severe pollution to the environment are required
to restore the environment or remedy the effects of the pollution within a prescribed time limit.
If a company fails to report and/or register the environmental pollution caused by it, it will receive
a warning or be penalised. A company that has failed to eliminate or control pollution by the
deadline as required shall, as provided for by the state, pay a fee for excessive discharge; in
addition, a fine may be imposed on it on the basis of the damage incurred, or the company may
be ordered to suspend its operations or close down. Companies or enterprises which have
polluted and endangered the environment must bear the responsibility for remedying the danger
and effects of the pollution, as well as to compensate the any losses or damages suffered as a
result of such environmental pollution.
7.

Wholly foreign-owned enterprise (“WFOE”)
WFOE is governed by the Law of the People’s Republic of China on Wholly Foreign-owned
Enterprises, which was promulgated on 12 April 1986 and revised on 31 October 2000, and its
Implementation Regulations promulgated on 12 December 1990 and revised on 12 April 2001 (the
“WFOE Law”).
(a)

Procedures for establishment of a WFOE
The establishment of a WFOE will have to be approved by Ministry of Commerce of the
People’s Republic of China (formerly named as “Ministry of Foreign Trade and Economic
Cooperation”, hereinafter referred as “MOFCOM”) (or its delegated authorities). In the case
of a WFOE if two or more foreign investors jointly apply for the establishment of WFOE, a
copy of the contract between the parties must also be submitted to MOFCOM (or its
delegated authorities) for its record. A WFOE must also obtain a business licence from
relevant Administration for Industry and Commerce before it can commence business.

(b)

Nature of WFOE
A WFOE is a limited liability company under the WFOE Law (or any other liability form with
approval). A WFOE is a legal person who is entitled to independently assume civil
obligations, enjoy civil rights and has the right to own, use and dispose of property. It is
required to have a registered capital contributed by the foreign investor(s). The liability of the
foreign investor(s) of a WFOE which is a limited liability company is limited to the extent of
their respective capital contributions. A foreign investor is permitted to make its contributions
by installments and the registered capital shall be contributed within the required time frame
as approved by MOFCOM (or its delegated authorities) in accordance with relevant PRC
laws and regulations.
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(c)

Profit distribution
The WFOE Law provides that after payment of taxes, a WFOE shall make contributions to
reserve fund and an employee bonus and welfare fund. The allocation ratio for the employee
bonus and welfare fund may be determined by the enterprise. However, at least 10% of the
after-tax profits must be allocated to the reserve fund. If the cumulative total of allocated
reserve funds reaches 50% of an enterprise’s registered capital, the enterprise will not be
required to make any additional contribution. The enterprise is prohibited from distributing
dividends unless the losses (if any) of previous years have been made up.
In accordance with the Notice of the Ministry of Finance on the Issue of Handling Financial
Issues by Relevant Enterprises after the Implementation of the Company Law (財政部關于
《公司法》施行後有關企業財務處理問題的通知) promulgated by the Ministry of Finance on
15 March 2006 and effective 1 April 2006, from 1 January 2006 on, enterprises established
in accordance with the Company Law shall distribute profits pursuant to Article 167 of the
Company Law and shall no longer make contributions to the reserve fund. After an
enterprise ceases to make contributions to the reserve fund, it may continue to make
contributions to the employee bonus and welfare fund as decided by the board of directors
if the purpose, use conditions, and procedures thereof shall be made clear, and such funds
shall be manage as debts.

8.

Company Law
The establishment and operation of corporate entities in China is governed by the Chinese
Company Law, which was promulgated by the Standing Committee of the NPC on 29 December
1993 and became effective on 1 July 1994. It was subsequently amended on 25 December 1999,
28 August 2004, and 27 October 2005.
The Chinese Company Law generally governs 2 types of companies — limited liabilities
companies and joint stock limited companies. Both types of companies have the status of legal
persons, and the liability of a company to its debtors is limited to the value of assets owned by the
company. Liabilities of shareholders of a limited liability company are limited to the extent of their
respective capital contributions.
The amendments to Chinese Company Law adopted in October 2005 seek to reform various
aspects of the 1993 China Company Law and simplify the establishment and operation of
companies incorporated in China by lowering capitalisation requirements, increasing shareholder
and creditor protection, improving corporate governance, and relaxing rules regarding the
establishment of subsidiaries. Further, the restriction relating to the total investment of a company
in other entities exceeding 50% of its net assets has been removed, the incorporation of
one-shareholder limited liability companies in addition to wholly State-owned enterprises is
permitted, and the Chinese Company Law shall apply to foreign invested limited liability
companies. Where laws on foreign investment have other stipulations, such stipulations shall
apply.
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9.

The Law of the People’s Republic of China on Labor Contracts (中華人民共和國勞動合同法)
The Law of the People’s Republic of China on Labor Contracts (the “Labor Contracts Law”)
promulgated by the Standing Committee of NPC on 29 June 2007 and taken effect on 1 January
2008, establishes the provisions of the conclusion, execution, modification, dissolution or
termination of labor contracts. An employer unit’s labor relationship with a employee shall be
established on the date the employee is put to work. If an employer unit fails to conclude a written
labor contract with a employee more than a month but less than a year after the date on which
the employee is put to work, it shall pay the employee twice his or her wages each month. Where
an employee has been working at an employer unit continuously for not less than 10 years, or
where a labor contract is renewed with a fixed-term labor contract having been concluded on two
consecutive occasions earlier, the employer unit and the employee shall conclude an open-ended
labor contract. Where the labor contract is a fixed-term contract that is terminated due to
expiration, unless the employee does not agree to renew the contract even though the conditions
offered by the employer unit for renewal are the same as or better than those stipulated in the
current labor contract, or where the employer unit fails to pay social insurance premiums for the
employee in accordance with the law, or where any other circumstance formulated by the Labor
Contracts Law occurs, the employer unit shall pay the employee financial compensation based
upon the number of years worked at the employer unit, at the rate of one month’s wages for each
full year worked.

10. Governmental Regulations in Relation to Businesses
(a)

The Land System of the PRC
All land in the PRC is either state-owned or collectively owned, depending on the location of
the land. Land in urban districts shall be owned by the State, and Land in the rural areas and
suburban areas, except otherwise provided for by the State, shall be collectively owned by
farmers, including land for building houses, land and hills allowed to be retained by farmers.
The state has the right to reclaim land in accordance with law if required for the benefit of
the public.
Although all land in the PRC is owned by the state or by collectives, private individuals and
businesses and other organizations are permitted to hold, lease and develop land for which
they are granted land use rights.

(b)

National legislation
In April 1988, the constitution of the PRC (as amended on 14 March 2004) was amended by
the National People’s Congress to allow for the transfer of land use rights for value. In
December 1988, the Land Administration Law of the PRC (as amended on 28 August 2004)
was amended to permit the transfer of land use rights for value.
Under the Interim Regulations of the People’s Republic of China on Grant and Transfer of
the Right to Use State-owned Urban Land (“Interim Regulations on Grant and Transfer”)
promulgated in May 1990, local governments at or above county level have the power to
grant land use rights for specific purposes and for a definite period to a land user pursuant
to a contract for the grant of land use rights against payment of a grant premium.

C-15

APPENDIX C — SUMMARY OF RELEVANT PRC LAWS AND REGULATIONS
Under the Interim Regulations on Grant and Transfer, there are different maximum periods
of grant for different uses of land. They are generally as follows:–
Use of Land

Maximum Period in Years

Commercial, tourism, entertainment

40

Residential

70

Industrial

50

Public utilities

50

Others

50

Under the Interim Regulations on Grant and Transfer, all local and foreign enterprises are
permitted to acquire land use rights unless the law provides otherwise. The state may not
reclaim lawfully granted land use rights prior to expiration of the term of grant. If public
interest requires repossession by the state under special circumstances during the term of
grant, compensation will be paid by the state. A land grantee may lawfully transfer, mortgage
or lease its land use rights to a third party for the remainder of the term of grant.
Upon expiration of the term of grant, renewal is possible subject to the execution of a new
contract for the grant of land use rights and payment of a premium. If the term of the grant
is not renewed, the land use rights and ownership of any buildings erected on the land will
revert to the state without compensation.
In accordance with the Regulations on the Grant of State-owned Land-Use Right Through
Competitive Bidding, Public Auction and Public Announcements promulgated by the Ministry
of Land and Resources on 9 May 2002 and implemented on 1 July 2002, and the Urban Real
Estate Management Law implemented on 1 January 1995 and amended on 30 August 2007,
land for commercial use, tourism, entertainment and commodity housing development must
be granted by means of competitive bidding, public auction or listing-for-sale.
According to the Regulations on the Grant of State-owned Construction Land-Use Rights
through Competitive Bidding, Public Auction and Public Announcements promulgated by the
Ministry of Land and Resources on 28 September 2007 and implemented on 1 November
2007, The land used for profitable purpose such as industrial land, commercial land, tourist
land, entertainment land and commercial residence land, etc. as well as the land in which
more than two land users are interested shall be assigned through bid invitation, auction or
quotation.
(c)

Grant
PRC law distinguishes between the ownership of land and the right to use land. Land use
rights can be granted by the state to us to entitle us to the exclusive use of a piece of land
for a specified purpose within a specified term and on such other terms and conditions as
may be prescribed. A premium is payable on the grant of land use rights. The maximum term
that can be granted for the right to use a piece of land depends on the purpose for which the
land is used. As described above, the maximum limits specified in the relevant regulations
vary from 40 to 70 years depending on the purpose for which the land is used.
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Under the Interim Regulations on Grant and Transfer, there are three methods in which land
use rights may be granted, namely by agreement, tender or auction. A tender is organized
by the Urban Land Authorities, who will make a tender notice or invitation. Bidders will pay
a deposit and seal the bids in a tender box. An evaluation committee organized by the Urban
Land Authority evaluates the tenders. An auction takes place in public at an appointed time
and place, at which bidders will bid publicly. Where land use rights are granted by way of
listing-for-sale, a public notice will be issued by the local land bureau to specify the location,
area and purpose of use of land and the initial bidding price, period for receiving bids and
terms and conditions upon which the land use rights are proposed to be granted. The land
use rights are granted to the bidder with the highest bid who satisfies the terms and
conditions. The successful bidder will enter into a land grant contract with the local land
bureau and pay the relevant land premium within a prescribed period.
Under the Regulations on the Grant of the Right to Use State-owned Land through
Competitive Bidding, Public Auction and Public Announcements, competitive bidding of
land-use rights is where the relevant land administration authority (the “grantor”) issues a
bidding announcement, inviting individuals, legal persons or other organizations (whether
specified or otherwise) to participate in tender for the land-use rights of a particular parcel
of land, with the land user to be determined according to the results of the biddings. Auction
for land-use rights is where the grantor issues an auction announcement, and the bidders
can at specified time and location openly bid for a parcel of land. Listing-for-sale is where the
grantor issues a listing-for-sale announcement, and in accordance with the announcement,
the land grant conditions will be listed in a specified land grant exchange within a specified
period, bidders’ payment applications will be listed and the land user will be granted
according to the bidder’s payment applications at the end of such listing period. The
procedures are as follows:
(a)

The land authority under the government of the city and county issues an
announcement at least 20 days prior to the day of competitive bidding, public auction
or listing-for-sale. The announcement includes basic particulars of the land parcel,
qualification requirements of the bidder and auction applicants, the methods and
criterion used to confirm the winning tender or winning bidder and conditions such as
the deposit of the bid;

(b)

The grantor conduct a qualification verification of the bidding applicants and auction
applicants and instructs the applicants who satisfy the requirements of the
announcement to attend the competitive bidding, public auction or listing-for-sale;

(c)

After determining the winning tender or the winning bidder by holding a competitive
bidding, public auction or listing-for-sale, the grantor and the winning tender or winning
bidder then enter into a confirmation. The grantor refunds the other applicants their
deposits;

(d)

The grantor and the winning tender or winning bidder then enter into a contract for
State-owned land-use rights grant at the time and venue set in the confirmation. The
deposit of the bid paid by the winning tender or winning bidder is deemed as part of the
land premium of the state-owned land-use rights; and

(e)

The winning tender or winning bidder applies for the land registration after paying the
land premium. The people’s government of the municipality and county level or above
then issues the “Land-Use Rights Certificate.”
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The Regulations on the Grant of State-owned Construction Land-Use Rights through
Competitive Bidding, Public Auction and Public Announcements promulgated by the Ministry
of Land and Resources on 28 September 2007 and implemented on 1 November 2007
further emphasized that the winning tender or winning bidder must apply for the land
registration after paying the entire land premium, in accordance with the State-owned
Construction Land-Use Right Assignment, before obtaining the State-owned Construction
Land-Use Right Certificate. If the winning tender or winning bidder does not pay the entire
land premium, it will not be granted the state-owned construction land-use right certificates.
Proportional division and grant of the state-owned construction land-use right certificates
corresponding to the amount of the land premium paid is not allowed.
In June 2003, the Ministry of Land and Resources of the PRC promulgated the Regulation
on Transfer of State-Owned Land Use Rights by Agreement. According to this regulation, if
there is only one entity interested in using the land, the land use rights (excluding land use
rights used for business purposes including commercial, tourism, entertainment and
commodity residential properties) may be granted by way of agreement. The local land
bureau, together with other relevant government departments including the city planning
authority, will formulate a plan concerning issues including the specific location, boundary,
purpose of use, area, term of grant, conditions of use, conditions for planning and design as
well as the proposed land premium, which shall not be lower than the minimum price
regulated by the state, and submit such plan to the relevant government for approval.
Afterwards, the local land bureau and the person who is interested will negotiate and enter
into the grant contract based on the above-mentioned plan. If two or more entities are
interested in the land use rights to be granted, such land use rights shall be granted by
means of tender, auction or listing-for-sale.
Upon signing the land grant contract, the grantee is required to pay the land premium
pursuant to the terms of the contract and the contract is then submitted to the relevant local
bureau for the issue of the land use right certificate. Upon expiration of the term of grant, the
grantee may apply for its renewal. Upon approval by the relevant local land bureau, a new
contract is entered into to renew the grant, and a grant premium shall be paid.
In order to control and facilitate the procedure for obtaining land use rights, several local
governments have stipulated standard provisions in land grant contracts. Such provisions
generally include terms such as use of land, land premium and manner of payment, building
restrictions including site coverage, total GFA and height limitations, constructions of public
facilities, submission of building plans and approvals, deadlines for completion of
construction, town planning requirements, restrictions against alienation before payment of
premiums and completion of prescribed development and liabilities for breach of contract.
Any change requested by the land user in the specified use of land after the execution of a
land grant contract will be subject to approvals from the relevant land bureau and the
relevant urban planning department, and a new land use contract may have to be signed
and the land premium may have to be adjusted to reflect the appreciation of the new use.
Registration procedures must then be carried out immediately.
According to the Notice of the Ministry of Land and Resources on Relevant Issues
Concerning the Strengthening of Examination and Approval of Land Use in Urban
Construction, promulgated by the Ministry of Land and Resources on 4 September 2003,
from the day of issuance of the Notice, the grant of land-use rights for luxurious commodity
houses will be stringently controlled, and applications of land-use rights for villas are
discontinued. On 30 May 2006, the Ministry of Land and Resources issued the “Urgent
Notice on Ulteriorly Strengthening the Administration of Land.” The Notice stated that (i) land
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for property development must be assigned by competitive bidding, public auction or
listing-for-sale; (ii) the rules prohibiting development projects for villas should be strictly
enforced; and (iii) no land should be supplied for the development projects for villas, and
projects and all formalities relevant to the land supply thereof should cease.
(d)

Transfer
After land use rights relating to a particular area of land have been granted by the state,
unless any restriction is imposed, the party to whom such land use rights have been granted
may transfer, lease or mortgage such land use rights for a term not exceeding the term which
has been granted by the state. The difference between a transfer and a lease is that a
transfer involves the vesting of the land use rights by the transferor in the transferee during
the term for which such land use rights are vested in the transferor. A lease, on the other
hand, does not involve a transfer of such rights by the lessor to the lessee. Furthermore, a
lease, unlike a transfer, does not usually involve the payment of a premium. Instead, a rent
is payable during the term of the lease. Land use rights cannot be transferred, leased or
mortgaged if the provisions of the land grant contract, with respect to the prescribed period
and conditions of investment, development and use of the land, have not been complied
with. In addition, different areas of the PRC have different conditions which must have been
fulfilled before the respective land use rights can be transferred, leased or mortgaged.
All transfers, mortgages and leases of land use rights must be evidenced by a written
contract registered with the relevant local land bureau at municipality or county level. Upon
a transfer of land use rights, all rights and obligations contained in the contract pursuant to
which the land use rights were originally granted by the state are deemed to be incorporated
as part of the terms and conditions of such transfer, depending on the nature of the
transaction.
Under Article 38 of the PRC Law on Administration of Urban Real Estate (the “Urban Real
Estate Law”), real property that has not been registered and a title certificate for which has
not been obtained in accordance with the law cannot be transferred. Under Article 39 of the
Urban Real Estate Law, if land use rights are acquired by means of grant, the following
conditions must have been met before the land use rights may be transferred: (i) the
premium for the grant of land use rights must have been paid in full in accordance with the
land grant contract and a land use right certificate must have been obtained; (ii) investment
or development must have been made or carried out in accordance with terms of the land
grant contract; (iii) for housing construction projects, more than 25% of the total amount of
development for investment must have been made or completed; and (iv) where the
development or investment involves a large tract of land, conditions for use of the land for
industrial or other construction purpose have been achieved.

(e)

Termination
A land use right terminates upon the expiry of the term of grant specified in the land grant
contract and the resumption by the state of that right.
The state generally will not withdraw a land use right before the expiration of its term of grant
and if it does so for special reasons, such as in the public interest, it must offer proper
compensation to the land user, having regard to the surrounding circumstances and the
period for which the land use right has been enjoyed by the user.
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Upon expiry, the land use right and ownership of the related buildings erected on the land
and other attachments may be acquired by the state without compensation. The land user
will take steps to surrender the land use right certificate and cancel the registration of the
certificate in accordance with relevant regulations.
A land user may apply for renewal of the land use rights and, if the application is granted,
the land user is required to enter into a new land grant contract, pay a premium and effect
appropriate registration for the renewal grant.
(f)

Document of Title
In the PRC, there are two registers for real estate. Land registration is achieved by the issue
of a land use right certificate by the relevant authorities to the land user. It is evidence that
the land user has obtained land use rights which can be transferred, mortgaged or leased.
The building registration is the issue of a real estate certificate to the owner. It is evidence
that the owner has obtained building ownership rights in respect of the buildings erected on
that piece of land. According to the Land Registration Regulations promulgated by the State
Land Administration Bureau on 18 December 1995 and implemented on 1 February 1996,
all duly registered land use rights and building ownership rights are protected by the law.
In connection with these registration systems, real estate and land registries have been
established in the PRC. In most cities in the PRC, the above systems are maintained
separately. However, in certain cities such as Shanghai, the two systems have been
consolidated and a single composite real estate and land use right certificate will be issued
evidencing the ownership of both land use rights and the buildings erected on the land.

(g)

Establishment of a Real Estate Development Enterprise
According to the Urban Real Estate Law promulgated by the Standing Committee of the
National People’s Congress in July 1994 and amended on 30 August 2007, a real estate
developer is defined as an enterprise which engages in the development and sale of real
estate for the purpose of making profits. Under the Regulations on Administration of
Development of Urban Real Estate (the “Development Regulations”) promulgated by the
State Council on 20 July 1998, in addition to requirements on establishing enterprises, an
enterprise that engages in development of real estate must satisfy the following
requirements: (1) its registered capital must be RMB1 million or more and (2) it must have
four or more full-time professional real estate/construction technicians and two or more
fulltime accounting officers, each of whom must hold the relevant qualification certificate.
The local government of a province, autonomous region or municipality directly under the
central government may, based on local circumstances, impose more stringent
requirements on the registered capital and the professional personnel of a real estate
developer.
To establish a real estate development enterprise, the developer should apply for
registration with the administration for industry and commerce on or above the county level.
The real estate developer must also report its establishment to the real estate development
authority in the location of the registration authority, within 30 days of the receipt of its
Business Licence.
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Under the Foreign Investment Industrial Guidance Catalogue promulgated jointly by the
Ministry of Commerce (“MOC”) and the National Development and Reform Commission (the
“NDRC”) in November 2004, the development and construction of ordinary residential units
falls within the category of industries in which foreign investment is encouraged, whereas the
development of a whole land lot and the construction and operation of high end hotels, villas,
premium office buildings and international conference centres falls within the category of
industries in which foreign investment is subject to restrictions, while other real estate
development falls within the category of industry in which foreign investment is permitted.
On 31 October 2007, the MOC and NDRC jointly issued the new Foreign Investment
Industrial Guidance Catalogue effective from 1 December 2007, under which the
development and construction of ordinary units falls within the category of industry in which
foreign investment is permitted, whereas the secondary market transaction in real estate
sector, real estate intermediary or agent falls within the category of industry in which foreign
investment is subject to restrictions. A foreign investor intending to engage in the
development and sale of real estate may establish a sino-foreign equity joint venture, a
sino-foreign cooperative joint venture or a wholly-owned foreign enterprise according to laws
and regulations relating to foreign investment in the real estate industry. Prior to its
registration with the department of administration of industry and commerce, the enterprise
must be approved by commercial authorities and obtain an Approval Certificate for a Foreign
Investment Enterprise.
On 11 July 2006, the Ministry of Construction, MOC, NDRC, PBOC, SAIC and SAFE jointly
promulgated the Opinions on Regulating the Access by and Administration on Foreign
Investment in the Real Estate Market and on 14 August 2006, the General Office of MOC
promulgated the Circular of Further Implementation of Opinions on Foreign Investment in
Real Estate which state that: (i) an overseas entity or individual investing in real estate in
China other than for self-use, shall apply for the establishment of a Foreign Invested Real
Estate Enterprise (the “FIREE”), in accordance with applicable PRC laws and shall only
conduct operations within the authorized business scope after obtaining the relevant
approvals from and registering with the relevant governmental authorities; (ii) the registered
capital of a FIREE with a total investment of more than US$3 million shall not be less than
50% of its total investment amount and the registered capital of a FIREE with a total
investment of US$3 million or less shall not be less than 70% of its total investment amount;
(iii) a newly established FIREE can first obtain an approval certificate and business licence
which are valid for one year. The official approval certificate and business licence can be
obtained by submitting the land use right certificate to the relevant government departments
after the land grant premium for the land has been paid; (iv) an equity transfer of a FIREE
or the transfer of its projects, as well as the acquisition of a domestic real estate enterprise
by foreign investors, must first be approved by the commercial authorities. The investor shall
submit a letter to the commercial authorities confirming that it will abide with the land grant
contract, the construction land planning permit and the construction works planning permit.
In addition, the investor shall also submit the land use right certificate, the evidence from the
construction authorities confirming the alternation of archival files and evidence from the tax
authorities confirming that tax relating to the transfer has been fully paid; (v) foreign
investors acquiring a domestic real estate enterprise through an equity transfer, acquiring
the Chinese investors’ equity interest in an equity joint venture or through any other methods
shall pay the purchase price from its own capital in a lump sum rather than by instalments
and shall ensure that the enterprise’s employees and bank loans are treated and dealt with
in accordance with applicable PRC laws; (vi) if the registered capital of a FIREE is not fully
paid up, its land use right certificate has not been obtained or the paid-in capital is less than
35% of the total investment amount of the project, the FIREE is prohibited from borrowing
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from any domestic or foreign lenders and SAFE shall not approve the settlement of any
foreign loans; (vii) the investors in a FIREE shall not in any manner stipulate a fixed return
clause or equivalent clause in their joint venture contract or in any other documents; (viii) a
branch or representative office established by a foreign investor in China (other than a
FIREE), or a foreign individual working or studying in the PRC for more than one year, is
permitted to purchase commodity residential properties located in the PRC only for the
purpose of self-residence. Residents of Hong Kong, Macau and Taiwan and overseas
Chinese may purchase commodity residential properties limited to a certain floor area based
on their living requirements in the PRC for self-residence purposes.
On 23 May 2007, MOC and SAFE jointly issued the Notice on Further Strengthening and
Regulating the Approval and Supervision on Foreign Investment in Real Estate Sector in the
PRC which made the following requirements for approval and supervision of foreign
investment in real estate:
•

foreign investment in the real estate sector in the PRC relating to high-grade properties
will be strictly controlled;

•

before obtaining approval for the setup of real estate entities with foreign investment,
either (i) both the land use right certificates and housing ownership right certificates
must be obtained or, (ii) contracts for obtaining land use rights or housing ownership
rights must be entered into;

•

entities which have been set up with foreign investment need to obtain approval before
they expand their business operations into the real estate sector and entities which
have been set up with foreign investment for real estate development operation need
to obtain new approval if they are engaged in new real estate development projects;

•

acquisitions of real estate entities and foreign investment in the real estate sector by
way of round trip investment will be strictly regulated. Foreign investors must not avoid
approval procedures by changing actual controlling persons;

•

parties to real estate entities with foreign investment should not in any way guarantee
a fixed investment return;

•

local approval authorities should file the approvals of establishment of foreign
investment real estate entities with MOC for their records in a timely manner according
to applicable laws;

•

foreign exchange administration authorities and banks authorized to conduct foreign
exchange business should not process sale and settlement of foreign exchange
regarding capital account items to those that fail to file with MOC or fail to pass the
annual reviews; and

•

for those real estate entities which are illegally approved by local authorities for their
establishment, (i) MOC should carry out investigation, order punishment and make
rectification, and (ii) foreign exchange administrative authorities should not carry out
foreign exchange registrations for such entities.
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On 10 July 2007, SAFE issued the Notice Regarding the Publication of the First Group of
Real Estate Enterprises with Foreign Investment That Have Properly Registered with the
MOC. This new regulation restricts the ability of foreign invested real estate companies to
raise funds offshore and then inject funds into the companies either through capital increase
or by way of shareholder loans. The notice stipulates, among other things:–

(h)

•

that SAFE will no longer process foreign debt registration and examination and
approval of foreign exchange settlements for foreign debt for real estate enterprises
with foreign investment that obtained approval certificates from commercial authorities
and filed with MOC on or after 1 June 2007; and

•

that SAFE will no longer process foreign exchange registration (or change of such
registration) or foreign exchange settlement and sale under the capital account for real
estate enterprises with foreign investment that obtained approval certificates from local
commercial authorities on or after 1 June 2007 but failed to file with MOC.

Qualifications of a Real Estate Developer
Under the Development Regulations, the real estate development authorities shall examine
applications for registration of qualifications of a real estate developer when it reports its
establishment, by considering its assets, professional personnel and business results. A real
estate developer shall only undertake real estate development projects in compliance with
the approved qualification registration.
In accordance with the Provisions on Administration of Qualifications of Real Estate
Developers (the “Provisions on Administration of Qualifications”) promulgated by the
Ministry of Construction on 29 March 2000, a real estate developer shall apply for
registration of its qualifications according to such Provisions. An enterprise may not engage
in development and sale of real estate without a qualification classification certificate for real
estate development. The construction authority under the State Council oversees the
qualifications of real estate developers throughout the country, and the real estate
development authority under a local government on or above the county level shall oversee
the qualifications of local real estate developers.
In accordance with the Provisions on Administration of Qualifications, real estate developers
are classified into four classes. The approval system is tiered, so that confirmation of class
1 qualifications shall be subject to preliminary examination by the construction authority
under the people’s government of the relevant province, autonomous region or municipality
directly under the central government and then final approval of the construction authority
under the State Council. Procedures for approval of developers of class 2 or lower
qualifications shall be formulated by the construction authority under the people’s
government of the relevant province, autonomous region or municipality directly under the
central government. A developer that passes the qualification examination will be issued a
qualification certificate of the relevant class by the qualification examination authority.
After a newly established real estate developer reports its establishment to the real estate
development authority, the latter shall issue a Provisional Qualification Certificate to the
eligible developer within 30 days of its receipt of the above report. The valid period of the
Provisional Qualification Certificate is one year, the real estate development authority can
extend the period according to the developer’s specific operating circumstances. But the
period of extension may not exceed two years. The real estate developer may apply for
qualification classification by the real estate development authority within one month before
expiry of the Provisional Qualification Certificate.
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A developer of any qualification classification may only engage in the development and sale
of real estate within its approved scope of business and may not engage in business which
is limited to another classification. A class 1 real estate developer is not restricted as to the
scale of real estate project to be developed and may undertake a real estate development
project anywhere in the country. A real estate developer of class 2 or lower may undertake
a project with a GFA of less than 250,000 sq m and the specific scope of business shall be
as confirmed by the construction authority under the people’s government of the relevant
province, autonomous region or municipality directly under the central government.
(i)

Development of a Real Estate Project
Under the Foreign Investment Industrial Guidance Catalogue promulgated jointly by the
MOC and the NDRC in November 2004, the development and construction of ordinary
residential units falls within the category of industries in which foreign investment is
encouraged, whereas the development of a whole land lot and the construction and
operation of high end hotels, villas, premium office buildings, international conference
centres and large theme parks falls within the category of industries in which foreign
investment is subject to restrictions, while other real estate development falls within the
category of industry in which foreign investment is permitted. On 31 October 2007, the MOC
and NDRC jointly issued the new Foreign Investment Industrial Guidance Catalogue
effective from 1 December 2007, under which the development of a whole land lot and the
construction and operation of high end hotels, villas, premium office buildings, international
conference centres and large theme parks still falls within the category of industries in which
foreign investment is subject to restrictions. However, the development and construction of
ordinary residential units currently falls within the category of industry in which foreign
investment is permitted. Additionally, the secondary market transaction in real estate sector,
real estate intermediary or agent falls within the category of industry in which foreign
investment is restricted.
According to the Interim Provisions on Approving Foreign Investment Project promulgated
by the NDRC in October 2004, the NDRC shall examine and approve the foreign investment
projects with total investment of US$100 million or more within the category of industries in
which foreign investment is encouraged or permitted and those with total investment of
US$50 million or more within the category of industries in which foreign investment is subject
to restrictions as classified in the “Foreign Investment Industrial Guidance Catalogue”, while
the local development and reform authorities shall examine and approve the foreign
investment projects with a total investment of less than US$100 million within the category
of industries in which foreign investment is encouraged or permitted and those with a total
investment of less than US$50 million within the category of industries in which foreign
investment is subject to restrictions as classified in the “Foreign Investment Industrial
Guidance Catalogue.”
The Development Regulations provide that a real estate development project may be carried
out having regard to the overall land use plan, annual construction land schedule, applicable
municipal zoning plan and the annual property development scheme. Those projects which
should be approved by the planning control authorities in accordance with the relevant rules
should also be reported and approved by the planning control authorities and be brought into
the annual planning of the investment in fixed assets. Under the State Council’s Notice on
Stringent Control Over High Class Real Estate Development Projects issued in May 1995,
for a high class real estate project with a GFA of more than 100,000 sq m or total investment
of more than RMB200 million or foreign investment of US$30 million or more, the project
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proposal and commencement of works shall be subject to approval of the State
Development Planning Commission. For a high class real estate project with a GFA of more
than 20,000 sq m but less than 100,000 sq m or total investment of more than RMB30 million
but less than RMB200 million, the project proposal and commencement of works shall be
subject to approval of the Development Planning Commission of the relevant province,
autonomous region, municipality directly under the central government or separate-planning
city and then a report to the State Development Planning Commission. A high class real
estate project with foreign investment of more than US$100 million is subject to approval of
the State Council based on the recommendation of the State Development Planning
Commission.
Under the Interim Regulations on Grant and Transfer, a system of grant and transfer of the
right to use State-owned land is adopted. A land user shall pay a grant price to the State as
consideration for the grant of the right to use a land site within a certain term, and the land
user may transfer, lease out, mortgage or otherwise commercially exploit the land use right
within the term of use. Under the Interim Regulations on Grant and Transfer and the Urban
Real Estate Law, the land administration authority under the local government of the relevant
city or county shall enter into a grant contract with the land user to provide for the grant of
land use right. The land user shall pay the grant price as provided by the grant contract. After
payment in full of the grant price, the land user shall register with the land administration
authority and obtain a Land Use Right Certificate which evidences the acquisition of land use
rights.
The Urban Real Estate Law and the Development Regulations provide that, except for land
use rights which may be obtained through allocation pursuant to PRC laws or the
stipulations of the State Council, land use rights for a site intended for real estate
development shall be obtained through grant. Please refer to “Land for Property
Development” for further details. Under the Regulations on the Grant of State-owned
Land-Use Rights Through Competitive Bidding, Public Auction and Public Announcements
effective from 1 July 2002, and the Urban Real Estate Management Law implemented on 1
January 1995 and amended on 30 August 2007, state-owned land use rights for the
purposes of commercial use, tourism, entertainment and commodity residential property
development in the PRC may be granted by the government only through public tender,
auction and listing-for-sale.
When carrying out the feasibility study for a construction project, a construction entity shall
make a preliminary application for construction on the relevant site to the land administration
authority of the same level as the project approval authority, in accordance with the
Measures for Administration of Examination and Approval for Construction Sites and the
Measures for Administration of Preliminary Examination of Construction Project Sites
promulgated by the Ministry of Land and Resources in March 1999 and in July 2001
(amended in October 2004) respectively. After receiving the preliminary application, the land
administration authority shall carry out preliminary approval of various matters relating to the
construction project in compliance with the overall zoning plans and land supply policy of the
State, and shall then issue a preliminary approval report in respect of the project site. The
preliminary approval report is the requisite document of the approval of the construction
project. The land administration authority under the people’s government of the relevant city
or county shall sign a land use right grant contract with the land user and issue an Approval
for Construction Site to the construction entity.
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The Development Regulations also provide that a real estate developer shall record any
major events which occur in the course of construction in the Real Estate Development
Project Manual and periodically submit the same to the real estate development authority for
its records.
Under the Measures for Control and Administration of Grant and Transfer of Right to Use
Urban State-owned Land promulgated by the Ministry of Construction in December 1992,
the assignee to a grant contract, i.e. a real estate developer, shall legally apply for a Planning
Permit for Land Use and Construction from the municipal planning authority with the grant
contract, which permits use planning for the land to be developed by the real estate
developer.
After obtaining a Planning Permit for Land Use and Construction, a real estate developer
shall organize the necessary survey, planning and design work having regard to planning
and design requirements. For the planning and design proposal in respect of a real estate
development project, the relevant report and approval procedures required by the Urban and
Rural Planning Law of the People’s Republic of China promulgated by the Standing
Committee of the National People’s Congress in October 2007, and local statutes on
municipal planning must be followed and a Planning Permit for Construction Projects must
be obtained from the municipal planning authority.
On 6 July 2006, the Ministry of Construction promulgated “Several Opinions Regarding the
Implementation of Requirements on the Structure Portion of Newly-Built Housing” (the
“Opinion”) prescribing that the ratio of the dwelling space of an apartment development
(including economic housing) of which the built up area is no more than ninety (90) square
meters per apartment must exceed seventy percent (70%) of the total dwelling space of that
apartment development. The Opinion applies to all the newly approved and developed
commercial residential housings from 1 June 2006.
For projects for which approval was obtained before 1 June 2006 but which did not obtain
the Permit for Erection of Construction Projects, the planning and designing proposals must
be rectified in accordance with the requirements and the proposals must be submitted to the
relevant authorities for a renewed examination and approval.
(j)

Construction
Before the commencement of the construction work, the developer shall apply for a Permit
for Erection of Construction Projects from the construction authority under the local people’s
government above the county level according to the Measures for Administration of Granting
Permission for Commencement of Construction Works promulgated by the Ministry of
Construction in October 1999 (amended in July 2001).
Under the Building Construction and Municipal Facilities Construction Tender Management
Regulations (the “Tender Regulations”) promulgated in June 2001 which states that a
Tender Appraisal Committee should be set up for the appraisal of the tender for construction
works for the project. According to the Tender Regulations, the Tender Appraisal Committee
to be organized by the tenderee shall include representatives of the tenderee and relevant
specialists selected by the tenderee from a list certified by the construction administration
authorities. The number of members of the Tender Appraisal Committee shall be an odd
number and shall consist of at least five members. The relevant specialists shall make up no
less than two-thirds of the membership. In accordance with the Tender Regulations, if the
estimated price of a single construction contract amounts to at least RMB2 million or the total
investment of the project is at least RMB30 million, the developer is required to undertake
a bidding process for the award of the construction contracts.
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Pursuant to the Development Regulations and the Interim Measures for the Administration
of the Registration of the Inspection and Acceptance of the Completed Building Construction
Works and the Municipal Infrastructure Facilities promulgated by the Ministry of Construction
in April 2000 and the Interim Provisions on Acceptance Examination Upon Completion of
Buildings and Municipal Infrastructure, after the completion of the real estate development
project, the real estate developer should apply for the project completion inspection and
acceptance to the county level or higher local real estate administration authorities. A real
estate development project may only be delivered to the buyer after passing the necessary
acceptance examination, and may not be delivered before the necessary acceptance
examination is conducted or without passing such an acceptance examination. For a
housing estate or other building complex project, an acceptance examination shall be
conducted upon completion of the whole project and where such a project is developed in
phases, an acceptance examination may be carried out for each completed phase. The real
estate developer should register the project completion inspection and acceptance within 15
days from the pass of the inspection and acceptance. The project should not be delivered
to use without passing or fail to pass the project completion inspection and acceptance.
Projects like residential house quarters should pass the compositive completion inspection
and acceptance. Projects developed by stages can also be inspected and accepted by
stages.
Pursuant to the Development Regulations and the Circular of the State Council on Adjusting
the Capital Ratios of Fixed Asset Investment Projects in Some Industries promulgated by the
State Council in April 2004, the capital ratio of the real estate development projects has been
increased from 20% to 35% and above. In accordance with the Notice Regarding Adjusting
the Capital Ratios of Fixed Asset Investment Projects promulgated by the State Council on
25 May 2009, the lowest capital ratio of the indemnificatory residence and ordinary
commodity residence projects is 20%, and the lowest capital ratio of other real estate
development projects is 30%.
The real estate development should be in accordance with the provisions of the land use
right grant contract on the usage of the land and commencement date for construction of the
project. When a project is not commenced within one year since the date of commencement
stipulated in the land use grant contract, additional fees may be imposed on the developer
with an amount of not more 20% of the land grant fee. If the delay is more than two years,
the land use right may be taken back by the government without any refund.
(k)

Land for Property Development
According to the PRC Law of Land Administration as amended in August 2004 by the
Standing Committee of the National People’s Congress, and the Regulations for the
Implementation of the Law of Land Administration promulgated by the State Council in
December 1998, the state regulates and controls the usage of land, the land register and
record system and the land certificate issuing system. When there are approved
construction projects that involve the use of state-owned construction land, the construction
entity should first apply to those county level or higher land administration authorities who
have the authorisation for the construction land use approval and hand in the documents
that prescribed in law and regulations. After the examination of the land administration
authorities, the application must be reported to and approved by the same level government.
Whereas occupation of land for construction purposes involves the conversion of agricultural
land into land for construction purposes, the examination and approval procedures in this
regard shall be required.
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The provisions of the PRC Law on Administration of Urban Real Estate provide that, except
for land use rights which may be obtained through allocation pursuant to PRC laws or the
stipulations of the State Council, land for property development shall be obtained by grant.
The Law on the Administration of Real Estate expressly provides that the grant of land use
right may be by public auction or competitive bidding or by a mutual agreement between
both parties. Land for commercial use, tourism, entertainment and construction of luxury
flats shall be sold by public auction wherever it is feasible, and may be sold by mutual
agreement if sale by public auction or competitive bidding is not feasible. On 30 April 2001,
the State Council promulgated a Notice on Strengthening the Administration of State-owned
Land (the “Notice”), which stipulates that State-owned land use rights shall as far as
possible be sold by public auction or competitive bidding. The Notice further stipulates that
the supply of state-owned land shall be made known to the public unless state security or
confidentiality requirements are involved. If, after a supply schedule of land for commercial
development and other uses is announced, there are two or more prospective investors who
intend to develop the same land parcel, the relevant land parcel shall be made available to
the market by the government at the municipal or county levels through competitive bidding
or public auction. The competitive bidding and public auction of State-owned land use rights
shall be conducted openly.
On 9 May 2002, the State Bureau of Land Resources of the People’s Republic of China
promulgated the Regulations on the Grant of State-owned Land Use Rights through
Competitive Bidding, Public Auction and Public Announcements (the “Regulations”). The
New Regulations stipulate the legal basis, principles, scope, procedures and legal liability
arising from and in connection with the grant of State-owned land use rights by tender,
auction and listing-for-sale. Pursuant to the Regulations, land for commercial use, tourism,
entertainment and commodity housing development shall be granted by competitive bidding,
public auction or listing-for-sale and, in the event that a land parcel for uses other than
commerce, tourism, entertainment and commodity housing development has two or more
prospective purchasers after the promulgation of the relevant land supply schedule, the
grant of the land parcel shall be performed by competitive bidding, public auction or
listing-for-sale. Under these regulations, the grantor shall prepare the auction and tender
documents and shall make an announcement 20 days prior to the day of auction or tender
to announce the basic particulars of the land parcel and the time and venue of the auction
or tender. The grantor shall conduct a qualification verification of the tender applicants and
auction applicants, accept an open public bidding to determine the winning tender; or hold
an auction to ascertain a winning bidder. The grantor and the winner of the auction or tender
shall then enter into a confirmation, and the grantor and the winner of the auction or tender
shall then enter into a contract for the grant of state-owned land use rights.
On 7 November 2006, the Ministry of Finance, the Ministry of Land and Resources and the
People’s Bank of China jointly promulgated the “Circular on Adjusting the Policies of Land
Use Fee of the Increased Construction Land” stipulating that the land use fee on newly
approved construction land will double beginning on 1 January 2007.
On 12 December 2006, the Ministry of Land and Resources and the National Development
and Reform Commission issued the “Land Use Project Prohibition Catalogue (Version
2006)” (the “Prohibition Catalogue”) and the “Land Use Project Restriction Catalogue
(Version 2006)” (the “Restriction Catalogue”). The land and resources administrative
authorities and investment administrative authorities at all levels shall not approve any
applications relating to construction projects listed in the Prohibition Catalogue and in the
first ten sections of the Restriction Catalogue. Villa real estate development projects are
listed in the Prohibition Catalogue.
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On 30 September 2007, the Ministry of Land and Resources issued the Notice on
Conscientiously Implementing the ‘Several Opinions of the State Council on Solving Housing
Problems of Low Income Urban Families’ to Further Enhance the Control of Land Supply,
which stipulates that the supply of the land to be developed for low-rent housing, economical
housing and housing at low or medium price and of small or medium size shall be no less than
70% of the total land supply of the current year; the land and resources authorities shall control
the area of each piece of land and increase the number of pieces to be supplied, in order to
prevent the co-emption of land by property developers. The developers shall develop land
according to the terms of the land use right grant contract, and any violation thereof may
restrict or prevent such developers from participating in future land bidding. Generally, the
development period of each piece of land shall not exceed three years.
(l)

Sale of Commodity Buildings
Under the Measures for Administration of Sale of Commodity Buildings promulgated by the
Ministry of Construction in April 2001, sale of commodity buildings can include both
post-completion and pre-completion sales. Commodity buildings may be put to postcompletion sale only when the preconditions for such sale have been satisfied. Before the
post-completion sale of a commodity building, a real estate developer shall submit the Real
Estate Development Project Manual and other documents evidencing the satisfaction of
preconditions for post-completion sale to the real estate development authority for its record.
Any pre-completion sale of commodity buildings shall be conducted in accordance with the
Measures for Administration of Pre-completion Sale of Commodity Buildings (the “Precompletion Sale Measures”) promulgated by the Ministry of Construction in November
1994 and as amended in August 2001 and in July 2004 respectively, and the Development
Regulations. The Pre-completion Sale Measures provides that pre-completion sale of
commodity buildings is subject to certain procedures. According to the Development
Regulations and the Pre-completion Sale Measures, a permit shall be obtained before a
commodity building may be put to pre-completion sale. A developer intending to sell a
commodity building before its completion shall make the necessary pre-completion sale
registration with the real estate development authority of the relevant city or county to obtain
a Permit for Pre-completion Sale of Commodity Buildings. A commodity building may only be
sold before completion provided that: (1) the land premium has been paid in full for the grant
of the land use rights involved and a land use right certificate has been obtained; (2) a
Planning Permit for Construction Projects and a Permit for Erection of Construction Projects
have been obtained; (3) the funds invested in the development of the commodity buildings
put to pre-completion sale represent 25% or more of the total investment in the project and
the progress of works and the completion and delivery dates have been ascertained.
Pre-completion sale of commodity buildings can only be carried out after the Permit for
Pre-completion Sale of Commodity Buildings has been obtained.

(m) Transfer of Real Estate
According to the Urban Real Estate Law and the Provisions on Administration of Transfer of
Urban Real Estate promulgated by the Ministry of Construction in August 1995, as amended
in August 2001, a real estate owner may sell, bequeath or otherwise legally transfer real
estate to another person or legal entity. When transferring a building, the ownership of the
building and the land use rights to the site on which the building is situated are transferred.
The parties to a transfer shall enter into a real estate transfer contract in writing and register
the transfer with the real estate administration authority having jurisdiction over the location
of the real estate within 90 days of the execution of the transfer contract.
C-29

APPENDIX C — SUMMARY OF RELEVANT PRC LAWS AND REGULATIONS
Where the land use rights were originally obtained by grant, the real property may only be
transferred on the condition that: (1) the grant price has been paid in full for the grant of the
land use rights as provided by the grant contract and a land use right certificate has been
obtained; (2) development has been carried out according to the grant contract; and in the
case of a project in which buildings are being developed, development representing more
than 25% of the total investment has been completed, or in case of a whole land lot
development project, construction works has been carried out as planned, water supply,
sewerage, electricity supply, heat supply, access roads, telecommunications and other
infrastructure or utilities have been made available, and the site has been levelled and made
ready for industrial or other construction purposes.
If the land use rights were originally obtained by grant, the term of the land use rights after
transfer of the real estate shall be the remaining portion of the original term provided by the
land use right grant contract after deducting the time that has been used by the former land
users. In the event that the transferee intends to change the usage of the land provided in
the original grant contract, consent shall first be obtained from the original assignor and the
planning administration authority under the local government of the relevant city or county
and an agreement to amend the land use right grant contract or a new land use right grant
contract shall be signed in order to, inter alia, adjust the land use right grant price
accordingly.
(n)

Warranty and Maintenance of Buildings
Under the PRC Construction Law promulgated by the Standing Committee of the National
People’s Congress on 1 November 1997, the Measures on Administration of Sale of
Commodity Buildings promulgated by the Ministry of Construction in April 2001 and
amended on 22 April 2011, the Rules on the Implementation of the System on Residence
Quality Guarantee and Residence Usage Specification promulgated by the Ministry of
Construction on 20 May 1998, and the Regulations on Quality Management of Construction
Projects promulgated by the State Council on 30 January 2000, when a real property
developer delivers newly built residential houses, it should provide the Residence Usage
Specification and Residence Quality Guarantee. The Residence Quality Guarantee is the
legal document stipulating the warranty and maintenance obligations a real property
developer should bear for the already sold residential houses and it can be a supplementary
agreement to the Commodity House Purchase Contract.
According to Measures on the Warranty and Maintenance of Building Construction Projects
promulgated by the Ministry of Construction on 30 June 2000 under the normal usage, the
warranty and maintenance period to different parts of the construction projects should not be
shorter than the following:–
(i)

the reasonable using period as stipulated by the project designing documents for the
groundwork foundation and main body structure project;

(ii)

five years for the waterproof project of the surface, the toilet and rooms having
waterproof requirements, the leakage preventing of the outside metope;

(iii)

two heating periods/cooling periods for the heating and cooling system;

(iv) two years for the electrical system, water supply pipe and drainpipe, equipment fixing;
and
(v)

two years for the fitment project.
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The warranty and maintenance period of other parts of the construction projects may be
determined by real estate developers at their discretion.
(o)

Leases of Buildings
Under the Urban Real Estate Law and the Measures for Administration of Leases of
Buildings in Urban Areas promulgated by the Ministry of Construction in April 1995 and
amended on 30 August 2007, the parties to a lease of a building shall enter into a lease
contract in writing. A system has been adopted to register the leases of buildings. When a
lease contract is signed, amended or terminated, the parties shall register the details with
the real estate administration authority under the local government of the city or county in
which the building is situated.

(p)

Restrictions on the Grant of Residential Development Loans and Individual Property
Purchase Loans by Banks
The PBOC issued the Circular on Further Strengthening the Management of Loans for Real
Estate in June 2003 to specify the requirements for banks to provide loans for the purposes
of residential development, individual home mortgage and individual commodity houses as
follows:
•

Property development loans should be granted to property developers who are
qualified for property development, rank high in credibility and have no overdue
payment for construction. For property developers with commodity houses of high
vacancy rate and debt ratio, strict approval procedures shall be applied for their new
application for property development loans and their activities shall also be in the focus
of attention.

•

Commercial banks shall not grant loans to property developers to pay off land
premium.

•

Commercial banks may only provide housing loans to individual buyers when the main
structural buildings have been topped out. When a borrower applies for individual
home loans for his first residential unit, the first installment remains to be 20%. In
respect of his loan application for additional purchase of residential unit(s), the
percentage of the first installment shall be increased.

•

When a borrower applies for mortgaged loan of individual commodity house, the
mortgage shall not be more than 60%. In addition, the term of loan may not be more
than 10 years and the commodity house shall be duly completed and accepted after
inspection.

In the Circular on Facilitating the Continuously Healthy Development of Property Market
issued by the State Council in August 2003, a series of measures were adopted by the
government to control the property market. They include, but not limiting to, strengthening
the construction and management of economical houses, increasing the supply of ordinary
commodity houses and controlling the construction of high-end commodity houses. Besides,
the government also staged a series of measures for the loan of housing development. They
include, but not limiting to, putting more effort at provision of loans, improving the guarantee
mechanism of individual home loans and strengthening the monitor over property loans. It
is expected that the circular will have positive effect on the development of the PRC property
market in the long run by facilitating the continuously healthy growth of property market.
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Pursuant to the Guidance on Risk Management of Property Loans Granted by Commercial
Banks issued by China Banking Regulatory Commission in September 2004, commercial
banks may not be provided any loan in any form for a project without the State-Owned Land
Use Right Certificate, Construction Land Use Planning Permit, Construction Works Planning
Permit and Construction Works Commencement Permit. Any property developer applying
for property development loans shall have at least 35% of capital required for the
development, a commercial bank should maintain a strict loan system for considering
applications for property development loans.
Under the “Notice of the People’s Bank of China on Adjusting the Housing Credit Policies of
Commercial Banks and Deposit Interest Rate of the Excess Part of the Reserve” issued by
the PBOC on 16 March 2005 and effective from 17 March 2005, the minimum amount of
down payment for an individual residence shall be increased from 20% to 30% of the
purchase price for properties in cities where the property market is considered to be
overheating.
On 24 May 2006, the Ministry of Construction, NDRC, the Ministry of Supervision, the
Ministry of Finance, the Ministry of Land and Resources, PBOC, the State Bureau of
Statistics, the State Administration of Taxation and the China Banking Regulatory
Commission jointly issued “Opinions on Adjusting Housing Supply Structure and
Stabilization of Housing Prices.” These opinions stipulate that a commercial bank shall not
lend funds to property developers with a project capital ratio of less than 35%, or take
commodity properties which have been vacant for more than three years as security for
mortgage loans and shall strictly control the granting of revolving credit facilities to property
developers holding a large amount of idle land and vacant commodity properties. The
opinions also require that, from 1 June 2006, the minimum amount of down payment shall
not be less than 30% of the purchase price of the underlying individual commodity houses
with a GFA of 90 sq m or more.
In accordance with the Circular on Strengthening Commercial Real Estate Loan
Administration jointly issued by the PBOC and China Banking Regulatory Commission on 27
September 2007, when a borrower applies for individual housing loans for his first
owner-occupied residential unit with gross floor area of more than 90 square meters, the
down payment is at least 30%; in respect to his loan application for additional purchases of
residential units, the down payment cannot be less than 40%, the loan interest cannot be
lower than 1.1 times the benchmark lending rate published by the PBOC in the same period
and at the same level, and the amount of the down payment and interest of the loan should
be increased to a greater extent based on the number of the purchased apartments. The
level of increase should be decided by commercial banks according to loan risk
management principals.
The down payment of business premise loans should not be less than 50% with a maximum
loan term of 10 years, and the loan interest should be no less than 1.1 times the benchmark
lending rate published by the PBOC at the same period and level. The level of down
payment, term of loan and interest level should be decided by commercial banks according
to loan risk management principals. To the loan application for premises used for both
business and residential purposes, the down payment should be no less than 45% and the
loan term and interest rate should be decided according to the provisions on the
administration of business premise loans. Furthermore, commercial banks should not
advance loans to property development enterprises which hold co-emption of land or
building resources as confirmed by the land and resources authorities and construction
authorities.
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(q)

Insurance
There is no mandatory provision in the PRC laws, regulations and government rules which
require a property developer to take out insurance policies for its real estate developments.

(r)

Major Environmental Protection Requirements
In accordance with the PRC Environmental Protection Law adopted by the Standing
Committee of the NPC on 26 December 1989, the Administration Supervisory Department
of Environmental Protection of the State Council sets the national guidelines for the
discharge of pollutants. The provincial and municipal governments of provinces,
autonomous regions and municipalities may also set their own guidelines for the discharge
of pollutants within their own provinces or districts in the event that the national guidelines
are inadequate.
A company or enterprise which causes environmental pollution and discharges other
polluting materials which endanger the public should implement environmental protection
methods and procedures into their business operations. This may be achieved by setting up
a system of accountability within the company’s business structure for environmental
protection; adopting effective procedures to prevent environmental hazards such as waste
gases, water and residues, dust powder, radioactive materials and noise arising from
production, construction and other activities from polluting and endangering the
environment. The environmental protection system and procedures should be implemented
simultaneously with the commencement of and during the operation of construction,
production and other activities undertaken by the company. Any company or enterprise
which discharges environmental pollutants should report and register such discharge with
the Administration Supervisory Department of Environmental Protection and pay any fines
imposed for the discharge. A fee may also be imposed on the company for the cost of any
work required to restore the environment to its original state. Companies which have cause
severe pollution to the environment are required to restore the environment or remedy the
effects of the pollution within a prescribed time limit.
If a company fails to report and/or register the environmental pollution caused by it, it will
receive a warning or be penalized. Companies which fail to restore the environment or
remedy the effects of the pollution within the prescribed time will be penalized or have their
business licences terminated. Companies or enterprises which have polluted and
endangered the environment must bear the responsibility for remedying the danger and
effects of the pollution, as well as to compensate the any losses or damages suffered as a
result of such environmental pollution.
Under the Regulations on the Administration of Environmental Protection of Construction
Project promulgated by the State Council on 29 November 1998, the development of each
construction project is subject to the environment impact assessment, and the developer
should submit to the competent administrative authorities the environmental impact
statement which assess the pollution the construction project is likely to produce and its
impact on the environment and stipulate the preventive and curative measures. And only
after the competent authorities’ examination and approval, can the developer start the
construction project.
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And under the Provisions on the Inspection and Acceptance of Environmental Protection of
Construction Projects promulgated by the State Environmental Protection Administration of
China on 27 December 2001 and amended on 22 December 2010, each construction project
completed is subject to the inspection of the competent environmental protection
administrative authorities, and only after the construction project has passed the inspection
and acquired the acceptance approval, can it be put into use.
(s)

Measures on Stabilizing Housing Price
The General Office of the State Council promulgated the Circular on Stabilizing Real Estate
Price on 26 March 2005, requiring measures to be taken to restrain the housing price from
increasing too fast and to promote the healthy development of the real estate market. The
“Opinions on Work of Stabilizing Housing jointly issued by the Ministry of Construction,
NDRC, the Ministry of Finance, the Ministry of Land and Resources, PBOC, the State
Administration of Taxation and the China Banking Regulatory Commission on 30 April 2005
provides that:
(1)

Where the housing price grows too fast, while the supply of ordinary commodity
houses with medium or low price and economical houses is insufficient, the housing
construction should mainly involve projects of ordinary commodity houses with
medium or low price and economical houses. The construction of low-density,
high-quality houses shall be strictly controlled. With respect to construction projects of
medium-or-low-price ordinary commodity houses, before land supplying, the municipal
planning authority shall, according to controlling detailed planning, set forth such
conditions for planning and design as height, plot ratio and green space, while the real
estate authority, together with other relevant authorities, shall set forth such controlling
requirements as sale price, type and area. Such conditions and requirements will be
set up as preconditions of land grant to ensure the supply of houses with medium or
low price and houses with medium or small area. The local government must
strengthen the supervision of planning permit for real estate development projects.
Housing projects that have not been commenced within two years must be examined
again, and those that turn out to be not in compliance with the planning permits will be
revoked.

(2)

Where the price of land for residential use and residential house grows too fast, the
proportion of land for residential use to the total land supply should be appropriately
raised, and the land supply for the construction of ordinary commodity houses with
medium or low price and economical houses should be especially increased. Land
supply for villa construction shall continue to be suspended, and land supply for
high-end housing property construction shall be strictly restricted.

The General Office of the State Council promulgated the Circular on Adjusting Real Estate
Supply Structure and Stabilizing Real Estate Price on 24 May 2006. The regulation
stipulates that:
(1)

Since 1 June 2006, for the newly approved or developed commodity residential
houses, the ratio of the house with a built up area of no more than 90 square meters
should reach at least 70% of the total construction area. If there are special situations
existing that may require an adjustment, the affected municipality directly under the
Central Government, city directly under State planning or provincial capital should
apply to the Ministry of Construction for approving the adjustment on the abovementioned ratio. For the projects whose developer has already obtained the approval
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without the Permit for Erection of Construction Projects, if the ratio of the house with
a built up area of no more than 90 square meters has not reached the abovementioned ratio, the developer should adjust the ratio to satisfy the new requirements.
(2)

Since 1 June 2006, if the purchaser transfers the residential house within five years
from the purchasing day, the business tax will be levied on the basis of the sales
income on the residential house; if the person transfers the common residential house
after five years (including five years) from the purchasing day, no business tax will be
levied; and if the person transfers the uncommon residential house after five years
(including five years) from the purchasing day, the business tax will be levied on the
margin between the sales income on the residential house and the original purchase
price.

(3)

Since 1 June 2006, the initial payment for the personal housing mortgage loan shall not
be less that 30% of the total purchase price of the house. However, if the person
purchases the house with a built up area of no more than 90 square meters for his/her
own residence, the initial payment could be no less than 20% of the total purchase
price of the house.

On 30 May 2006, the Ministry of Land and Resources published the Urgent Notice of
Tightening Land Administration. In this notice, the Ministry of Land and Resources stressed
that the local governments must adhere to their annual overall land use planning and land
supply plans and tighten the control of land supply for non-agricultural use. The notice
requires local governments to suspend the supply of land for new villa projects to ensure
adequate supply of land for more affordable housing and to strictly enforce the regulations
applicable to the holding of idle land. In the notice, the Ministry of Land and Resources also
requires the local governments to investigate any illegal use of land and submit a report on
such investigations to it by the end of October 2006.
(t)

Tracing recent government policies, laws and regulations
Since 2006, in order to prevent China’s economy from expanding too rapidly and to achieve
balanced and sustainable economic growth, the PRC government has implemented
measures to control money supply, credit availability and fixed assets investment. The PRC
government has also implemented measures to discourage speculation in the residential
property market and to increase the supply of affordable housing rather than high-end
residential properties. In response to concerns over the scale of the increase in property
investment, the PRC government has introduced policies to restrict future development,
latest development including:
•

Limiting the monthly mortgage payment to 50% of an individual borrower’s monthly
income and limiting all monthly debt service payments of an individual borrower to 55%
of his or her monthly income;

•

Increasing minimum down payment of mortgage to 30% for “first time home buyer”,
60% for “second time home buyer” and barring providing mortgage to those who own
2 and more real estate properties.

•

Implement property tax trial in a few cities such as Shanghai and Chongqing.

•

Ambitious “Affordable housing” scheme to commence construction of 10 million
affordable houses all over China by the end of 2011.
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•

Restriction on property purchase put upon some major cities; and

•

Tightening regulations and restricting approval of new large-scale development zones.

A brief introduction of main policies since 2008 is set out as follow chronologically:
2008 — On January 3, 2008, the State Council issued a Notice on Promoting Economization of
Land Use with respect to the collection of additional land premium, establishment of a land
utilization priority planning scheme and the formulation of a system for assessing the optimal use
of land and other measures. The notice urges the full and effective use of existing construction
land and the preservation of farming land. The notice also emphasizes the enforcement of the
current rules on idle land fee for any land left idle for over one year but less than two years, with
such idle land fee charged at 20% of the land grant premium. The notice further urges the financial
institutions to exercise caution when they process loan applications from property developers that
have failed to commence construction, to complete development of at least one third of the land
area or to invest at least 25% of the total investment within one year of the construction date
provided in the land grant contract. The notice informs that the relevant government authorities
will formulate and issue further rules and regulations on such requirements.
In December 2008, the General Office of the State Council released Several Opinions on
Facilitating the Healthy Development of the Real Estate Market, and the Ministry of Finance and
the State Administration of Taxation jointly issued the Notice on the Policy of Business Tax on
Re-sale of Personal Residential Properties to encourage the purchase of ordinary residential
properties and support real estate development in response to market changes, including:
•

effective between January 1, 2009 and December 31, 2009, business tax will be imposed
according to the sale price on transfers of non-ordinary residential properties that occur
within two years, instead of five years as required previously, from their purchase dates;

•

for ordinary residential properties, business tax is exempted if they are transferred after two
years from the purchase dates;

•

for transfers of non-ordinary residential properties two years after their purchase dates and
ordinary residential properties within two years of their purchase dates, business tax is
levied on the balance between the relevant sale prices and purchase prices;

•

individuals with existing ordinary residential properties smaller than the average local
ordinary residential property size may buy second ordinary residential properties with the
favourable loan terms available to first-time buyers; and

•

the government will provide support to real estate development to respond to changing
market conditions, including increasing credit financing to “low-to-medium-priced” or
“small-to-medium-sized” ordinary commodity housing projects, particularly those under
construction, and providing financial support to real estate developers with good credit
standing for merger and acquisition activities.

2009 — In May 2009, the State Council issued the Notice on Adjusting the Portion of Capital for
Fixed Assets Investment. Under the notice, the capital ratio for protected housing projects and
ordinary commodity housing projects is adjusted from 35% to 20%, and the capital ratio for other
types of properties is adjusted from 35% to 30%.
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On December 22, 2009, the Ministry of Finance and State Administration of Taxation issued the
Notice on Adjusting the Business Tax Policies on Individual Housing Transfer. The Notice
provides, with an effective date from January 1, 2010, that where any individual sells a
non-ordinary housing unit within five years of the original purchase date, the business tax thereon
shall be collected on the full sale price; where any individual sells a non-ordinary housing unit
more than five years after the original purchase date or sells an ordinary housing unit within five
years after the original purchase date, the business tax thereon shall be collected on the basis of
the difference between the sale price and the original purchase price; where any individual sells
an ordinary housing unit more than five years after the original purchase date, he shall be
exempted from the business tax thereon.
On December 31, 2009, the China Banking Association issued the Self-regulation Consensus on
the Regulation of Real Estate Mortgage Loan Business for Individuals and Maintaining Market
Order, pursuant to which:
•

all members of the China Banking Association are required to strengthen their business
operations with respect to real estate mortgage loans for individuals; and

•

commencing from January 1, 2010, all members of the China Banking Association are
required to cease payment of commissions to real estate brokers or other intermediaries for
pure business solicitation and introduction purposes that are not in proportion to the services
rendered by such persons.

2010 — On January 7, 2010, the General Office of the State Council issued the Notice on
Promoting the Steady and Healthy Development of the Real Estate Market, which is aimed at
strengthening and improving the regulation and control of the real estate market, stabilizing
market expectations and promoting the steady and healthy development of the real estate market.
The Notice, among other things, provides that:
•

banks are strictly prohibited from offering loans to a property development project or
property developer which is not in compliance with credit loan regulations or policies;

•

land resource authorities shall strictly collect land grant premiums according to the land use
rights grant contract and strengthen oversight over idle land;

•

local governments must decide the minimum scale of pre-sale permits of commodity
residential houses rationally, based on the local practice and may not issue separate
pre-sale permits by floor or unit; and

•

the minimum down payment for the purchase of a second residential property by any
household with mortgage on its first residential property shall be 40% of the purchase price.
In addition, the Notice emphasizes the importance of the construction and supply of ordinary
commodity residential houses, efficient land supply planning by local governments and
effective risk control procedures by financial investors.

On March 8, 2010, the Ministry of Land and Resources issued the Notice on Strengthening the
Supply and Supervision of Land Use for Real Estate Property. The notice, among other things,
provides that:
•

land resource authorities shall strictly control the land supply for large-sized apartments and
prohibit the land supply for villas;
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•

land resource authorities shall prohibit property developers who owe land grant premium
payments, possess idle land, engage in land speculation and price manipulation, conduct
project development exceeding approved scope or fail to conform with the land use rights
grant contract from land bidding transactions within a set period of time; and

•

the land use rights grant contract must be executed within ten days after a grant of land has
been mutually agreed and a down payment of 50% of the land grant premium shall be paid
within one month from the execution of the land use rights grant contract with the remaining
amount paid no later than one year after the execution of the land use rights grant contract.

On April 17, 2010, the State Council issued the Notice on Strictly Restraining the Excessive
Growth of the Property Prices in Some Cities, according to which a stricter differential housing
credit policy shall be enforced. It provides that, among other things:
•

for first-time home buyers (including the borrower, his/her spouse and his/her underage
children, similarly hereinafter) of apartment larger than 90 square meters, a minimum 30%
down payment must be paid;

•

the down payment requirement on second-home mortgages was raised to at least 50% from
40% and also reiterated that a minimum extra 10% should be adopted on the interest rates
for housing loans granted to such buyers; and

•

for those who buy the third or more houses, even higher requirements on both down
payments and interest rates shall be levied. In addition, the banks can suspend housing
loans to buyers who own two or more housing units in places where housing prices are rising
too rapidly and are too high, and housing supply is insufficient.

On September 29, 2010, the PBOC and CBRC issued the Notice on Promoting Differentiated
Housing Credit Policy, which, among other things:
•

prohibits commercial banks from granting or extending loans to property developers that
violates laws and regulations such as: (i) holding idle land; (ii) changing the land use; (iii)
delaying the commencement and completion of development; and(iv) intentionally holding
properties for future sale, for the purpose of new property development;

•

currently prohibits commercial banks from granting housing loans to families who buy third
or more houses or non-local residents who fail to provide local one-year or longer tax
payment certificates or social insurance payment certificates; and

•

increase the minimum down payment to at least 30% of the purchase price of the property.

On December 18, 2010, the State Council issued the Circular on Unifying the System of the City
Maintenance and Construction Tax and the Education Surcharge on Domestic Enterprises,
Foreign Invested Enterprises and Individuals, which clarifies that, commencing from December 1,
2010, the FIEs should be subject to the City Maintenance and Construction Tax and the Education
Surcharges as well.
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1.

NAME OF THE PLAN
The Plan shall be called the “Starland Performance Share Plan”.

2.

DEFINITIONS

2.1 In the Plan, unless the context otherwise requires, the following words and expressions shall have
the following meanings:
“Act”

The Companies Act (Chapter 50) of Singapore, as
amended or modified from time to time.

“Adoption Date”

The date on which the Plan is adopted by resolution of the
Shareholders of the Company.

“Articles”

The Articles of the Company, as amended or modified from
time to time.

“Auditors”

The auditors of the Company for the time being.

“Award”

A contingent award of Shares granted under Rule 5.

“Award Date”

In relation to an Award, the date on which the Award is
granted pursuant to Rule 5.

“Award Letter”

A letter in such form as the Committee shall approve
confirming an Award granted to a Participant by the
Committee.

“Board”

The Board of Directors of our Company for the time being.

“CDP”

The Central Depository (Pte) Limited.

“Catalist”

The Catalist Board of the SGX-ST.

“Committee”

The committee comprising Directors duly authorized and
appointed by the Board of Directors to administer the Plan.

“Company”

Starland Holdings Limited

“Control”

The capacity to dominate decision-making, directly or
indirectly, in relation to the financial and operating policies of
the Company.

“Controlling Shareholder”

A person who holds directly or indirectly 15.0% or more of
the nominal amount of all voting shares in the Company; or
in fact exercises Control over the Company.

“Depositor”

A person being a Depository Agent or holder of a securities
account maintained with CDP but not including a holder of
a sub-account maintained with a Depository Agent.

“Group”

The Company and its subsidiaries.
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“Group Executive”

Any employee of the Group (including any Group Executive
Director and Group Non-Executive Director who meets the
relevant age and rank criteria and who shall be regarded as
a Group Executive for the purposes of the Plan) selected by
the Committee to participate in the Plan in accordance with
Rule 4(a).

“Group Executive Director”

A director of the Company and/or any of its subsidiaries, as
the case may be, who performs an executive function.

“Group Non-Executive Director”

A director of the Company and/or any of its subsidiaries, as
the case may be, who is not a Group Executive Director,
including independent directors.

“Listing Manual”

Section B: Rules of Catalist of the Listing Manual of the
SGX-ST, as amended, modified or supplemented from time
to time.

“Market Value”

In relation to a Share, on any day:
(a)

the average price of a Share on the Singapore
Exchange over the five immediately preceding Trading
Days; or

(b)

if the Committee is of the opinion that the Market Value
as determined in accordance with (a) above is not
representative of the value of a Share, such price as
the Committee may determine, such determination to
be confirmed in writing by the Auditors (acting only as
experts and not as arbitrators) to be in their opinion,
fair and reasonable.

“Participant”

Any eligible person selected by the Committee to participate
in the Plan in accordance with the rules hereof.

“Performance Condition”

In relation to an Award, the condition specified on the Award
Date in relation to that Award.

“Performance Period”

In relation to an Award, a period, the duration of which is to
be determined by the Committee on the Award Date, during
which the Performance Condition is to be satisfied.

“Plan”

The Starland Performance Share Plan, as the same may be
modified or altered from time to time.

“Release”

In relation to an Award, the release at the end of the
Performance Period relating to that Award of all or some of
the Shares to which that Award relates in accordance with
Rule 7 and, to the extent that any Shares which are the
subject of the Award are not released pursuant to Rule 7,
the Award in relation to those Shares shall lapse
accordingly, and “Released” shall be construed accordingly.
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“Release Schedule”

In relation to an Award, a schedule in such form as the
Committee shall approve, setting out the extent to which
Shares which are the subject of that Award shall be
Released on the Performance Condition being satisfied
(whether fully or partially) or exceeded or not being
satisfied, as the case may be, at the end of the Performance
Period.

“Released Award”

An Award which has been released in accordance with
Rule 7.

“Retention Period”

In relation to an Award, such period commencing on the
Vesting Date in relation to that Award as may be determined
by the Committee on the Award Date.

“SGX-ST”

The Singapore Exchange Securities Trading Limited.

“Shares”

Ordinary shares in the capital of the Company.

“Shareholders”

The registered holders for the time being of the shares
(other than the CDP) or in the case of Depositors,
Depositors who have Shares entered against their names in
the Depository Register

“Sponsor”

The sponsor of the Company from time to time, as required
by the Listing Manual

“Subsidiary”

A company (whether incorporated within or outside
Singapore and wheresoever resident) being a subsidiary for
the time being of the Company within the meaning of
Section 5 of the Act

“Trading Day”

A day on which the Shares are traded on Catalist.

“Vesting”

In relation to Shares which are the subject of a Released
Award, the absolute entitlement to all or some of the Shares
which are the subject of a Released Award and “Vest” and
“Vested” shall be construed accordingly.

“Vesting Date”

In relation to Shares which are the subject of a Released
Award, the date (as determined by the Committee and
notified to the relevant Participant) on which those Shares
have Vested pursuant to Rule 7.

2.2 For purposes of the Plan, the Company shall be deemed to have control over another company
if it has the capacity to dominate decision-making, directly or indirectly, in relation to the financial
and operating policies of that company.
2.3 Words importing the singular number shall, where applicable, include the plural number and vice
versa. Words importing the masculine gender shall, where applicable, include the feminine and
neuter genders.
2.4 Any reference to a time of a day in the Plan is a reference to Singapore time.
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2.5 Any reference in the Plan to any enactment is a reference to that enactment as for the time being
amended or re-enacted. Any word defined under the Act or any statutory modification thereof and
not otherwise defined in the Plan and used in the Plan shall have the meaning assigned to it under
the Act or any statutory modification thereof, as the case may be.
2.6 The term “Associate” shall have the meaning ascribed to it by the SGX-ST Listing Manual as set
out below:
(a)

(b)

in relation to any Director, CEO, Substantial Shareholder or Controlling Shareholder (being
an individual) means:
a.

his immediate family;

b.

the trustees of any trust of which he or his immediate family is a beneficiary or, in the
case of a discretionary trust, is a discretionary object; and

c.

any corporation in which he and his immediate family together (directly or indirectly)
have an interest of 30% or more.

in relation to a Substantial Shareholder or a Controlling Shareholder (being a corporation)
means any other corporation which is its subsidiary or holding company or is a subsidiary of
such holding company or one in the equity of which it and/or such other company or
companies taken together (directly or indirectly) have an interest of 30% or more.

2.7 The terms “Depository Register” and “Depository Agent” shall have the same meanings ascribed
to them by Section 130A of the Act.
3.

OBJECTIVES OF THE PLAN
The Plan has been proposed in order to:

4.

(a)

foster an ownership culture within the Group which aligns the interests of Group Executives
with the interests of Shareholders;

(b)

motivate Participants to achieve key financial and operational goals of the Company and/or
their respective business units and encourage greater dedication and loyalty to the Group;
and

(c)

make total employee remuneration sufficiently competitive to recruit new Participants and/or
retain existing Participants whose contributions are important to the long term growth and
profitability of the Group.

ELIGIBILITY OF PARTICIPANTS

4.1 The following persons shall be eligible to participate in the Plan at the absolute discretion of the
Committee:
(i)

Group Executives
Full-time Employees of the Group, Group Executive Directors and Group Non-Executive
Directors who have attained the age of 21 years as of the Award Date and hold such rank
as may be designated by the Committee from time to time. The Participant must also not be
an undischarged bankrupt and must not have entered into a composition with his creditors.
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(ii)

Controlling Shareholders and Associates of Controlling Shareholders
Subject to Rule 4.2, persons who are qualified under 4.1(i) above and who are also
Controlling Shareholders or Associates of Controlling Shareholders.

4.2 Employees who are Controlling Shareholders or Associates of Controlling Shareholders shall
(notwithstanding that they may meet the eligibility criteria in Rule 4.1(i) above) not participate in
the Plan unless:
(i)

their participation; and

(ii)

the terms of each grant and the actual number of Awards to be granted to them,

have been approved by the independent Shareholders in general meeting in separate resolutions
for each such person, and in respect of each such person, in separate resolutions for each of (i)
his participation and (ii) the terms of each grant and the actual number of Awards to be granted
to him, provided always that it shall not be necessary to obtain the approval of the independent
Shareholders of our Company for the participation in the Plan of a Controlling Shareholder or an
Associate of a Controlling Shareholder who is, at the relevant time already a Participant. For the
purposes of obtaining such approval from the independent Shareholders, our Company shall
procure that the circular, letter or notice to the Shareholder in connection therewith shall set out
the following:
(a)

clear justifications for the participation of such Controlling Shareholders or Associates of
Controlling Shareholders; and

(b)

clear rationale for the terms of the Awards to be granted to such Controlling Shareholders or
Associates of Controlling Shareholders.

4.3 Save as prescribed by Rule 853 of the Listing Manual, there shall be no restriction on the eligibility
of any Participant to participate in any other share option or share incentive scheme, whether or
not implemented by any other companies within our Group.
4.4 Subject to the Act and any requirement of the SGX-ST or any other stock exchange on which the
Shares may be listed or quoted, the terms of eligibility for participation in the Plan may be
amended from time to time at the absolute discretion of the Committee.
5.

GRANT OF AWARDS

5.1 Except as provided in Rule 8, the Committee may grant Awards to Group Executives as the
Committee may select, in its absolute discretion, at any time during the period when the Plan is
in force, provided that no Participant who is a member of the Committee shall participate in any
deliberation or decision in respect of Awards granted or to be granted to him.
5.2 The number of Shares which are the subject of each Award to be granted to a Participant in
accordance with the Plan shall be determined at the absolute discretion of the Committee, which
shall take into account criteria such as his rank, job performance, years of service and potential
for future development, his contribution to the success and development of the Group and the
extent of effort and resourcefulness with which the Performance Condition may be achieved
within the Performance Period, provided that in relation to Controlling Shareholders and
Associates of Controlling Shareholders:
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(a)

the aggregate number of Shares which may be offered by way of grant of Awards to
Participants who are Controlling Shareholders or Associates of Controlling Shareholders
under this Plan shall not exceed 25% of the total number of Shares available under this Plan,
and such aggregate number of Shares which may be offered to such Participants under this
Plan has been approved by the independent shareholders of our Company in a separate
resolution. For the purposes of obtaining such approval of the independent shareholder of
our Company, the Committee shall procure that the circular, letter or notice to the
shareholder in connection therewith shall set out clear rationale for the participation of and
grant of Awards to Participants who are Associates of Controlling Shareholders, provided
always that it shall not be necessary to obtain the approval of the independent shareholder
of our Company for the participation in this Plan of Associates of Controlling Shareholders
who at the relevant time were already Participants; and

(b)

the number of Shares available to each Associate of a Controlling Shareholder shall not
exceed 10% of the Shares available under this Plan.

5.3 The Committee shall decide in relation to an Award:
(a)

the Participant;

(b)

the Award Date;

(c)

the Performance Period;

(d)

the number of Shares which are the subject of the Award;

(e)

the Performance Condition;

(f)

the Release Schedule; and

(g)

any other condition(s) which the Committee may determine in relation to that Award.

5.4 The Committee may amend or waive the Performance Period, the Performance Condition and/or
the Release Schedule in respect of any Award:
(a)

in the event of a take-over offer being made for the Shares or if (i) shareholders of the
Company or (ii) under the Act, the court, sanctions a compromise or arrangement proposed
for the purposes of, or in connection with, a scheme for the reconstruction of the Company
or its amalgamation with another company or companies or in the event of a proposal to
liquidate or sell all or substantially all of the assets of the Company; or

(b)

if anything happens which causes the Committee to conclude that:
(i)

a changed Performance Condition and/or Release Schedule would be a fairer measure
of performance, and would be no less difficult to satisfy; or

(ii)

the Performance Condition and/or Release Schedule should be waived, and shall
notify the Participants of such change or waiver.

5.5 As soon as reasonably practicable after making an Award the Committee shall send to each
Participant an Award Letter confirming the Award and specifying in relation to the Award:
(a)

the Award Date;
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(b)

the Performance Period;

(c)

the number of Shares which are the subject of the Award;

(d)

the Performance Condition;

(e)

the Release Schedule; and

(f)

any other condition which the Committee may determine in relation to that Award.

5.6 Participants are not required to pay for the grant of Awards.
5.7 An Award or Released Award shall be personal to the Participant to whom it is granted and, prior
to the allotment and/or transfer to the Participant of the Shares to which the Released Award
relates, shall not be transferred, charged, assigned, pledged or otherwise disposed of, in whole
or in part, except with the prior approval of the Committee and if a Participant shall do, suffer or
permit any such act or thing as a result of which he would or might be deprived of any rights under
an Award or Released Award without the prior approval of the Committee, that Award or Released
Award shall immediately lapse.
6.

EVENTS PRIOR TO THE VESTING DATE

6.1 An Award shall, to the extent not yet Released, immediately lapse without any claim whatsoever
against the Company:
(a)

in the event of misconduct on the part of the Participant as determined by the Committee in
its discretion;

(b)

subject to Rule 6.2(b), where the Participant is a Group Executive, upon the Participant
ceasing to be in the employment of the Group for any reason whatsoever; or

(c)

in the event of an order being made or a resolution passed for the winding-up of the
Company on the basis, or by reason, of its insolvency.

For the purpose of Rule 6.1(b), the Participant shall be deemed to have ceased to be so employed
as of the date the notice of termination of employment is tendered by or is given to him, unless
such notice shall be withdrawn prior to its effective date.
6.2 In any of the following events, namely:
(a)

the bankruptcy of the Participant or the happening of any other event which results in his
being deprived of the legal or beneficial ownership of an Award;

(b)

where the Participant being a Group Executive ceases to be in the employment of the Group
by reason of:
(i)

ill health, injury or disability (in each case, evidenced to the satisfaction of the
Committee);

(ii)

redundancy;

(iii)

retirement at or after the legal retirement age;

D-7

APPENDIX D — RULES OF THE STARLAND PERFORMANCE SHARE PLAN
(iv) retirement before the legal retirement age with the consent of the Committee;
(v)

the company by which he is employed or to which he is seconded, as the case may be,
ceasing to be a company within the Group or the undertaking or part of the undertaking
of such company being transferred otherwise than to another company within the
Group;

(vi) (where applicable) his transfer of employment between companies within the Group;
(vii) his transfer to any government ministry, governmental or statutory body or corporation
at the direction of any company within the Group; or
(viii) any other event approved by the Committee;
(c)

the death of a Participant; or

(d)

any other event approved by the Committee,

the Committee may, in its absolute discretion, preserve all or any part of any Award and decide
as soon as reasonably practicable following such event either to Vest some or all of the Shares
which are the subject of any Award or to preserve all or part of any Award until the end of the
Performance Period and subject to the provisions of the Plan. In exercising its discretion, the
Committee will have regard to all circumstances on a case-by-case basis, including (but not
limited to) the contributions made by that Participant and the extent to which the Performance
Condition has been satisfied.
6.3 Without prejudice to the provisions of Rule 5.4, if before the Vesting Date, any of the following
occurs:
(a)

a take-over offer for the Shares becomes or is declared unconditional;

(b)

a compromise or arrangement proposed for the purposes of, or in connection with, a scheme
for the reconstruction of the Company or its amalgamation with another company or
companies being approved by shareholders of the Company and/or sanctioned by the court
under the Act; or

(c)

an order being made or a resolution being passed for the winding up of the Company (other
than as provided in Rule 6.1(c) or for amalgamation or reconstruction),

the Committee will consider, at its discretion, whether or not to Release any Award, and will take
into account all circumstances on a case-by-case basis, including (but not limited to) the
contributions made by that Participant. If the Committee decides to Release any Award, then in
determining the number of Shares to be Vested in respect of such Award, the Committee will have
regard to the proportion of the Performance Period which has elapsed and the extent to which the
Performance Condition has been satisfied. Where Awards are Released, the Committee will, as
soon as practicable after the Awards have been Released, procure the allotment or transfer to
each Participant of the number of Shares so determined, such allotment or transfer to be made
in accordance with Rule 7. If the Committee so determines, the Release of Awards may be
satisfied in cash as provided in Rule 7.
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7.

RELEASE OF AWARDS

7.1 Review of Performance Condition
(a)

As soon as reasonably practicable after the end of each Performance Period, the Committee
shall review the Performance Condition specified in respect of each Award and determine at
its discretion whether it has been satisfied and, if so, the extent to which it has been satisfied,
and provided that the relevant Participant has continued to be a Group Executive from the
Award Date up to the end of the Performance Period, shall Release to that Participant all or
part (as determined by the Committee at its discretion in the case where the Committee has
determined that there has been partial satisfaction of the Performance Condition) of the
Shares to which his Award relates in accordance with the Release Schedule specified in
respect of his Award on the Vesting Date. If not, the Awards shall lapse and be of no value.
If the Committee determines in its sole discretion that the Performance Condition has not
been satisfied or (subject to Rule 6) if the relevant Participant has not continued to be a
Group Executive from the Award Date up to the end of the relevant Performance Period, that
Award shall lapse and be of no value and the provisions of Rules 7.2 to 7.4 shall be of no
effect.
The Committee shall have the discretion to determine whether the Performance Condition
has been satisfied (whether fully or partially) or exceeded and in making any such
determination, the Committee shall have the right to make computational adjustments to the
audited results of the Company or the Group to take into account such factors as the
Committee may determine to be relevant, including changes in accounting methods, taxes
and extraordinary events, and further the right to amend the Performance Condition if the
Committee decides that a changed performance target would be a fairer measure of
performance.

(b)

Shares which are the subject of a Released Award shall be Vested to a Participant on the
Vesting Date, which shall be a Trading Day falling as soon as practicable after the review by
the Committee referred to in Rule 7.1(a) and, on the Vesting Date, the Committee will
procure the allotment or transfer to each Participant of the number of Shares so determined.

(c)

Where new Shares are allotted upon the Vesting of any Award, the Company shall, as soon
as practicable after such allotment, apply to the Sponsor and/or the SGX-ST and any other
stock exchange on which the Shares are quoted or listed for permission to deal in and for
quotation of such Shares.

7.2 Release of Award
On Vesting of the Award, after the end of each Performance Period, the Committee has the
discretion to determine whether to issue new Shares or to procure the transfer of existing Shares,
or a combination of both methods to the Participant. Shares which are allotted or transferred on
the Release of an Award to a Participant shall be issued in the name of, or transferred to, CDP
to the credit of the securities account of that Participant maintained with CDP or the securities
sub-account of that Participant maintained with a Depository Agent, in each case, as designated
by that Participant.
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7.3 Ranking of Shares
New Shares issued and allotted, and existing Shares procured by the Company for transfer, on
the Release of an Award shall:
(a)

be subject to all the provisions of the Articles and the Memorandum of Association of the
Company (including provisions relating to the liquidation of the Company); and

(b)

rank in full for all entitlements, including dividends or other distributions declared or
recommended in respect of the then existing Shares, the Record Date for which is on or after
the relevant Vesting Date, and shall in all other respects rank pari passu with other existing
Shares then in issue.

“Record Date” means the date fixed by the Company for the purposes of determining entitlements
to dividends or other distributions to or rights of holders of Shares.
7.4 Cash Awards
The Committee, in its absolute discretion, may determine to make a Release of an Award, wholly
or partly, in the form of cash rather than Shares, in which event the Participant shall receive on
the Vesting Date, in lieu of all or part of the Shares which would otherwise have been allotted or
transferred to him on Release of his Award, the aggregate Market Value of such Shares on the
Vesting Date.
7.5 Moratorium
Shares which are issued and allotted or transferred to a Participant pursuant to the Release of an
Award shall not be transferred, charged, assigned, pledged or otherwise disposed of, in whole or
in part, during the Retention Period, except to the extent set out in the Award Letter or with the
prior approval of the Committee. The Company may take steps that it considers necessary or
appropriate to enforce or give effect to this disposal restriction including specifying in the Award
Letter the conditions which are to be attached to an Award for the purpose of enforcing this
disposal restriction.
8.

LIMITATIONS ON THE SIZE OF THE PLAN

8.1 The total number of new Shares which may be issued pursuant to Awards granted under the Plan
on any date, when added to (i) the number of new Shares issued and issuable in respect of all
Awards granted under the Plan; and (ii) all Shares issued and issuable in respect of all options
granted or awards granted under any other share incentive schemes or share plans adopted by
the Company for the time being in force, shall not exceed 15.0% of the issued and paid-up share
capital of the Company on the day preceding that date. The aggregate number of Shares
available under the Plan and any other share incentive schemes or share plans adopted by the
Company for the time being in force shall not exceed 15.0% of the total issued Share capital of
our Company from time to time.
8.2 In addition, the number of Shares available to Controlling Shareholders or Associates of a
Controlling Shareholder under this Plan are subject to the limits stated in Rule 5.2 above.
8.3 Shares which are the subject of Awards which have lapsed for any reason whatsoever may be the
subject of further Awards granted by the Committee under the Plan.
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9.

ADJUSTMENT EVENTS

9.1 If a variation in the issued ordinary share capital of the Company (whether by way of a
capitalisation of profits or reserves or rights issue or reduction) shall take place, then:
(a)

the class and/or number of Shares which is/are the subject of an Award to the extent not yet
Vested; and/or

(b)

the class and/or number of Shares in respect of which future Awards may be granted under
the Plan,

shall be adjusted in such manner as the Committee may determine to be appropriate, provided
that no adjustment shall be made if as a result, the Participant receives a benefit that a
shareholder does not receive.
9.2 Unless the Committee considers an adjustment to be appropriate, the issue of securities as
consideration for an acquisition or a private placement of securities, or the cancellation of issued
Shares purchased or acquired by the Company by way of a market purchase of such Shares
undertaken by the Company on the SGX-ST during the period when a share purchase mandate
granted by shareholders of the Company (including any renewal of such mandate) is in force,
shall not normally be regarded as a circumstance requiring adjustment.
9.3 Notwithstanding the provisions of Rule 9.1, any adjustment (except in relation to a capitalisation
issue) must be confirmed in writing by the Auditors (acting only as experts and not as arbitrators)
to be in their opinion, fair and reasonable.
9.4 Upon any adjustment required to be made pursuant to this Rule 9, the Company shall notify the
Participant (or his duly appointed personal representatives where applicable) in writing and
deliver to him (or his duly appointed personal representatives where applicable) a statement
setting forth the nominal amount, class and/or number of Shares thereafter to be issued or
transferred on the Vesting of an Award. Any adjustment shall take effect upon such written
notification being given.
10. ADMINISTRATION OF THE PLAN
10.1 The Plan shall be administered by the Committee in its absolute discretion with such powers and
duties as are conferred on it by the Board, provided that no member of the Committee shall
participate in any deliberation or decision in respect of Awards granted or to be granted to him
10.2 The Committee shall have the power, from time to time, to make and vary such arrangements,
guidelines and/or regulations (not being inconsistent with the Plan) for the implementation and
administration of the Plan, to give effect to the provisions of the Plan and/or to enhance the benefit
of the Awards and the Released Awards to the Participants, as they may, in their absolute
discretion, think fit. Any matter pertaining or pursuant to the Plan and any dispute and uncertainty
as to the interpretation of the Plan, any rule, regulation or procedure thereunder or any rights
under the Plan shall be determined by the Committee.
10.3 Neither the Plan nor the grant of Awards under the Plan shall impose on the Company or the
Committee or any of its members any liability whatsoever in connection with:
(a)

the lapsing of any Awards pursuant to any provision of the Plan;
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(b)

the failure or refusal by the Committee to exercise, or the exercise by the Committee of, any
discretion under the Plan; and/or

(c)

any decision or determination of the Committee made pursuant to any provision of the Plan.

10.4 Any decision or determination of the Committee made pursuant to any provision of the Plan (other
than a matter to be certified by the Auditors) shall be final, binding and conclusive (including for
the avoidance of doubt, any decisions pertaining to disputes as to the interpretation of the Plan
or any rule, regulation or procedure hereunder or as to any rights under the Plan). The Committee
shall not be required to furnish any reasons for any decision or determination made by it.
11.

NOTICES AND COMMUNICATIONS

11.1 Any notice required to be given by a Participant to the Company shall be sent or made to the
registered office of the Company or such other addresses (including electronic mail addresses) or
facsimile number, and marked for the attention of the Committee, as may be notified by the
Company to him in writing.
11.2 Any notices or documents required to be given to a Participant or any correspondence to be made
between the Company and the Participant shall be given or made by the Committee (or such
person(s) as it may from time to time direct) on behalf of the Company and shall be delivered to
him by hand or sent to him at his home address, electronic mail address or facsimile number
according to the records of the Company or the last known address, electronic mail address or
facsimile number of the Participant.
11.3 Any notice or other communication from a Participant to the Company shall be irrevocable, and
shall not be effective until received by the Company. Any other notice or communication from the
Company to a Participant shall be deemed to be received by that Participant, when left at the
address specified in Rule 11.2 or, if sent by post, on the day following the date of posting or, if sent
by electronic mail or facsimile transmission, on the day of despatch.
12. MODIFICATIONS TO THE PLAN
12.1 Any or all the provisions of the Plan may be modified and/or altered at any time and from time to
time by a resolution of the Committee, except that:
(a)

no modification or alteration shall alter adversely the rights attached to any Award granted
prior to such modification or alteration except with the consent in writing of such number of
Participants who, if their Awards were Released to them upon the Performance Conditions
for their Awards being satisfied in full, would become entitled to not less than three quarters
of all the Shares which would fall to be Vested upon Release of all outstanding Awards upon
the Performance Conditions for all outstanding Awards being satisfied in full;

(b)

the definitions of “Group Executive”, “Group Executive Director”, “Group Non-Executive
Director”, “Participant”, “Performance Period” and “Release Schedule” and the provisions of
Rules 4, 5, 6, 7, 8, 9, 10 and this Rule 12 shall not be altered to the advantage of Participants
except with the prior approval of the Company’s shareholders in general meeting; and

(c)

no modification or alteration shall be made without the prior approval of the SGX-ST and
such other regulatory authorities as may be necessary.
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For the purposes of Rule 12.1(a), the opinion of the Committee as to whether any modification or
alteration would adversely affect the rights attached to any Award shall be final, binding and
conclusive. For the avoidance of doubt, nothing in this Rule 12.1 shall affect the right of the
Committee under any other provision of the Plan to amend or adjust any Award.
12.2 Notwithstanding anything to the contrary contained in Rule 12.1, the Committee may at any time
by resolution (and without other formality, save for the prior approval of the SGX-ST) amend or
alter the Plan in any way to the extent necessary or desirable, in the opinion of the Committee,
to cause the Plan to comply with, or take into account, any statutory provision (or any amendment
or modification thereto, including amendment of or modification to the Act) or the provision or the
regulations of any regulatory or other relevant authority or body (including the SGX-ST).
12.3 Written notice of any modification or alteration made in accordance with this Rule 12 shall be
given to all Participants.
13. TERMS OF EMPLOYMENT UNAFFECTED
The terms of employment of a Participant shall not be affected by his participation in the Plan,
which shall neither form part of such terms nor entitle him to take into account such participation
in calculating any compensation or damages on the termination of his employment for any reason.
14. DURATION OF THE PLAN
14.1 The Plan shall continue to be in force at the discretion of the Committee, subject to a maximum
period of 10 years commencing on the Adoption Date, provided always that the Plan may continue
beyond the above stipulated period with the approval of the Company’s shareholders by ordinary
resolution in general meeting and of any relevant authorities which may then be required.
14.2 The Plan may be terminated at any time by the Committee or, at the discretion of the Committee,
by resolution of the Company in general meeting, subject to all relevant approvals which may be
required and if the Plan is so terminated, no further Awards shall be granted by the Committee
hereunder.
14.3 The expiry or termination of the Plan shall not affect Awards which have been granted prior to
such expiry or termination, whether such Awards have been Released (whether fully or partially)
or not.
15. TAXES
All taxes (including income tax) arising from the grant or Release of any Award granted to any
Participant under the Plan shall be borne by that Participant.
16. COSTS AND EXPENSES OF THE PLAN
16.1 Each Participant shall be responsible for all fees of CDP relating to or in connection with the issue
and allotment or transfer of any Shares pursuant to the Release of any Award in CDP’s name, the
deposit of share certificate(s) with CDP, the Participant’s securities account with CDP, or the
Participant’s securities sub-account with a CDP Depository Agent.
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16.2 Save for the taxes referred to in Rule 15 and such other costs and expenses expressly provided
in the Plan to be payable by the Participants, all fees, costs and expenses incurred by the
Company in relation to the Plan including but not limited to the fees, costs and expenses relating
to the allotment and issue, or transfer, of Shares pursuant to the Release of any Award, shall be
borne by the Company.
17. DISCLAIMER OF LIABILITY
Notwithstanding any provisions herein contained, the Committee and the Company shall not
under any circumstances be held liable for any costs, losses, expenses and damages whatsoever
and howsoever arising in any event, including but not limited to the Company’s delay in issuing,
or procuring the transfer of, the Shares or applying for or procuring the listing of new Shares on
Catalist in accordance with Rule 7.1(c).
18. DISCLOSURES IN ANNUAL REPORTS
The following disclosures (as applicable) will be made by the Company in its annual report for so
long as the Plan continues in operation:
(a)

the names of the members of the Committee administering the Plan;

(b)

in respect of the following Participants:
(i)

Directors of our Company;’

(ii)

Controlling Shareholders and their Associates; and

(iii)

Participants (other than those in paragraphs (i) and (ii) above) who have received
Shares pursuant to the Release of Awards granted under the Plan which, in aggregate,
represent 5% or more of the aggregate number of new Shares available under the
Plan;

the following information:
(aa) the name of the Participant;
(bb) the aggregate number of Shares comprised in Awards granted during the
financial year under review;
(cc) the number of new Shares issued to such Participant during the financial year
under review;
(dd) the number of existing Shares purchased for delivery pursuant to release of
Awards to such Participant during the financial year under review;
(ee) the aggregate number of Shares comprised in Awards which have not been
released as at the end of the financial year under review;
(ff)

the aggregate number of Shares comprised in Awards granted since the
commencement of the Plan to the end of the financial year under review;
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(gg) the number of new Shares allotted to such Participant since the commencement
of the Performance Share Plan to the end of financial year under review; and
(hh) the number of existing Shares transferred to Scheme Participant since the
commencement of the Performance Share Plan to the end of the financial year
under review.
(c)

(d)

in relation to the Performance Share Plan:
(i)

the aggregate number of Shares comprised in Awards which have Vested under the
Plan since the commencement of the Plan to the end of the financial year under review;

(ii)

the aggregate number of new Shares issued which are comprised in the Awards vested
during the financial year under review; and

(iii)

the aggregate number of Shares comprised in Awards which have not yet Released,
as at the end of the financial year under review; and

such other information as may be required by the Listing Manual or the Act.

If any of the above is not applicable, an appropriate negative statement shall be included therein.
19. DISPUTES
Any disputes or differences of any nature arising hereunder shall be referred to the Committee
and its decision shall be final and binding in all respects.
20. GOVERNING LAW
The Plan shall be governed by, and construed in accordance with, the laws of the Republic of
Singapore. The Participants, by accepting grants of Awards in accordance with the Plan, and the
Company submit to the exclusive jurisdiction of the courts of the Republic of Singapore.
21. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT (CHAPTER 53B)
No person other than the Company or a Participant shall have any right to enforce any provision
of the Plan or any Award by the virtue of the Contracts (Rights of Third Parties) Act (Chapter 53B)
of Singapore.
22. ELIGIBLE SHAREHOLDERS
Shareholders who are eligible to participate in the scheme must abstain from voting on any
resolution relating to the Plan (other than a resolution relating to the participation of, or grant of
options to, directors and employees of the issuer’s parent company and its subsidiaries).
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APPENDIX E — SELECTED EXTRACTS OF OUR ARTICLES OF ASSOCIATION
The discussion below provides information about certain provisions of our Memorandum and Articles
of Association and the laws of Singapore. This description is only a summary and is qualified by
reference to Singapore law and our Articles.
The instruments that constitute and define our Company are the Memorandum and Articles of
Association of our Company.
Articles of Association
The provisions in the Articles of Association of our Company relating to:
(a)

a Director’s power to vote on a proposal, arrangement or contract in which the Director is
Interested
Article 100
A Director shall not vote in respect of any contract or arrangement or any other proposal
whatsoever in which he has any personal material interest, directly or indirectly. A Director shall
not be counted in the quorum at a meeting in relation to any resolution on which he is debarred
from voting.

(b)

the Director’s power to vote on remuneration (including pension or other benefits) for himself or
for any other director, and whether the quorum at a meeting of the board of Directors to vote on
Directors’ remuneration may include the director whose remuneration is the subject of the vote
Article 77
The ordinary remuneration of the Directors, which shall from time to time be determined by an
Ordinary Resolution of the Company, shall not be increased except pursuant to an Ordinary
Resolution passed at a General Meeting where notice of the proposed increase shall have been
given in the notice convening the General Meeting and shall (unless such resolution otherwise
provides) be divisible among the Directors as they may agree, or failing agreement, equally,
except that any Director who shall hold office for part only of the period in respect of which such
remuneration is payable shall be entitled only to rank in such division for a proportion of
remuneration related to the period during which he has held office. The ordinary remuneration of
an executive Director may not include a commission on or a percentage of turnover and the
ordinary remuneration of a non-executive Director shall be a fixed sum, and not by a commission
on or a percentage of profits or turnover.
Article 78
Any Director who holds any executive office, or who serves on any committee of the Directors, or
who otherwise performs services which in the opinion of the Directors are outside the scope of the
ordinary duties of a Director, may be paid such extra remuneration by way of salary, commission
or otherwise as the Directors may determine, Provided that such extra remuneration (in case of
an executive Director) shall not be by way of commission on or a percentage of turnover and (in
the case of a non-executive Director) shall be a fixed sum, and not by a commission on or a
percentage of profits or turnover.
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Article 79
The Directors may repay to any Director all such reasonable expenses as he may incur in
attending and returning from meetings of the Directors or of any committee of the Directors or
General Meetings or otherwise in or about the business of the Company.
Article 80
The Directors shall have power to pay and agree to pay pensions or other retirement,
superannuation, death or disability benefits to (or to any person in respect of) any Director for the
time being holding any executive office and for the purpose of providing any such pensions or
other benefits to contribute to any scheme or fund or to pay premiums.
(c)

borrowing powers exercisable by the Directors and how such borrowing powers can be varied
Article 108
Subject as hereinafter provided and to the provisions of the Statutes, the Directors may exercise
all the powers of the Company to borrow money, to mortgage or charge its undertaking, property
and uncalled capital and to issue debentures and other securities, whether outright or as collateral
security for any debt, liability or obligation of the Company or of any third party.

(d)

retirement or non-retirement of Directors under an age limit requirement
Article 89
At each Annual General Meeting, one-third of the Directors for the time being (or, if their number
is not a multiple of three, the number nearest to but not less than one-third) shall retire from office
by rotation, Provided that no Director holding office as Managing Director shall be subject to
retirement by rotation or be taken into account in determining the number of Directors to retire. For
the avoidance of doubt, each Director (other than a Director holding office as Managing Director)
shall retire at least once every three years.
Article 90
The Directors to retire by rotation shall include (so far as necessary to obtain the number required)
any Director who is due to retire at a General Meeting by reason of age or who wishes to retire
and not to offer himself for re-election. Any further Directors so to retire shall be those of the other
Directors subject to retirement by rotation who have been longest in office since their last
re-election or appointment and so that as between persons who became or were last re-elected
Directors on the same day, those to retire shall (unless they otherwise agree among themselves)
be determined by ballot. A retiring Director shall be eligible for re-election.
Article 91
The Company at a General Meeting at which a Director retires under any provision of these
Articles may by Ordinary Resolution fill the office being vacated by electing thereto the retiring
Director or some other person eligible for appointment. In default, the retiring Director shall be
deemed to have been re-elected except in any of the following cases:
(a)

where at such meeting it is expressly resolved not to fill such office or a resolution for the
re-election of such Director is put to the meeting and lost; or
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(b)

where such Director has given notice in writing to the Company that he is unwilling to be
re-elected; or

(c)

where the default is due to the moving of a resolution in contravention of the next following
Article; or

(d)

where such Director has attained any retiring age applicable to him as Director.

The retirement shall not have effect until the conclusion of the meeting except where a resolution
is passed to elect some other person in the place of the retiring Director or a resolution for his
re-election is put to the meeting and lost and accordingly a retiring Director who is re-elected or
deemed to have been re-elected will continue in office without a break.
(e)

the number of shares, if any, required for Director’s qualification
Article 76
A Director shall not be required to hold any shares of the Company by way of qualification. A
Director who is not a Member of the Company shall nevertheless be entitled to receive notice of
and to attend and speak at General Meetings.

(f)

rights, preferences and restrictions attaching to each class of shares
Article 3
(A)

Subject to the Act and to these Articles, no shares may be issued by the Directors without
the prior approval of the Company in General Meeting pursuant to Section 161 of the Act,
but subject thereto and the terms of such approval, and to Article 5, and to any special rights
attached to any shares for the time being issued, the Directors may allot and issue shares
or grant options over or otherwise dispose of the same to such persons on such terms and
conditions and for such consideration and at such time and whether or not subject to the
payment of any part of the amount thereof in cash or otherwise as the Directors may think
fit, and any shares may, subject to compliance with Sections 70 and 75 of the Act, be issued
with such preferential, deferred, qualified or special rights, privileges, conditions or
restrictions, whether as regards Dividend, return of capital, participation in surplus, voting,
conversion or otherwise, as the Directors may think fit, and preference shares may be issued
which are or at the option of the Company are liable to be redeemed, the terms and manner
of redemption being determined by the Directors in accordance with the Act, Provided
Always that no options shall be granted over unissued shares except in accordance with the
Act and the Designated Stock Exchange’s listing rules.

(B)

The Directors may, at any time after the allotment of any share but before any person has
been entered in the Register of Members as the holder, recognize a renunciation thereof by
the allottee in favour of some other person and may accord to any allottee of a share a right
to effect such renunciation upon and subject to such terms and conditions as the Directors
may think fit to impose.

(C)

Except so far as otherwise provided by the conditions of issue or by these Articles, all new
shares shall be issued subject to the provisions of the Statutes and of these Articles with
reference to allotment, payment of calls, lien, transfer, transmission, forfeiture or otherwise.
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Article 8
(A)

Preference shares may be issued subject to such limitation thereof as may be prescribed by
any Designated Stock Exchange. Preference shareholders shall have the same rights as
ordinary shareholders as regards receiving of notices, reports and balance-sheets and
attending General Meetings of the Company, and preference shareholders shall also have
the right to vote at any General Meeting convened for the purpose of reducing capital or
winding-up or sanctioning a sale of the undertaking of the Company or where the proposal
to be submitted to the General Meeting directly affects their rights and privileges or when the
Dividend on the preference shares is more than six months in arrears.

(B)

The Company has power to issue further preference capital ranking equally with, or in
priority to, preference shares already issued.

Article 9
(A)

Whenever the share capital of the Company is divided into different classes of shares, the
variation or abrogation of the special rights attached to any class may, subject to the
provisions of the Act, be made either with the consent in writing of the holders of
three-quarters of the total number of issued shares of the class or with the sanction of a
Special Resolution passed at a separate General Meeting of the holders of the shares of the
class (but not otherwise) and may be so made either whilst the Company is a going concern
or during or in contemplation of a winding-up. To every such separate General Meeting all
the provisions of these Articles relating to General Meetings of the Company and to the
proceedings thereat shall mutatis mutandis apply, except that the necessary quorum shall
be two or more persons holding at least one-third of the total number of the issued shares
of the class present in person or by proxy or attorney and that any holder of shares of the
class present in person or by proxy or attorney may demand a poll and that every such
holder shall on a poll have one vote for every share of the class held by him where the class
is a class of equity shares within the meaning of Section 64(1) of the Act or at least one vote
for every share of the class where the class is a class of preference shares within the
meaning of Section 180(2) of the Act, Provided Always that where the necessary majority for
such a Special Resolution is not obtained at such General Meeting, the consent in writing,
if obtained from the holders of three-quarters of the total number of the issued shares of the
class concerned within two months of such General Meeting, shall be as valid and effectual
as a Special Resolution carried at such General Meeting.

(B)

The provisions in Article 9(A) shall mutatis mutandis apply to any repayment of preference
capital (other than redeemable preference capital) and any variation or abrogation of the
rights attached to preference shares or any class thereof.

(C)

The special rights attached to any class of shares having preferential rights shall not unless
otherwise expressly provided by the terms of issue thereof be deemed to be varied by the
creation or issue of further shares ranking as regards participation in the profits or assets of
the Company in some or all respects pari passu therewith but in no respect in priority thereto.

Article 14
Every person whose name is entered as a Member in the Register of Members shall be entitled,
within ten market days (or such period as the Directors may determine having regard to any
limitation thereof as may be prescribed by the Designated Stock Exchange from time to time) after
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the closing date of any application for shares or (as the case may be) after the date of lodgment
of a registrable transfer to one certificate for all his shares of any one class or to several
certificates in reasonable denominations each for a part of the shares so allotted or transferred.
Article 34
(A)

There shall be no restriction on the transfer of fully paid-up shares (except where required
by law or by the rules, bye-laws or listing rules of the Designated Stock Exchange) but the
Directors may in their discretion decline to register any transfer of shares upon which the
Company has a lien, and in the case of shares not fully paid up, may refuse to register a
transfer to a transferee of whom they do not approve, Provided Always that in the event of
the Directors refusing to register a transfer of shares, the Company shall within ten market
days (or such period as the Directors may determine having regard to any limitation thereof
as may be prescribed by the Designated Stock Exchange from time to time) after the date
on which the application for a transfer of shares was made, serve a notice in writing to the
applicant stating the facts which are considered to justify the refusal as required by the
Statutes.

(B)

The Directors may decline to register any instrument of transfer unless:
(a)

such fee not exceeding S$2.00 (or such other fee as the Directors may determine
having regard to any limitation thereof as may be prescribed by the Designated Stock
Exchange from time to time) as the Directors may from time to time require is paid to
the Company in respect thereof;

(b)

the amount of proper duty (if any) with which each instrument of transfer is chargeable
under any law for the time being in force relating to stamps is paid;

(c)

the instrument of transfer is deposited at the Office or at such other place (if any) as the
Directors may appoint accompanied by a certificate of payment of stamp duty (if stamp
duty is payable on such instrument of transfer in accordance with any law for the time
being in force relating to stamp duty), the certificates of the shares to which it relates,
and such other evidence as the Directors may reasonably require to show the right of
the transferor to make the transfer and, if the instrument of transfer is executed by
some other person on his behalf, the authority of the person so to do; and

(d)

the instrument of transfer is in respect of only one class of shares.

Article 41
A reference to a Member shall be a reference to a registered holder of shares in the Company,
or where such registered holder is CDP, the Depositors on behalf of whom CDP holds the shares,
Provided that:
(a)

a Depositor shall only be entitled to attend any General Meeting and to speak and vote
thereat if his name appears on the Depository Register maintained by CDP forty eight (48)
hours before the General Meeting as a Depositor on whose behalf CDP holds shares in the
Company, the Company being entitled to deem each such Depositor, or each proxy of a
Depositor who is to represent the entire balance standing to the Securities Account of the
Depositor, to represent such number of shares as is actually credited to the Securities
Account of the Depositor as at such time, according to the records of CDP as supplied by
CDP to the Company, and where a Depositor has apportioned the balance standing to his
Securities Account between two proxies, to apportion the said number of shares between
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the two proxies in the same proportion as previously specified by the Depositor in appointing
the proxies; and accordingly no instrument appointing a proxy of a Depositor shall be
rendered invalid merely by reason of any discrepancy between the proportion of Depositor’s
shareholding specified in the instrument of proxy, or where the balance standing to a
Depositor’s Securities Account has been apportioned between two proxies the aggregate of
the proportions of the Depositor’s shareholding they are specified to represent, and the true
balance standing to the Securities Account of a Depositor as at the time of the General
Meeting, if the instrument is dealt with in such manner as is provided above;
(b)

the payment by the Company to CDP of any Dividend payable to a Depositor shall to the
extent of the payment discharge the Company from any further liability in respect of the
payment;

(c)

the delivery by the Company to CDP of provisional allotments or share certificates in respect
of the aggregate entitlements of Depositors to new shares offered by way of rights issue or
other preferential offering or bonus issue shall to the extent of the delivery discharge the
Company from any further liability to each such Depositor in respect of his individual
entitlement; and

(d)

the provisions in these Articles relating to the transfers, transmissions or certification of
shares shall not apply to the transfer of book-entry securities.

Article 42
Except as required by the Statutes or law, no person shall be recognized by the Company as
holding any share upon any trust, and the Company shall not be bound by or compelled in any
way to recognize (even when having notice thereof) any equitable, contingent, future or partial
interest in any share, or any interest in any fractional part of a share, or (except only as by these
Articles or by the Statutes or law otherwise provided) any other right in respect of any share,
except an absolute right to the entirety thereof in the registered holder and nothing in these
Articles contained relating to CDP or to Depositors or in any depository agreement made by the
Company with any common depository for shares shall in any circumstances be deemed to limit,
restrict or qualify the above.
Article 63
In the case of joint holders of a share, the vote of the senior who tenders a vote, whether in person
or by proxy, shall be accepted to the exclusion of the votes of the other joint holders and for this
purpose seniority shall be determined by the order in which the names stand in the Register of
Members or, as the case may be, the order in which the names appear in the Depository Register
in respect of the joint holding.
Article 64
Where in Singapore or elsewhere a receiver or other person (by whatever name called) has been
appointed by any court claiming jurisdiction in that behalf to exercise powers with respect to the
property or affairs of any Member on the ground (however formulated) of mental disorder, the
Directors may in their absolute discretion, upon or subject to production of such evidence of the
appointment as the Directors may require, permit such receiver or other person on behalf of such
Member, to vote in person or by proxy at any General Meeting, or to exercise any other right
conferred by Membership in relation to General Meetings of the Company.
E-6

APPENDIX E — SELECTED EXTRACTS OF OUR ARTICLES OF ASSOCIATION
Article 65
No Member shall be entitled in respect of shares held by him to vote at a General Meeting either
personally or by proxy or to exercise any other right conferred by Membership in relation to
General Meetings if any call or other sum payable by him to the Company in respect of such
shares remains unpaid.
(g)

any change in capital
Article 10
The Company may by Ordinary Resolution:
(A)

consolidate and divide all or any of its share capital;

(B)

sub-divide its shares, or any of them, provided always that in such subdivision the proportion
between the amount paid and the amount (if any) unpaid on each reduced share shall be
same as it was in the case of the share from which the reduced share is derived;

(C)

convert or exchange any class of shares into or for any other class of shares; and/or

(D)

cancel the number of shares which at the date of the passing of the resolution in that behalf
have not been taken or agreed to be taken by any person or which have been forfeited and
diminish the amount of its share capital by the number of the shares so cancelled.

Article 11
(A)

The Company may reduce its share capital or any other undistributable reserve in any
manner permitted, and with, and subject to, any incident authorized, and consent or
confirmation required, by law.

(B)

The Company may purchase or otherwise acquire its issued shares subject to and in
accordance with the provisions of the Statutes and any applicable rules of the Designated
Stock Exchange (hereafter, the “Relevant Laws”), on such terms and subject to such
conditions as the Company may in General Meeting prescribe in accordance with the
Relevant Laws. Any shares purchased or acquired by the Company as aforesaid shall,
unless held in treasury in accordance with the Act, be deemed to be cancelled immediately
on purchase or acquisition by the Company. On the cancellation of any share as aforesaid,
the rights and privileges attached to that share shall expire. In any other instance, the
Company may hold or deal with any such share which is so purchased or acquired by it in
such manner as may be permitted by, and in accordance with the Relevant Laws. Without
prejudice to the generality of the foregoing, upon cancellation of any share purchased or
otherwise acquired by the Company pursuant to these Articles and the Statutes, the number
of issued shares of the Company shall be diminished by the number of shares so cancelled,
and, where any such cancelled share was purchased or acquired out of the capital of the
Company, the amount of share capital of the Company shall be reduced accordingly.
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(h)

any change in the respective rights of the various classes of shares including the action necessary
to change the rights
Article 9

(i)

(A)

Whenever the share capital of the Company is divided into different classes of shares, the
variation or abrogation of the special rights attached to any class may, subject to the
provisions of the Act, be made either with the consent in writing of the holders of
three-quarters of the total number of the issued shares of the class or with the sanction of
a Special Resolution passed at a separate General Meeting of the holders of the shares of
the class (but not otherwise) and may be so made either whilst the Company is a going
concern or during or in contemplation of a winding-up. To every such separate General
Meeting all the provisions of these Articles relating to General Meetings of the Company and
to the proceedings thereat shall mutatis mutandis apply, except that the necessary quorum
shall be two or more persons holding at least one-third of the total number of the issued
shares of the class present in person or by proxy or attorney and that any holder of shares
of the class present in person or by proxy or attorney may demand a poll and that every such
holder shall on a poll have one vote for every share of the class held by him where the class
is a class of equity shares within the meaning of Section 64(1) of the Act or at least one vote
for every share of the class where the class is a class of preference shares within the
meaning of Section 180(2) of the Act, Provided Always that where the necessary majority for
such a Special Resolution is not obtained at such General Meeting, the consent in writing,
if obtained from the holders of three-quarters of the total number of the issued shares of the
class concerned within two months of such General Meeting, shall be as valid and effectual
as a Special Resolution carried at such General Meeting.

(B)

The provisions in Article 9(A) shall mutatis mutandis apply to any repayment of preference
capital (other than redeemable preference capital) and any variation or abrogation of the
rights attached to preference shares or any class thereof.

(C)

The special rights attached to any class of shares having preferential rights shall not unless
otherwise expressly provided by the terms of issue thereof be deemed to be varied by the
creation or issue of further shares ranking as regards participation in the profits or assets of
the Company in some or all respects pari passu therewith but in no respect in priority thereto.

dividends and distribution
Article 123
The Company may by Ordinary Resolution declare Dividends but no such Dividend shall exceed
the amount recommended by the Directors.
Article 124
If and so far as in the opinion of the Directors, the profits of the Company justify such payments,
the Directors may declare and pay the fixed Dividends on any class of shares carrying a fixed
Dividend expressed to be payable on fixed dates on the half-yearly or other dates prescribed for
the payment thereof and may also from time to time declare and pay interim Dividends on shares
of any class of such amounts and on such dates and in respect of such periods as they think fit.
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Article 125
Subject to any rights or restrictions attached to any shares or class of shares and except as
otherwise permitted under the Act:
(a)

all Dividends in respect of shares must be paid in proportion to the number of shares held
by a Member, but where shares are partly paid, all Dividends must be apportioned and paid
proportionately to the amounts paid or credited as paid on the partly paid shares; and

(b)

all Dividends must be apportioned and paid proportionately to the amounts so paid or
credited as paid during any portion or portions of the period in respect of which the Dividend
is paid.

For the purposes of this Article, an amount paid or credited as paid on a share in advance of a call
is to be ignored.
Article 126
(A)

No Dividend shall be paid otherwise than out of profits available for distribution under the
provisions of the Statutes. The payment by the Directors of any unclaimed dividends or other
moneys payable on or in respect of a share into a separate account shall not constitute the
Company a trustee in respect thereof. All Dividends remaining unclaimed after one year from
having been first payable may be invested or otherwise made use of by the Directors for the
benefit of the Company, and any Dividend or any such moneys unclaimed after six (6) years
from having been first payable shall be forfeited and shall revert to the Company provided
always that the Directors may at any time thereafter at their absolute discretion annul any
such forfeiture and pay the Dividend so forfeited to the person entitled thereto prior to the
forfeiture. If CDP returns any such Dividend or moneys to the Company, the relevant
Depositor shall not have any right or claim in respect of such Dividend or moneys against the
Company if a period of six (6) years has elapsed from the date of the declaration of such
Dividend or the date on which such other moneys are first payable.

(B)

A payment by the Company to CDP of any Dividend or other moneys payable to a Depositor
shall, to the extent of the payment made, discharge the Company from any liability to the
Depositor in respect of that payment.

Article 127
No Dividend or other monies payable on or in respect of a share shall bear interest as against the
Company.
Article 128
(A)

The Directors may retain any Dividend or other monies payable on or in respect of a share
on which the Company has a lien and may apply the same in or towards satisfaction of the
debts, liabilities or engagements in respect of which the lien exists.

(B)

The Directors may retain the Dividends payable upon shares in respect of which any person
is under the provisions as to the transmission of shares hereinbefore contained entitled to
become a Member, or which any person is under those provisions entitled to transfer, until
such person shall become a Member in respect of such shares or shall transfer the same.
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Article 129
The waiver in whole or in part of any Dividend on any share by any document (whether or not
under seal) shall be effective only if such document is signed by the Member (or the person
entitled to the share in consequence of the death or bankruptcy of the holder) and delivered to the
Company and if or to the extent that the same is accepted as such or acted upon by the Company.
Article 130
The Company may upon the recommendation of the Directors by Ordinary Resolution direct
payment of a Dividend in whole or in part by the distribution of specific assets (and in particular
of paid-up shares or debentures of any other company) and the Directors shall give effect to such
resolution. Where any difficulty arises with regard to such distribution, the Directors may settle the
same as they think expedient and in particular, may issue fractional certificates, may fix the value
for distribution of such specific assets or any part thereof, may determine that cash payments shall
be made to any Member upon the footing of the value so fixed in order to adjust the rights of all
parties and may vest any such specific assets in trustees as may seem expedient to the Directors.
Article 131
Any Dividend or other moneys payable in cash on or in respect of a share may be paid by cheque
or warrant sent through the post to the registered address appearing in the Register of Members
or (as the case may be) the Depository Register of the Member or person entitled thereto (or, if
two or more persons are registered in the Register of Members or (as the case may be) entered
in the Depository Register as joint holders of the share or are entitled thereto in consequence of
the death or bankruptcy of the holder, to any one of such persons) or to such person and such
address as such Member or person or persons may by writing direct. Every such cheque or
warrant shall be made payable to the order of the person to whom it is sent or to such person as
the holder or joint holders or person or persons entitled to the share in consequence of the death
or bankruptcy of the holder may direct and payment of the cheque or warrant by the banker upon
whom it is drawn shall be a good discharge to the Company. Every such cheque or warrant shall
be sent at the risk of the person entitled to the money represented thereby.
Article 132
If two or more persons are registered in the Register of Members or (as the case may be) the
Depository Register as joint holders of any share, or are entitled jointly to a share in consequence
of the death or bankruptcy of the holder, any one of them may give effectual receipts for any
Dividend or other monies payable or property distributable on or in respect of the share.
Article 133
Any resolution declaring a Dividend on shares of any class, whether a resolution of the Company
in General Meeting or a resolution of the Directors, may specify that the same shall be payable
to the persons registered as the holders of such shares in the Register of Members or (as the case
may be) the Depository Register at the close of business on a particular date and thereupon the
Dividend shall be payable to them in accordance with their respective holdings so registered, but
without prejudice to the rights inter se in respect of such Dividend of transferors and transferees
of any such shares.
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(j)

any limitation on the right to own Shares, including limitations on the right of non- resident or
foreign Shareholders to hold or exercise voting rights on their Shares
Article 5
(A)

Subject to any direction to the contrary that may be given by the Company in General
Meeting or except as permitted by the rules of the Designated Stock Exchange, all new
shares shall before issue be offered to such persons who as at the date (as determined by
the Directors) of the offer are entitled to receive notices from the Company of General
Meetings in proportion, as far as the circumstances admit, to the number of the existing
shares to which they are entitled. The offer shall be made by notice specifying the number
of shares offered, and limiting a time within which the offer, if not accepted, will be deemed
to be declined, and, after the expiration of that time, or on the receipt of an intimation from
the person to whom the offer is made that he declines to accept the shares offered, the
Directors may dispose of those shares in such manner as they think most beneficial to the
Company. The Directors may likewise so dispose of any new shares which (by reason of the
ratio which the new shares bear to shares held by persons entitled to an offer of new shares)
cannot, in the opinion of the Directors, be conveniently offered under this Article 5(A).

(B)

Notwithstanding Article 5(A) above, the Company may by Ordinary Resolution in General
Meeting give to the Directors a general authority, either unconditionally or subject to such
conditions as may be specified in the Ordinary Resolution, to:
(a)

(b)

(i)

issue shares in the capital of the Company (“shares”) whether by way of rights,
bonus or otherwise; and/or

(ii)

make or grant offers, agreements or options (collectively, “Instruments”) that
might or would require shares to be issued, including but not limited to the
creation and issue of (as well as adjustments to) warrants, debentures or other
instruments convertible into shares; and

(notwithstanding the authority conferred by the Ordinary Resolution may have ceased
to be in force) issue shares in pursuance of any Instrument made or granted by the
Directors while the Ordinary Resolution was in force,

Provided that:
(1)

the aggregate number of shares to be issued pursuant to the Ordinary Resolution
(including shares to be issued in pursuance of Instruments made or granted pursuant
to the Ordinary Resolution) shall be subject to such limits and manner of calculation as
may be prescribed by the Designated Stock Exchange;

(2)

in exercising the authority conferred by the Ordinary Resolution, the Company shall
comply with the provisions of the listing rules of the Designated Stock Exchange for the
time being in force (unless such compliance is waived by the Designated Stock
Exchange) and these Articles; and

(3)

(unless revoked or varied by the Company in General Meeting) the authority conferred
by the Ordinary Resolution shall not continue in force beyond the conclusion of the
Annual General Meeting of the Company next following the passing of the Ordinary
Resolution, or the date by which such Annual General Meeting of the Company is
required by law to be held, or the expiration of such other period as may be prescribed
by the Act (whichever is the earliest).
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(C)

The Company may, notwithstanding Articles 5(A) and 5(B) above, authorize the
Directors not to offer new shares to Members to whom by reason of foreign securities
laws, such offers may not be made without registration of the shares or a prospectus
or other document, but to sell the entitlements to the new shares on behalf of such
Members on such terms and conditions as the Company may direct.

Article 34
(A)

There shall be no restriction on the transfer of fully paid-up shares (except where required
by law or by the rules, bye-laws or listing rules of the Designated Stock Exchange) but the
Directors may in their discretion decline to register any transfer of shares upon which the
Company has a lien, and in the case of shares not fully paid up, may refuse to register a
transfer to a transferee of whom they do not approve, Provided Always that in the event of
the Directors refusing to register a transfer of shares, the Company shall within ten market
days (or such period as the Directors may determine having regard to any limitation thereof
as may be prescribed by the Designated Stock Exchange from time to time) after the date
on which the application for a transfer of shares was made, serve a notice in writing to the
applicant stating the facts which are considered to justify the refusal as required by the
Statutes.

(B)

The Directors may decline to register any instrument of transfer unless:
(a)

such fee not exceeding S$2.00 (or such other fee as the Directors may determine
having regard to any limitation thereof as may be prescribed by the Designated Stock
Exchange from time to time) as the Directors may from time to time require is paid to
the Company in respect thereof;

(b)

the amount of proper duty (if any) with which each instrument of transfer is chargeable
under any law for the time being in force relating to stamps is paid;

(c)

the instrument of transfer is deposited at the Office or at such other place (if any) as the
Directors may appoint accompanied by a certificate of payment of stamp duty (if stamp
duty is payable on such instrument of transfer in accordance with any law for the time
being in force relating to stamp duty), the certificates of the shares to which it relates,
and such other evidence as the Directors may reasonably require to show the right of
the transferor to make the transfer and, if the instrument of transfer is executed by
some other person on his behalf, the authority of the person so to do; and

(d)

the instrument of transfer is in respect of only one class of shares.

Article 42
Except as required by the Statutes or law, no person shall be recognised by the Company as
holding any share upon any trust, and the Company shall not be bound by or compelled in any
way to recognise (even when having notice thereof) any equitable, contingent, future or partial
interest in any share, or any interest in any fractional part of a share, or (except only as by these
Articles or by the Statutes or law otherwise provided) any other right in respect of any share,
except an absolute right to the entirety thereof in the registered holder and nothing in these
Articles contained relating to CDP or to Depositors or in any depository agreement made by the
Company with any common depository for shares shall in any circumstances be deemed to limit,
restrict or qualify the above.
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You are invited to apply and subscribe for the Placement Shares at the Placement Price for each
Placement Share subject to the following terms and conditions:
1.

YOUR APPLICATION MUST BE MADE IN LOTS OF 1,000 PLACEMENT SHARES OR
INTEGRAL MULTIPLES THEREOF. YOUR APPLICATION FOR ANY OTHER NUMBER OF
SHARES WILL BE REJECTED.

2.

Your application for the Placement Shares may only be made by way of printed Placement Shares
Application Forms.
YOU MAY NOT USE CPF FUNDS TO APPLY FOR THE PLACEMENT SHARES.

3.

You are allowed to submit only one application in your own name for the Placement
Shares.
If you, being other than an approved nominee company, have submitted an application for
Placement Shares in your own name, you should not submit any other application for
Placement Shares for any other person. Such separate applications shall be deemed to be
multiple applications and may be rejected at the discretion of our Company, the Sponsor
and the Placement Agent.
Joint applications for the Placement Shares shall be rejected. If you submit or procure
submissions of multiple share applications for Placement Shares, you may be deemed to
have committed an offence under the Penal Code (Chapter 224) of Singapore and the SFA,
and your applications may be referred to the relevant authorities for investigation. Multiple
applications or those appearing to be or suspected of being multiple applications may be
rejected at the discretion of our Company, the Sponsor and the Placement Agent.

4.

We will not accept applications from any person under the age of 21 years, undischarged
bankrupts, sole proprietorships, partnerships, non-corporate bodies, joint Securities Account
holders of CDP and from applicants whose addresses (as furnished in their Application Forms)
bear post office box numbers. No person acting or purporting to act on behalf of a deceased
person is allowed to apply under the Securities Account with CDP in the deceased’s name at the
time of application.

5.

We will not recognise the existence of a trust. Any application by a trustee or trustees must be
made in his/her/their own name(s) and without qualification or, where the application is made by
way of an Application Form by a nominee, in the name(s) of an approved nominee company or
companies after complying with paragraph 6 below.

6.

WE WILL NOT ACCEPT APPLICATIONS FROM NOMINEES EXCEPT THOSE MADE BY
APPROVED NOMINEE COMPANIES ONLY. Approved nominee companies are defined as
banks, merchant banks, finance companies, insurance companies, licensed securities dealers in
Singapore and nominee companies controlled by them. Applications made by persons acting as
nominees other than approved nominee companies shall be rejected.

7.

IF YOU ARE NOT AN APPROVED NOMINEE COMPANY, YOU MUST MAINTAIN A
SECURITIES ACCOUNT WITH CDP IN YOUR OWN NAME AT THE TIME OF YOUR
APPLICATION. If you do not have an existing Securities Account with CDP in your own name at
the time of your application, your application will be rejected. If you have an existing Securities
Account with CDP but fail to provide your Securities Account number or provide an incorrect
F-1

APPENDIX F — TERMS, CONDITIONS AND PROCEDURES
FOR APPLICATION AND ACCEPTANCE
Securities Account number in Section B of the Application Form, your application is liable to be
rejected. Subject to paragraph 8 below, your application shall be rejected if your particulars such
as name, NRIC/passport number, nationality and permanent residence status provided in your
Application Form differ from those particulars in your Securities Account as maintained with CDP.
If you possess more than one individual direct Securities Account with CDP, your application shall
be rejected.
8.

If your address as stated in the Application Form is different from the address registered
with CDP, you must inform CDP of your updated address promptly, failing which the
notification letter on successful allotment and other correspondence from CDP will be sent
to your address last registered with CDP.

9.

Our Company reserves the right to reject any application which does not conform strictly
to the instructions set out in the Application Form and in this Offer Document or with the
terms and conditions of this Offer Document or, in the case of an application by way of an
Application Form, which is illegible, incomplete, incorrectly completed or which is
accompanied by an improperly drawn remittance or improper form of remittance or
remittances which are not honoured upon the first presentation.

10. Our Company further reserves the right to treat as valid any applications not completed or
submitted or effected in all respects in accordance with the instructions set out in the
Application Forms or the terms and conditions of this Offer Document, and also to present
for payment or other processes all remittances at any time after receipt and to have full
access to all information relating to, or deriving from, such remittances or the processing
thereof.
11.

Our Company reserves the right to reject or to accept, in whole or in part, or to scale down or to
ballot any application, without assigning any reason therefor, and no enquiry and/or
correspondence on the decision of our Company will be entertained. In deciding the basis of
allotment and/or allocation which shall be at the discretion of our Company, due consideration will
be given to the desirability of allotting the Placement Shares to a reasonable number of applicants
with a view to establishing an adequate market for the Shares.

12. Share certificates will be registered in the name of CDP or its nominee and will be forwarded only
to CDP. It is expected that CDP will send to you, at your own risk, within 15 Market Days after the
close of the Application List, a statement of account stating that your Securities Account has been
credited with the number of Placement Shares allotted to you, if your application is successful.
This will be the only acknowledgement of application monies received and is not an
acknowledgement by our Company. You irrevocably authorise CDP to complete and sign on your
behalf, as renouncee, any documents required for the issue of the Placement Shares allotted to
you.
13. In the event that our Company lodges a supplementary or replacement Offer Document
(“Relevant Document”) pursuant to the SFA or any applicable legislation in force from time to
time prior to the close of the Placement, and the Placement Shares have not been issued, we will
(as required by law), at our Company’s sole and absolute discretion and subject to the SFA, either
(i)

within 7 days of the lodgement of the Relevant Document give you a copy of the Relevant
Document and provide you with an option to withdraw; or
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(ii)

deem your application as withdrawn and cancelled and refund your application monies
(without interest or any share of revenue or other benefit arising therefrom) to you within 7
days from the lodgement of the Relevant Document.
Where you have notified us within 14 days from the date of lodgement of the Relevant
Document of your wish to exercise your option under paragraph 13(i) and (ii) above to
withdraw your application, we shall pay to you all monies paid by you on account of your
application for the Placement Shares without interest or any share or revenue or other
benefit arising therefrom and at your own risk, within 7 days from the receipt of such
notification.
In the event that at any time at the time of the lodgement of the Relevant Document, the
Placement Shares have already been issued but trading has not commenced, we will (as
required by law), and subject to the SFA, either:

(iii)

within 7 days from the lodgement of the Relevant Document give you a copy of the Relevant
Document and provide you with an option to return the Placement Shares; or

(iv) deem the issue as void and refund your payment for the Placement Shares (without interest
or any share of revenue or other benefit arising therefrom) to you within 7 days from the
lodgement of the Relevant Document.
Any applicant who wishes to exercise his option under paragraph 13(iii) above to return the
Placement Shares issued sold to him shall, within 14 days from the date of lodgement of the
Relevant Document, notify us of this and return all documents, if any, purporting to be evidence
of title of those Placement Shares, whereupon we shall, subject to the SFA, within 7 days from the
receipt of such notification and documents, pay to him all monies paid by him for the Placement
Shares without interest or any share of revenue or other benefit arising therefrom and at his own
risk, and the Placement Shares issued to him shall be void.
Additional terms and instructions applicable upon the lodgement of the supplementary or
replacement Offer Document, including instructions on how you can exercise the option to
withdraw, may be found in such supplementary or replacement Offer Document.
14. You irrevocably authorise CDP to disclose the outcome of your application, including the number
of Placement Shares allotted to you pursuant to your application, to us, the Sponsor, the
Placement Agent and, any other parties so authorised by the foregoing persons.
15. Any reference to “you” or the “applicant” in this section shall include a person applying for the
Placement Shares through the Placement Agent or its designated sub-placement agent.
16. By completing and delivering an Application Form in accordance with the provisions of this Offer
Document, you:
(i)

irrevocably offer, agree and undertake to subscribe for the number of Placement Shares
specified in your application (or such smaller number for which the application is accepted)
at the Placement Price for each Placement Share and agree that you will accept such
Placement Shares as may be allotted to you, in each case on the terms of, and subject to
the conditions set out in this Offer Document and the Memorandum and Articles of
Association of our Company for application;
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(ii)

agree that the aggregate Placement Price for the Placement Shares applied for is due and
payable to the Company upon application;

(iii)

warrant the truth and accuracy of the information contained, and representations and
declarations made, in your application, and acknowledge and agree that such information,
representations and declarations will be relied on by our Company in determining whether
to accept your application and/or whether to allot any Placement Shares to you; and

(iv) agree and warrant that, if the laws of any jurisdictions outside Singapore are applicable to
your application, you have complied with all such laws and none of our Company, the
Sponsor and/or the Placement Agent will infringe any such laws as a result of the
acceptance of your application.
17. Our acceptance of applications will be conditional upon, inter alia, our Company being satisfied
that:
(i)

permission has been granted by the SGX-ST to deal in and for quotation for all our existing
Shares and the Placement Shares on a “when-issued” basis on Catalist;

(ii)

the Management Agreement and the Placement Agreement referred to in the section entitled
“General and Statutory Information — Management and Placement Arrangements” of this
Offer Document have become unconditional and have not been terminated or cancelled
prior to such date as our Company may determine; and

(iii)

the SGX-ST, acting as an agent on behalf of the Authority, has not served a stop order (“Stop
Order”) which directs that no or no further shares to which this Offer Document relates be
allotted.

18. In the event that a Stop Order in respect of the Placement Shares is served by the SGX-ST, acting
as an agent on behalf of the Authority or other competent authority, and
(i)

in the case where the Placement Shares have not been issued, we will (as required by law),
and subject to the SFA, deem all applications withdrawn and cancelled and our Company
shall refund (at your own risk) all monies paid on account of your application for the
Placement Shares (without interest or any share of revenue or other benefit arising
therefrom) to you within 14 days of the date of the Stop Order; or

(ii)

in the case where the Placement Shares have already been issued and /or allocated but
trading has not commenced, the issue and /or allocation of the Placement Shares will (as
required by law) be deemed void; and our Company shall refund the application monies
(without interest or any share of revenue or other benefit arising therefrom) to you within 14
days from the date of the Stop Order.

This shall not apply where only an interim Stop Order has been served.
19. In the event that an interim Stop Order in respect of the Placement Shares is served by the
SGX-ST, acting as an agent on behalf of the Authority or other competent authority, no Placement
Shares shall be issued during the time when the interim Stop Order is in force.
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20. The Authority or the SGX-ST (acting on behalf of the Authority) is not able to serve a Stop Order
in respect of the Placement Shares if the Placement Shares have been issued and listed for
quotation on a securities exchange and trading in the Placement Shares has commenced.
21. In the event of any changes in the closure of the Application List or the time period during which
the Placement is open, we will publicly announce the same through a SGXNET announcement to
be posted on the Internet at the SGX-ST website http://www.sgx.com and through a paid
advertisement in a generally circulating daily press.
22. We will not hold any application in reserve.
23. We will not allot Shares on the basis of this Offer Document later than six months after the date
of registration of this Offer Document by the SGX-ST.
24. Additional terms and conditions for applications by way of Application Forms are set out in
Appendix F of this Offer Document.
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ADDITIONAL TERMS AND CONDITIONS FOR APPLICATIONS USING APPLICATION FORMS
Applications by way of an Application Form shall be made on, and subject to, the terms and conditions
of this Offer Document including but not limited to the terms and conditions appearing below as well as
the Memorandum and Articles of Association of our Company.
1.

Your application for the Placement Shares must be made using the Application Forms for
Placement Shares, accompanying and forming part of this Offer Document.
We draw your attention to the detailed instructions contained in the Application Forms and this
Offer Document for the completion of the Application Forms which must be carefully followed. Our
Company reserves the right to reject applications which do not conform strictly to the
instructions set out in the Application Forms and this Offer Document or to the terms and
conditions of this Offer Document or which are illegible, incomplete, incorrectly completed
or which are accompanied by improperly drawn remittances or improper form of
remittances.

2.

Your Application Forms must be completed in English. Please type or write clearly in ink using
BLOCK LETTERS.

3.

All spaces in the Application Forms, except those under the heading “FOR OFFICIAL USE
ONLY”, must be completed and the words “NOT APPLICABLE” or “N.A.” should be written in any
space that is not applicable.

4.

Individuals, corporations, approved nominee companies and trustees must give their names in
full. If you are an individual, you must make your application using your full names as it appears
in your identity cards (if you have such identification document) or in your passports and, in the
case of a corporation, in your full name as registered with a competent authority. If you are a
non-individual, you must complete the Application Form under the hand of an official who must
state the name and capacity in which he signs the Application Form. If you are a corporation
completing the Application Form, you are required to affix your Common Seal (if any) in
accordance with your Memorandum and Articles of Association or equivalent constitutive
documents of the corporation. If you are a corporate applicant and your application is successful,
a copy of your Memorandum and Articles of Association or equivalent constitutive documents
must be lodged with our Company’s Share Registrar. Our Company reserves the right to require
you to produce documentary proof of identification for verification purposes.

5.

(a)

You must complete Sections A and B and sign on page 1 of the Application Form.

(b)

You are required to delete either paragraph 7(a) or 7(b) on page 1 of the Application Form.
Where paragraph 7(a) is deleted, you must also complete Section C of the Application Form
with particulars of the beneficial owner(s).

(c)

If you fail to make the required declaration in paragraph 7(a) or 7(b), as the case may be,
on page 1 of the Application Form, your application is liable to be rejected.

6.

You (whether you are an individual or corporate applicant, whether incorporated or
unincorporated and wherever incorporated or constituted) will be required to declare whether you
are a citizen or permanent resident of Singapore or a corporation in which citizens or permanent
residents of Singapore or any body corporate constituted under any statute of Singapore having
an interest in the aggregate of more than 50 per cent. of the issued share capital of or interests
in such corporations. If you are an approved nominee company, you are required to declare
whether the beneficial owner of the Shares is a citizen or permanent resident of Singapore or a
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corporation, whether incorporated or unincorporated and wherever incorporated or constituted, in
which citizens or permanent residents of Singapore or any body corporate whether incorporated
or unincorporated and wherever incorporated or constituted under any statute of Singapore have
an interest in the aggregate of more than 50 per cent. of the issued share capital of or interests
in such corporation.
7.

Your application must be accompanied by a remittance in Singapore currency for the full amount
payable, in respect of the number of Placement Shares applied for, in the form of a BANKER’S
DRAFT or CASHIER’S ORDER drawn on a bank in Singapore, made out in favour of
“STARLAND HOLDINGS SHARE ISSUE ACCOUNT” crossed “A/C PAYEE ONLY”, with your
name, CDP Securities Account Number and address written clearly on the reverse side.
Applications not accompanied by any payment or accompanied by ANY OTHER FORM OF
PAYMENT WILL NOT BE ACCEPTED. We will reject remittances bearing “NOT
TRANSFERABLE” or “NON TRANSFERABLE” crossings. No acknowledgement or receipt will
be issued by our Company or the Sponsor for applications and application monies received.

8.

You must affix adequate postage (if despatching by ordinary post) and thereafter the sealed
envelope must be DESPATCHED BY ORDINARY POST OR DELIVERED BY HAND at your
own risk to Starland Holdings Limited c/o Tricor Barbinder Share Registration Services, 80
Robinson Road, #02-00, Singapore 068898 to arrive by 12.00 noon on 25 April 2012 or such
other time as we may, in consultation with the Manager, Sponsor and the Placement Agent,
decide. Local Urgent Mail or Registered Post must NOT be used. ONLY ONE APPLICATION
should be enclosed in each envelope. No acknowledgment or receipt will be issued for any
application or remittance received.

9.

Where your application is rejected or accepted in part only, the full amount or the balance of the
application monies, as the case may be, will be refunded (without interest or any share of revenue
or other benefit arising therefrom) to you by ordinary post at your own risk within 14 Market Days
after the close of the Application List, provided that the remittance accompanying such application
which has been presented for payment or other processes has been honoured and application
monies have been received in the designated share issue account. In the event that the
Placement is cancelled by us following the termination of the Management Agreement and/or the
Placement Agreement or the Placement does not proceed for any reason, the application monies
received will be refunded (without interest or any share of revenue or any other benefit arising
therefrom) to you by ordinary post or telegraphic transfer at your own risk within 5 Market Days
of the termination of the Placement. In the event that the Placement is cancelled by us following
the issuance of a Stop Order by the SGX-ST, acting as an agent on behalf of the Authority, the
application monies received will be refunded (without interest or any share of revenue or other
benefit arising therefrom) to you by ordinary post or telegraphic transfer at your own risk within 14
Market Days from the date of the Stop Order.

10. Capitalised terms used in the Application Forms and defined in this Offer Document shall bear the
meanings assigned to them in this Offer Document.
11.

You irrevocably agree and acknowledge that your application is subject to risks of fires, acts of
God and other events beyond the control of our Company, our Directors, the Sponsor, the
Placement Agent and/or any other party involved in the Placement, and if, in any such event, our
Company and/or the Sponsor does not receive your Application Form, you shall have no claim
whatsoever against our Company, the Sponsor, the Placement Agent and/or any other party
involved in the Placement for the Placement Shares applied for or for any compensation, loss or
damage.
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12. By completing and delivering the Application Form, you agree that:
(i)

in consideration of our Company having distributed the Application Form to you and
agreeing to close the Application List at 12.00 noon on 25 April 2012 or such other time or
date as our Directors may, in consultation with the Manager, Sponsor and Placement Agent,
decide and by completing and delivering the Application Form, you agree that:
(a)

your application is irrevocable; and

(b)

your remittance will be honoured on first presentation and that any application monies
returnable may be held pending clearance of your payment without interest or any
share of revenue or other benefit arising therefrom;

(ii)

neither our Company, the Sponsor, the Placement Agent nor any other party involved in the
Placement shall be liable for any delays, failures or inaccuracies in the recording, storage or
in the transmission or delivery of data relating to your application to us or CDP due to
breakdowns or failure of transmission, delivery or communication facilities or any risks
referred to in paragraph 10 above or to any cause beyond their respective controls;

(iii)

all applications, acceptances and contracts resulting therefrom under the Placement shall be
governed by and construed in accordance with the laws of Singapore and that you
irrevocably submit to the non-exclusive jurisdiction of the Singapore courts;

(iv) in respect of the Placement Shares for which your application has been received and not
rejected, acceptance of your application shall be constituted by written notification and not
otherwise, notwithstanding any remittance being presented for payment by or on behalf of
our Company;
(v)

you will not be entitled to exercise any remedy of rescission for misrepresentation at any
time after acceptance of your application;

(vi) in making your application, reliance is placed solely on the information contained in this Offer
Document and that none of our Company, the Manager, Sponsor and Placement Agent or
other authorised operators involved in the Placement shall have any liability for any
information not so contained;
(vii) you consent to the disclosure of your name, NRIC/passport number, address, nationality,
permanent resident status, CDP Securities Account number, and share application amount
to our Share Registrar, CDP, SCCS, SGX-ST, our Company, the Manager, Sponsor and the
Placement Agent or other authorised operators; and
(viii) you irrevocably agree and undertake to subscribe for the number of Placement Shares
applied for as stated in the Application Form or any smaller number of such Placement
Shares that may be allotted to you in respect of your application. In the event that our
Company decides to allot any smaller number of Placement Shares or not to allot any
Placement Shares to you, you agree to accept such decision as final.

F-8

This page has been intentionally left blank.

This page has been intentionally left blank.

STARLAND HOLDINGS LIMITED

OFFER DOCUMENT DATED 19 APRIL 2012
(Registered by the Singapore Exchange Securities Trading Limited
(the “Exchange” or the “SGX-ST”) acting as agent on behalf of the
Monetary Authority of Singapore (the “Authority”) on 19 April 2012

CORPORATE PROFILE

STARLAND HOLDINGS LIMITED
(Incorporated in Singapore on 20 October 2011)
(Company Registration No: 201131382E)

Area: 82,400 sq km
Population (2010): 28.8m
Total GDP: RMB789b
GDP per capita: RMB27,596

CHONGQING

This document is important. If you are in any doubt as to the action you should take,
you should consult your legal, ﬁnancial, tax or other professional adviser(s).

Placement of 22,200,000 Placement Shares at S$0.22 for each Placement
Share, payable in full on application
PrimePartners Corporate Finance Pte. Ltd. (the “Sponsor”) has made an
application to the SGX-ST for permission to deal in, and for quotation of, all
our existing issued ordinary shares (the “Shares”) in the capital of Starland
Holdings Limited (the “Company”), the new Shares which are the subject of
this Placement (the “Placement Shares”), the new Shares to be issued to
PrimePartners Corporate Finance Pte. Ltd. (the “PPCF Shares”) pursuant to
the Management Agreement (as deﬁned herein), and the new Shares which
may be issued pursuant to the Starland Performance Share Plan (the “Award
Shares”) to be listed for quotation on Catalist. The Sponsor has submitted this
Offer Document to the SGX-ST. Acceptance of applications will be conditional
upon, inter alia, issue of the Placement Shares and permission being granted
by the SGX-ST for the listing and quotation of all our existing issued Shares, the
Placement Shares, the PPCF Shares and the Award Shares on Catalist. Monies
paid in respect of any application accepted will be returned if the admission
and listing do not proceed or for any other reason. The dealing in and quotation
of the Shares will be in Singapore dollars.

STARLAND HOLDINGS LIMITED
101 Thomson Road
#15-04 United Square
Singapore 307591

Companies listed on Catalist may carry higher investment risk when compared
with larger or more established companies listed on the Main Board of the
SGX-ST. In particular, companies may list on Catalist without a track record of
proﬁtability and there is no assurance that there will be a liquid market in the
shares or units of shares traded on Catalist. You should be aware of the risks of
investing in such companies and should make the decision to invest only after
careful consideration and, if appropriate, consultation with your professional
adviser(s).
This offer is made in or accompanied by an Offer Document (the “Offer
Document”) that has been registered by the SGX-ST acting as agent
on behalf of the Authority.
Neither the Authority nor the SGX-ST has examined or approved the contents
of this Offer Document. Neither the Authority nor the SGXST assumes any
responsibility for the contents of this Offer Document, including the correctness
of any of the statements or opinions made or reports contained in this Offer
Document. The SGX-ST does not normally review the application for admission
but relies on the Sponsor conﬁrming that the Company is suitable to be listed
and complies with the Catalist Rules (as deﬁned herein). Neither the Authority nor
the SGX-ST has in any way considered the merits of the Shares or units of Shares
being offered for investment. The registration of this Offer Document by the SGX-ST
on behalf of the Authority does not imply that the Securities and Futures Act (Chapter
289) of Singapore, or any other legal or regulatory requirements, or requirements under
the SGX-ST’s listing rules, have been complied with.
We have not lodged or registered this Offer Document in any other jurisdiction.
Investing in our Shares involves risks which are described in the section entitled “RISK
FACTORS” of this Offer Document.
After the expiration of six (6) months from the date of registration of this Offer Document,
no person shall make an offer of securities, or allot, issue or sell any securities, on the
basis of this Offer Document; and no ofﬁcer or equivalent person or promoter of the
Company will authorise or permit the offer of any securities or the allotment, issue or
sale of any securities, on the basis of this Offer Document.

CHINA
CHONGQING

Starland Holdings Limited (“Starland”) is a Singaporean owned and
managed property developer for quality integrated residential and
commercial properties in the PRC. With established expertise in key aspects
of property development and management, we operate a vertically integrated business model
from site selection, land acquisition, project conceptualisation, construction, sale, completion and
after-sale services. We intend to build a strong presence and brand name for quality integrated
residential and commercial properties projects in Chongqing and other second and third tier PRC
cities, focusing on large scale, mid to high end and multi-phased projects.
CHONGQING
Chongqing is one of the PRC’s fastest growing economies
with signiﬁcant increases in GDP, per capita disposable
income and foreign direct investments. The total population
of Chongqing is expected to grow to approximately 32.5
million by 2020 with an urbanisation rate of 70%. With
approximately 750,000 new residents annually, there is a
enormous need for shelter, which is the fundamental driver
for Chongqing’s property market.
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FULING
Fuling is located to the east of Chongqing, at the meeting
point of Yangtze and Wu Rivers. Fuling District’s real GDP
growth rate between 2005 to 2010 is more than 14% from
2005-2010, with a GDP output of RMB43.4 billion in 2010.
In the third quarter of 2011, real GDP growth rate reached

21.1% which is higher than the national growth rate of
9.4%. Over the last 5 years, per capita disposable income
of Fuling has also increased from RMB9,424 in 2005 to
RMB16,844 in 2010.
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PRIMEPARTNERS CORPORATE FINANCE PTE. LTD.
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41,411

Manager, Sponsor and Placement Agent

(Company Registration No.: 200207389D)
(Incorporated in the Republic of Singapore)
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Chongqing has been one of the most important economic
center and transportation hubs and major economic driver
in western China, and furthermore, the PRC government
aims to build Chongqing into a ﬁnancial center along the
upper stream of the Yangtze River. Residential prices
in the suburbs are expected to increase following the
government’s key planned infrastructure development in
the next decade and in accordance of the Chongqing
Urban and Rural Master Plan (2007-2020).
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