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THIS AGREEMENT 1s made the L day of September 2008.

BETWEEN

M

PRIME MEGA INTERNATIONAL LIMITED a company incorporated and registered
in the British Virgin Islands with company number 1482319 whose registered office 1s at
2™ Floor, Abbott Butlding, Road Town, Tortola, British Virgin Islands (the "Seller"),

@ THE SEVERAL PERSONS whose names and addresses are set out in Schedule 1 (the
"Warrantors") which expression shall, unless the context does not so permit, include
such persons' successors In title,

3) MR RAY ANG of 383 Joo Chiat Place, Singapore 428034 ("Mr Ang"),

@ MR WANG YAN TING of 779 Xiguan Juwei, Lanshan District, Liny1 City, Shandong
Province, PRC ("Mr Wang"), and

(5) NINETY PLC a company incorporated and registered in England and Wales with
company number 06280431 whose registered office 1s at 17 Hanover Square, London
W1S 1HU ("the Buyer")

WHEREAS

(A)  The Seller has agreed to sell and the Buyer has agreed to purchase and pay for all of the

issued and allotted share capital of the Company on the terms and conditions and on the
basis and 1n reliance upon the representations warranties undertakings and indemnities
herenafter mentioned

IT IS HEREBY AGREED as follows

1

11

Defintions

In this agreement and in the recitals and Schedules the following words and expressions
shall unless the context otherwise requires have the meaning respectively given to them
below

"Accounts” means the audited financial statements of the
Company and the audited consolidated financial
statements of the Group for the accounting
reference period which ended on the Accounts
Date which financial statements comprise a
balance sheet profit and loss account notes
auditors’ and directors’ reports and a copy of
which has for the purposes of 1dentification only
been signed by the Seller's Solicitors and
delivered to the Buyer or the Buyer’s Solicitors

"Accounts Date" means 30 June 2008

"Acquisition” means the sale and purchase of the Sale Share
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“Act"

"Admission”

"Admission Document”

"Agreed Form"

"A]M"

"AIM Rules"

"Albany"

"Albany Convertible Loan"

"Associated Company"

" Auditors"
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as contemplated by this agreement

means the Companies Act 1985 and insofar as
appiicable the Companies Act 2006

means the admission to trading of the existing
1ssued Ordinary Shares and the Consideration
Shares on AIM as evidenced by posting the
Notice

means the document comprising an admission
document proposed to be 1ssued by the Buyer in
accordance with the requirements of the AIM
Rules and sent to shareholders of the Buyer 1n
which will be printed a notice convening a
general meeting of the Buyer

in relation to any document means the draft of
the document i an agreed form which for the
purpose of 1dentification has been signed by or
on behalf of the parties hereto

means the AIM Market of the London Stock
Exchange

means the AIM Rules for Companies and the
AIM Rules for Nominated Advisers 1ssued by
the London Stock Exchange from time to time
governing admission to and the operation of
AIM

means Albany Capital Plc, a company
incorporated 1n England and Wales with
registered number 3995223 whose registered
office 1s at 17 Hanover Square, London WIS
1HU

means the convertible loan obtained by the
Buyer from Albany pursuant to a convertible
loan agreement dated on 28 July 2008 whereby
Albany has agreed to provide to the Company a
loan of £2,000,000 for its start-up and working
capital requirements

means an undertaking in which the Company
has or had at any time a participating interest (as
defined 1n Part 15 of the Act) which 15 not or
was not at that time a subsidiary

means the auditors from time to time of the




"Broker"

"Business Day"

"Business Information”

"Buyer Chairman"

"Buyer Claim"

"Buyer Financial Statements"

"Buyer Matenal Adverse
Effect"

"Buyer's PRC Solicitors”

"Buyer’s Solicitors"”

"Buyer Warranties"”
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Buyer and 1ts subsidiaries

means the broker from time to time appointed
by the Buyer 1n accordance with the AIM Rules

means a day on which banks are open
London (excluding Saturday, Sunday and public
holidays)

means all information Know how and records
which i1s confidential or otherwise not in the
public domain in whatever form held) including
(without limitation) all Marketing Information,
formulas, designs, specifications, drawings,
data, manuals, and nstructions and all customer
lists, sales information, business plans and
forecasts, and all technical and other expertise
and all computer software and all accounting
and tax records correspondence orders and
enquiries

means John McLean or such other person
appointed as Chairman of the Buyer from time
to time

means any claim by the Seller for breach of any
Buyer Warranty

means the unaudited financial statements of the
Buyer for the period from 15 June 2007 to 29
February 2008

means any material adverse change in or effect
on or event or circumstance which could
reasonably be expected to result in a matenal
adverse change or effect (being where capable
of financial quantification a change in excess of
£15,000) on (1) the financial condition,
prospects, liabilities or assets of the Buyer or
(1) the Buyer's ability to consummate the
transactions contemplated by this agreement

means Jingtian & Gongcheng of Room 3505,
1010 Huaihar Road, Shanghai, 200031

means Stephenson Harwood, Singapore, |
Raffles Place, #49-00 OUB Centre, Singapore
048616

means the warranties and undertakings which




"Capital Undertaking”

l|C0de"

"Companies Acts"

"Company"

"Completion"

"Completion Letter”

"Conditions”

"Connected Person”

"Consideration”

"Consideration Shares"
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are set out 1n Part 2 of Schedule 3

means the undertaking i the Agreed Form from
the Company and the Subsidiary that the Group
shall not raise any additional capital finance for
the Group for a minimum period of 12 months
from Completion

means the City Code on Takeovers and Mergers

means, in relation to  any company the
legislation (including (but not limited to) the
Act, the Companies Consolidation
(Consequential Provisions) Act 1985, the
Companies Act 1989 and Part V of the Criminal
Justice Act 1993) dealing with all and any
aspects of the law relating to corporations or
other entities 1n the jurisdiction in which such
company was incorporated or otherwise formed
and (if different) the junsdiction in which 1t 1s
registered as at the date of this agreement
including (but not limited to) the law relating to
shares, equity interests, directors, accounts,
dividends, and dealings in shares and equity
mterests

Honour Field Intermational Ltd, a company
registered in the British Virgin Islands, full
details of which are set out 1n Part | of Schedule
2

means completion of the sale and purchase of
the Sale Share under this agreement

means the written confirmation letter in the
Agreed Form executed by the Seller confirming
inter alia that all of its obligations under this
agreement have been complied with

means the conditions to this agreement set out
in Clause 2 4 and "Condstion" means any one of
them

shall have the meaning given to that expression
n Section 839 of the Taxes Act

means the consideration for the sale and
purchase of the Sale Share specified 1n Clause 3

means the 20,160,000 Ordinary Shares to be




"CREST"

"Due Diligence Report”

"Employees"

"Entarged Group"

"Encumbrance"

"Environmental Law"

"Environmental Licence"

"Environmental Matters"
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allotted to the Seller pursuant to Clause 4

means a paperless settlement procedure in the
UK enabling securittes to be evidenced
otherwise than by a certificate and transferred
otherwise than by written instrument or stock
transfer form and 1n respect of which Euroclear
1s the operator

means the due diligence report dated

September 2008 prepared by the Buyer's
PRC Solicitors on the Subsidiary attached as
Appendix A and addressed, inter alia, to the
Buyer

means any person employed by the Company
and/or the Subsidiary as at the date of this
agreement

means the Buyer and the Group

means any mortgage, charge, pledge, len,
option, restriction, right of first refusal, nght of
pre-emption, claim, right, interest or preference
granted to any third party, or any other
encumbrance or security interest of any kind (or
an agreement or commitment to create any of
the same)

means all applicable regulations and directives,
statutes, subordinate legisiation, common law
and other national, federal, state and local laws
which relate to Environmental Matters

means any permit, licence, authorisation,
consent or other approval required by any
Environmental Law

means (1) the manufacturing, processing,
treatment, keeping, handling, use (including as a
building matenal), possession, supply, receipt,
sale, purchase, import, export or transportation
of Hazardous Materials or Waste; (i1) the
disposal, release, spillage, deposit, escape,
discharge, leak, emission or presence of
Hazardous Materials or Waste; (1u) the creation
of any noise, vibration, radiation, common law
or statutory nuisance, or adverse impact on the
environment, and (1v} the maintenance of
human health and safety




"Escrow Completion”

"Euroclear”

"Executive Commuttee"

"Groupll

*Group Company™

"Hazardous Material"

"Hermes Capital”

"Hermes Convertible Loan"

"IFRS"

"Key Employees"

"Know-how"
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means the performance of the provisions of
Clauses 4 1 to 4 4 1n anticipation of Admission
taking place

means Euroclear UK & Ireland Limited, a
company incorporated in England and Wales
with registered number 02878738

means Ray Ang, Wang Yan Ting and Shao
Ming Ming

means the Company and the Subsidiary details
of which are set out in Part 2 of Schedule 2

means any or all of the Company and/or the
Subsidhary as the context may require

means any substance which alone or 1n
combination with others 15 capable of causing
harm to human health or to the environment or
to any living organism supported by the
environment

means Hermes Capital Limited a company
incorporated in Hong Kong with registered
number 1153568 whose registered address 1s at
3/F Oriental Crystal Commerce Building, 46
Lyndhurst Terrace, Central, Hong Kong

means the convertible loan obtained by the
Buyer from Hermes Capital pursuant to a
convertible loan agreement dated 28 July 2008
whereby Hermes Capital has agreed to provide
to the Company a loan of £1,000,000 for its
start-up and working capital requirements

means International Financial Reporting
Standards

means Shao Ming Ming, Le Kai Rong, Mao Qi
Feng and Zhang Zeng Yuan

means all information (including that comprised
in or derived from formulae, designs,
specifications, drawings, component lists,
manuals, instructions and catalogues) 1n
whatever form held relating to (1) the
production of goods or the provision of
services, or {(u) the design, selection,
procurement, construction, installation or use of
any plant, machinery or other equipment or




"Letters of Appointment”

"London Stock Exchange”

"Longstop Date"

"Marketing Information”

"Nominated Adviser"

"Notice"

"Ordinary Shares"
"Outstanding  Consideration
Shares"

llPRCII

"Profit Target"

"Property"” or "Properties”

"Proposals"
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process, or (1n) tooling design, or (1v) the repair,
service or rectification of products or plant, or
(v) the supply, storage, assembly or packing of
raw  materials, components or partly
manufactured or finished products, or {(vi)
quality control, testing or certification

means the letters of appointment in the Agreed
Form to be entered into at Completion by the
Buyer and each of Ray Ang, Wang Yan Ting
and Susan Chong

means London Stock Exchange plc

means 31 October 2008 (or such later date as
the parties may agree in writing)

means all information relating to the marketing
of any products or services (including customer
names and lists, sale targets, sales statistics,
market share statistics, marketing surveys and
report, marketing research and any advertising
or other promotional materials)

means the nominated adviser for the time being
appointed by the Buyer in accordance with the
AIM Rules

means the formal notice given by the London
Stock Exchange plc and posted under Rule 6 of
the AIM Rules for Companies confirming
Admission in respect of the Ordinary Shares

means all of the ordinary shares of 6p each in
the capital of the Buyer

has the meaning given to it in Clause 8 1

means the People’s Republic of China

means a mimimum audited net profit after tax of
RMB 60 mulhon (being approximately £4.34
mullion)

means the properties brief details of which are
set out 1n Schedule 6

means the Acqusition, Admission and
associated ancillary matters




"Resolutions"

"RMB"

"Sale Shares"

"Seller Claim"

"Seller Matenal Adverse
Effect"

"Seller's Representative”

"Seller's Solicitors"

"Seller Tax Covenants"”

"Seller Warranties”
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means the resolutions necessary to implement
the Acquisihon under the AIM Rules or the
Code together with resolutions to, inter ala,
increase the authorised share capital of the
Buyer and to change the name of the Buyer in
the Agreed Form to be proposed at a general
meeting of the Buyer

means Renminbi, beng the lawful currency of
the PRC

means the one (1) ordmnary share of US$1 00
each in the share capital of the Company
registered in the name of the Seller, representing
the entire 1ssued share capital of the Company,
which are to be bought and sold pursuant to
Clause 2

means any claim by the Buyer for breach of any
Seller Warranty

means any material adverse change 1n or effect
on or event or circumstance which could
reasonably be expected to result in a matenal
adverse change or effect (being where capable
of financial quantification a change n excess of
£15,000) on (1) the operations, supplier,
customer or employee relations, financial
condition, prospects, results of operations,
habilities or assets of the Company or (1) the
Seller's ability to consummate the transactions
contemplated by this agreement

means the person appointed by the Seller to act
as 1ts representative for the purposes of Clause
167

means Watson, Farley & Williams LLP of 16
Collyer Quay, #12-02 Hitach1 Tower, Singapore
049318

means those covenants given by the Warrantors
in favour of the Buyer in the form set out in part
2 of Schedule 5

means the warranties and undertakings which
are set out in Part 1 of Schedule 3 and in Part 3
of Schedule 5 including those deemed to be
repeated under Clause 5 5




"Service Agreements means the service agreements in the Agreed
Form to be entered into at Completion by (a) the
Company and each of Ray Ang and Susan
Chong and (b) the Subsidiary and Wang Yan

Ting

"Subsidiary" means Liny1 Van Science and Technique Co
Ltd details of which are set out in Part 2 of
Schedule 2 together with where the context so
admits from time to time any other subsidiary
(as defined by section 1159 Companies Act
2006) or a subsidiary undertaking (as defined by
section 1162 Companies Act 2006)

"Takeover" means that either (a) a bona fide offer 1s made to
acquire the whole of the i1ssued ordinary share
capital of the Buyer or the part thereof which 1s
not already owned by the offeror, its
subsidiaries or affiliates or any persons acting in
concert with any of them and such offer has
become or 15 declared unconditional, or {b) a
scheme or arrangement shall become effective
whereby more than 50 per cent, of the issued
ordinary share capital of the Buyer shall become
vested 1n another person, its subsidianies or
affiliates or any persons acting 1n concert with

any of them

"Taxes Act" means the Income and Corporation Taxes Act
1988

"Waste" means any waste, including any by-product of

an ndustrial process and anything which 1s
discarded disposed of, spoiled, abandoned,
unwanted or surplus irrespective of whether it 1s
incapable of being recovered or recycled or has

any value
"Working Capital means the confirmation in the Agreed Form
Confirmation” from the Company that it will have sufficient

working capital for a minimum period of 12
months following Completion

12 In this agreement, words and phrases the defimtion of which 1s contained or referred to in
the Companies Acts shall be construed as having the meaning thereby attributed to them

13 In this agreement, references to statutory provisions shall be construed as references to
those provisions as respectively amended or re-enacted or as their application 1s modified
by other provisions (whether before or after the date hereof but if after the date hereof,
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14

15

16

17

18

19

110

111

21

22

not so as to increase hability hereunder) from time to time and shall include any
provisions of which they are re-enactments whether with or without modification

In this agreement, the masculine gender shall include the feminine and the singular
number shall include the plural and vice versa.

In this agreement, references to a "company” shall be construed so as to include any
company, corporation or other body corporate, wherever and however incorporated or
established, and references to a "person" shall be construed so as to include any
individual, firm, company, government, state or agency of a state, or any jont venture,
association or partnership (whether or not having separate legal personality) and whether
now existing or formed after the date of this agreement

In this agreement, the headings are inserted for convenience only and shall not affect the
construction of this document,

In this agreement, the expressions "the Seller" and "the Warrantors” shall, where
applicable, include their respective personal representatives

In this agreement, unless otherwise stated references to a clause or a Schedule are
references to a clause or a Schedule of this agreement and references to this agreement
shall include the Schedules.

In this agreement, references to "indemmfy" and "indemnifying" any person against any
circumstance include indemmifying and keeping him harmless from all actions, claims
and proceedings from time to time made against that person and all loss or damage and all
payments, costs or expenses made or incurred by that person as a consequence of or
which would not have arisen but for that circumstance

Unless otherwise expressly stated all duties, obligations or hiabilittes of the Warrantors
and any other person under this agreement where such duties, obligations or habilities are
expressed to be of more than one person are deemed to be given jointly and severally

In this agreement, references to any English legal term for any action, remedy, method of
financial proceeding, legal document, legal status, Court, official or any legal concept or
thing shall 1n respect of any jurisdiction other than England be deemed to include what
most nearly approximates in that jurisdiction to the English legal term

Sale of Shares

The Seller shall sell or procure to be sold with full title guarantee and the Buyer shall
purchase the Sale Share free from all Encumbrances and together with all rights attached
or accruing thereto and together with all dividends and distributions declared paid or
made on or after the date of this agreement

The Seller hereby waives any rights which 1t may have under the articles of association
(or equivalent constitutional documents) of the Company or otherwise to have the Sale
Share offered to it for purchase prior to the transfer of the Sale Share pursuant to the
provisions hereof
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23 The terms of this agreement shall be conditional upon (and accordingly, beneficial
ownership in the Sale Share will not pass until) satisfaction of the Conditions or their
waiver on or before the Longstop Date These Conditions are

23.1

232

233

234

2335

236

237

238

239

2310

2311

2312

the Panel on Takeovers and Mergers having agreed that the allotment to the Seller
of the Consideration Shares will not give rise to an obligation on its part to make
an offer for the Ordinary Shares not already owned by the Seller pursuant to Rule
9 of the Code (or, to the extent that it does give nse to such obhigation, having
watved such requirement},

the passing without amendment of the Resolutions,
Admission,

the Seller having performed and satisfied in all respects all agreements,
covenants, obligations and conditions required by this agreement to be performed
or complied with by 1t at or prior to Completion, except where the failure to
perform or satisfy the foregoing has not had and would not reasonably be
expected to have a Seller Material Adverse Effect;

the Buyer having performed and satisfied in all respects all agreements,
covenants, obligations and conditions required by this agreement to be performed
or complied with by 1t or them at or prior to Completion, except where the failure
to perform or satisfy the foregoing has not had and would not reasonably be
expected to have a Buyer Material Adverse Effect,

no change or event that has had or would reasonably be expected to have,
individually or in the aggregate with other changes or events, a Seller Matenal
Adverse Effect having occurred since the date of this agreement,

no change or event that has had or would reasonably be expected to have,
individually or 1n the aggregate with other changes or events, a Buyer Material
Adverse Effect having occurred since the date of this agreement,

the Seller having tendered to the Buyer, immediately following the execution of
this agreement all the deliveries referred to in this Clause 2;

the Buyer having tendered to the Seller, immediately following the execution of
this agreement all the deliveries (1f any) referred to in this Clause 2,

the Seller having tendered to the Buyer, at or prior to Escrow Completion all the
deliveries referred to in Clause 4,

the Buyer having tendered to the Seller, at or prior to Escrow Completion all the
deliveries referred to 1n Clause 4,

there being no claim, dispute, investigation, litigation or other proceeding pending
or threatened 1n writing before any court or other governmental authority which
seeks to (a) invalidate or set aside, 1n whole or n part, this agreement, (b) restrain,
prohubit, invahdate or set aside, in whole or n part, the consummation of the
transactions contemplated hereby or (¢} obtain damages 1n connection therewith
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24 The parties may at any time waive in whole or in part and conditionally or
unconditionally the Conditions (or any of them) which Clause 2 6 specifies that they may
waive

2.5 Each of the parties shall use all reasonable endeavours to procure the satisfaction of those
of the Conditions for which 1t 1s primarily responsible and which are under its control as
soon as reasonably practicable following the date hereof and the parties shall each
provide or procure to be provided to each other all reasonable assistance in connection
with the satisfaction of the Conditions and, accordingly

251 each of the parties shall execute such documents and do such acts and things as
may be reasonably required to enable the Conditions (or any of them) to be
satisfied,

252 each of the parties shall provide or procure to be provided all necessary
information for the purpose of satisfying the Conditions and give all reasonable
access to the books records and accounts of the Group for such purposes;

253 the Seller shall procure that prior to Completion the Buyer, 1its agents,
representatives, accountants and solicitors are given promptly on request full
access to the Properties and all such facilities and information regarding the
business assets, liabilities, contracts and affairs of the Company and the
Subsidiary and of the documents of title and other evidence of ownership of its or
their assets as the Buyer may reasonably require,

254 the Buyer shall procure that prior to Completion the Seller, its agents,
representatives, accountants and solicitors are given promptly on request all such
facilities and information regarding the business assets, liabilities, contracts and
affairs of the Buyer as the Seller may reasonably require, and

2.5.5 the Buyer will hold the general meeting for the purpose of passing the Resolutions
as soon as reasonably practicable and 1n any event by the Longstop Date

26 Each party shall give notice to the other party of the satisfaction of the relevant
Conditions within two Business Days of becoming aware of the same If all the
Conditions shall not have been satisfied (or waived by the party specified in this Clause
2.6) on or by the Longstop Date, this agreement shall termunate and, except for the
provisions of this Clause and of Clauses 1 (Definition and Interpretation), 14
(Announcements), 15 (Costs), 17 (Notices), 18 (General) and 19 (Law and Jurisdiction)
which shall continue in full force and effect, the parties shall be released and discharged
from their respective obligations under this agreement, save for any antecedent breach or
for any claim arising from breach of any undertaking contained in Clause 2 5. The
Conditions set out 1n Clauses 234,236,238 and 23 10 may only be waived by the
Buyer and the Conditions set out in Clauses 235,237,239 and 23 11 may only be
waived by the Seller

27 Immediately following the execution of this agreement the Seller shall deliver or cause to
be delivered to the Buyer or the Buyer’s Solicitors

271 acopy of the minutes of a meeting or other corporate action of the directors of the
Seller authorising the execution by the Seller of this agreement and the Seller’s
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28

3.1

32

41

42

performance of all its obligations under this agreement (such copy minutes being
certified as correct by the secretary of the Seller), and

272 duly executed powers of attorney in the Agreed Form executed by the Seller

Immediately following the execution of this agreement the Buyer shall deliver or cause to
be delivered to the Seller or the Seller’s Solicitors a copy of the minutes of a meeting or
other corporate action of the directors of the Buyer authonising the execution by the Buyer
of this agreement and the Buyer’s performance of all its obligations under this agreement
(such copy minutes being certified as correct by the secretary of the Buyer)

Consideration

The consideration for the sale and purchase of the Sale Share shall be £15,120,000 (which
shall be satisfied by the allotment and 1ssue (credited as fully paid at £0.75 (75 pence) per
share) to the Seller of the Consideration Shares) subject as provided in Clause 8

The Consideration Shares shall be 1ssued and allotted to the Seller subject to Clause 3 1
and such Consideration Shares shall rank pari passu in all respects with the other
Ordinary Shares in 1ssue as at Completion and will be 1ssued free of any Encumbrances

Escrow Completion and Completion

Subject to the provisions of Clause 2 6 and of this Clause 4, Escrow Completion shall
take place on or within two Business Days of the date on which the last of the Conditions
(other than the Condition relating to Admussion having become effective) shall have
become and shall remain satisfied and shall take place at the offices of the Buyer’s
Solicitors (or such other place as the parties may agree) when the business set out n this
Clause 4 shall be transacted, all of which business shall be transacted conditional on
Admtssion becoming effective and all the documents to be executed pursuant to this
Clause 4 shall be held by the Buyer’s Solicitors pending Admission becoming effective
If Admission does not become effective by the Longstop Date the provisions of Clause
2.7 shall apply. If Admission becomes effective on or before the Longstop Date then the
Buyer’s Solicitors shall be instructed by the relevant parties to this agreement to forward
such documents to the appropriate parties subject to the terms of this agreement

The Seller shall, to the extent that it 1s reasonably able to do so, deliver or cause to be
delivered to the Buyer or the Buyer’s Solicitors or as the Buyer may direct

421 undated transfer of the Sale Share duly executed by the registered holder(s)
thereof 1n favour of the Buyer together with the relative share certificates;

4.22 such waivers or consents as the Buyer may require to enable the Buyer to be
registered as the holder of the Sale Share,

423 any other documents which may be required to give a good title to the Sale Share
(including any power of attorney under which any document required to be
delivered under this Clause 4 has been executed or signed),

424 undated duly executed powers of attorney in the Agreed Form executed by the
Seller,
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425 undated Service Agreements duly executed,

426 anundated Completion Letter,

427 1nrelation to each of the Company and the Subsidiary

(a)

(b)

(©)

(d)

(e)

certified copies of the certificates of incorporation (and on change of
name 1f appropriate);

the common seal;

minute books, share registers, and share certificate books (with any
unissued certificates), and other statutory books (which shall be written up
to but not including the date of Completion), and

certified copies of the memorandum and articles of association (or
equivalent constitutional documents),

all bank mandates for each Group Company and statements showing the
balances on all bank accounts of each Group Company at the close of
business on a date no earlier than two Business Days before the date of
Escrow Completion, together with a reconciliation statement prepared by
the Seller to show the position on the date of Escrow Completion listing
all amounts lodged but not cleared and unpresented cheques which when
cleared would be debited or credited to such accounts and standing orders
payable since the date of the statements,

428 the Capital Undertaking,

429 the Working Capital Confirmation, and

4210 confirmation 1n the Agreed Form that as at Completion, the Subsidiary's net asset
value 1s not less than RMB 103 mtlion

43 The Seller shall procure that a meeting of the directors of the Company or (as the case
may be) the Subsidiary is held at which the following business 1s transacted (to the extent
not already transacted)

431 the directors of the Company shall approve the transfer in respect of the Sale
Share (subject to stamping) for registration,

4.32 the terms and execution of the Service Agreements shall be approved,

433 the terms and execution of the Capital Undertaking shall be approved, and

4 34 Mazars shall be appointed as auditors of the Company

44 The Buyer shall

441 provide confirmation in such form as the Seller may agree that 1t remains listed on
AIM and that its shares remain admitted to trading (and where such trading may
have been suspended by the London Stock Exchange prior to Completion, such
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442

443

444

445

446

447

448

suspension being lifted no later than the day of Completion) and its shares being
quoted and freely tradeable,

subject to Clause 8, allot and 1ssue the Constderation Shares pursuant to Clause 3,
and

delwver, or procure the delivery to the Broker of definitive share certificates in the
name of the Seller in respect of the Consideration Shares or, at the written request
of the Seller, procure the delivery of the Seller's Consideration Shares via
CREST, and

cause Angus Irens, Michael Gretton and Thomas Vaughan to cease to be directors
of the Buyer (with effect from Completion) and deliver or procure that there are
delivered to the Seller letters of resignation in the Agreed Form from all such
persons so resigning, acknowledging that they have no claims outstanding for
compensation or loss of office or otherwise howsoever ansing, including
redundancy and unfair dismissal, and

procure the appointment to its board of Ray Ang, Wang Yan Ting and Susan
Chong as executive directors and Nicholas Smith and John McClean as non-
executive directors; and

establish an executive commuttee of the Buyer initially consisting of Ray Ang,
Wang Yan Ting and Shao Ming Ming; and

procure the approval of the terms and execution of the Agreed Form Letters of
Appointment and deliver such undated Letters of Appointment duly executed; and

delrver a confirmation in the Agreed Form that, as at Completion, the Buyer shall
have an approximate (1 . +/- 2 per cent ) net asset value of £3 million consisting
of cash and cash equivalents

45 If any of the provisions contained in Clauses 4 2 or 4 3 are not complied with on any
proposed or purported date of Escrow Completion the Buyer may

451

452

proceed to Escrow Completion so far as 1s practicable (without prejudice to 1ts
rights hereunder), or

defer Escrow Completion to a date not more than twenty-eight days from the date
of proposed or purported Escrow Completion and (in any event) no later than the
Longstop Date (unless otherwise agreed by the parties in writing) and so that the
provisions contained n this clause shall apply to Escrow Completion as so
deferred provided that if any of the provisions contained in Clause 4.4 are not
complied with on any date of Escrow Completion as so deferred then either the
Seller or the Buyer may rescind this agreement

46 [f any of the provisions contained 1n Clause 4.4 are not complied with on any proposed or
purported date of Escrow Completion the Seller may -

461

defer Escrow Completion to a date not more than twenty-eight days from the date
of proposed or purported Escrow Completion and (in any event) no later than the
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47

51

52

53

54

55

Longstop Date {unless otherwise agreed by the parties (in writing)) and so that the
provisions contamned in this clause shall apply to Escrow Completion as so
deferred, or

462 proceed to Escrow Completion so far as 1s practicable (without prejudice to 1ts
rights hereunder), or

463 rescind this agreement

Once Admuission has become effective (as evidenced by the posting of the Notice)
Completion shall be effected by the release of such documents as are held in escrow 1n
accordance with Clause 4 |

Seller Warranties

The Warrantors jointly and severally warrant and represent and Mr Ang severally
represents to the Buyer (for itself and as trustee for the sharcholders of the Buyer) in the
terms of the Seller Warranties and jointly and severally covenant and Mr Ang severally
represents to the Buyer (for itself and as trustee for the shareholders of the Buyer) in the
terms of the Seller Tax Covenants and acknowledge and accept that the Buyer 1s entering
into this agreement in reliance upon each of the Seller Warranties and Seller Tax
Covenants The Seller (for itself and as trustee for the shareholders of the Buyer)
warrants and represents to the Buyer (for itself and as trustee for the shareholders of the
Buyer) in the terms of paragraphs 12, 1 3, 14, 15 and 2 3 of Part 1 of Schedule 3 only
and only 1n respect of itself The provisions of Part 1 of Schedule 4 shall apply to the
hability of the Warrantors and, where applicable Mr Ang, under the Seller Warranties

Each of the sub-paragraphs of Part 1 of Schedule 3 shall (mutatis mutandis) apply 1n
relation to the Subsidiary as it applies to the Company and references therein to "the
Company" shall be construed accordingly

The Seller Warranties are given subject to matters of which the Buyer had actual
knowledge but no other information relating to the Group of which the Buyer has
constructive knowledge or of which he could have had knowledge upon enquiry shall
prejudice any claim made by the Buyer under the Seller Warranties or operate to reduce
any amount recoverable thereunder

Each of the Seller Warranties shall be separate and independent and save as expressly
provided shall not be limited or restricted by reference to or inference from the terms of
any other Seller Warranty or any other term of this agreement

The Seller Warranties shall be deemed to be repeated immediately before Completion and
accordingly the Warrantors hereby jointly and severally covenant and Mr Ang severally
warrants with the Buyer (for itself and as trustee for the shareholders of the Buyer) that
(save only as may be necessary to give effect to this agreement) they will procure, so far
as they are able, that nothing shall be done or be omitted to be done by the Company or
the Subsidiary between exchange of this agreement and Completion which will cause
them to be 1n breach of any of the Seller Warranties when the Seller Warranties are
deemed to be repeated immediately before Completion or which would make any of the
Seller Warranties misleading or untrue at such time
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56

57

58

5.9

510

511

The Warrantors hereby jointly and severally covenant and Mr Ang severally covenants
with the Buyer (for 1tself and as trustee for the shareholders of the Buyer) that if before
Completion any of them acquire any knowledge of any event or matter (whether
occurring or existing before the signing of this agreement or not) which 1s or might be or
lead to a breach of any of the Seller Warranties or which renders or might render any of
the Seller Warranties misleading he/it shall at once disclose 1n wrting to the Buyer all
that he/it knows about the event or matter in question and the Warrantors and, where
appropriate, Mr Ang shall make any investigations concerning the event or matter which
the Buyer may reasonably require

In the event of it becoming apparent to or known by the Buyer on or before Completion
that the Warrantors and/or Mr Ang are in breach of any of the Seller Warranties or any
other term of this agreement where such breach constitutes a Seller Material Adverse
Event the Buyer may rescind this agreement by notice 1n writing to the Warrantors and
Mr Ang

The rights and remedies of the Buyer in respect of any breach of the Seller Warranties
shall not be affected by Completion by the Buyer’s rescinding or failing to rescind this
agreement or by any other event or matter whatsoever except a specific and duly
authorised written waiver or release by the Buyer and the Buyer shall be entitled to claim
both before and after Completion that any of the Seller Warranties 1s or was untrue or
misleading or has or had been breached even if the Buyer knew or could have discovered
on or before Completion that the Seller Warranty 1n question was untrue misleading or
had been breached

Any references in the Seller Warranties to any state of awareness knowledge information
or belief shall be construed as being to such state as if all due and proper enquiries had
been made by the relevant person and 1t shall not be a defence that any of the Warrantors
or Mr Ang did not appreciate the significance or relevance of any particular matter

Each of the Warrantors and, where appropriate, Mr Ang

5101 accepts that the Buyer is entering into this agreement in rehiance upon each of the
Seller Warranties, and

5102 undertakes (in the event of any claim being made against 1t pursuant to this
agreement) not to make any claim against the Company or any member of the
Group or against any director or employee of the Company or any member of the
Group on whom any of them may have relied before agreeing to any terms of this
agreement

Without restricting the nights of the Buyer or the ability of the Buyer to claim damages on
any basis in the event that any of the Seller Warranties is broken or proves to be untrue or
misleading, the relevant Warrantor and/or Mr Ang hereby covenants to pay, on demand,
to the Buyer

5111 the amount necessary to put the Company and the Subsidiary nto the position
which would have existed if the Seller Warranties had not been broken or had
been true and not misleading, and
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512

513

514

61

62

63

64

65

5112 all costs and expenses incurred by the Buyer, the Company and the Subsidiary,
directly or indirectly, as a result of such breach

The Warrantors and Mr Ang shall procure that prior to Completion the Buyer its agents
representatives accountants and solicitors are given promptly on request full access to the
Properties and all such facilities and information regarding the business assets habilities
contracts and affairs of each Group Company and of the documents of title and other
evidence of ownership of its assets as the Buyer may reasonably require

Each of the Seller Warranties shall continue n full force and effect notwithstanding
Completion

The Seller agrees with the Buyer to waive any right or claim which 1t may have in respect
of any musrepresentation or error 1n, or omisston from any informauon or opmion
supphied or given by the Company and/or by the Subsidiary and/or any of its or their
respective directors, officers, employees or agents in the course of negotiating this
agreement or any documents ancillary thereto and that any such nght or claim shall not
constitute a defence to any claim by the Buyer under or in relation to this agreement or
any document ancillary thereto

Buyer Warranties

The Buyer warrants to the Seller in the terms of the Buyer Warranties the provisions of
Part 2 of Schedule 4 shall apply to the liability of the Buyer

The Buyer Warranties are given subject to matters of which the Seller had actual
knowledge but no other information relating to the Buyer of which the Seller has
constructive knowledge or of which 1t could have had knowledge upon enquiry shall
prejudice any claim made by the Seller under the Buyer Warranties or operate to reduce
any amount recoverable thereunder

Each of the Buyer Warranties shall be separate and independent and save as expressly
provided shall not be limited or restricted by reference to or inference from the terms of
any other Buyer Warranty or any other term of this agreement

The Buyer Warranties shall be deemed to be repeated immediately before Completion
and accordingly the Buyer hereby covenants with the Seller that (save only as may be
necessary to give effect to this agreement) 1t will procure, so far as it 1s able, that nothing
shall be done or be omitted to be done between exchange of this agreement and
Completion which will cause it to be in breach of any of the Buyer Warranties when the
Buyer Warranties are deemed to be repeated immediately before Completion or which
would make any of the Buyer Warranties misleading or untrue at such tuime

The Buyer covenants with the Seller that if before Completion it acquires any knowledge
of any event or matter (whether occurring or existing before the signing of this agreement
or not) which is or might be or lead to a breach of any of the Buyer Warranties or which
renders or might render any of the Buyer Warranties misleading 1t shall at once disclose
in writing to the Seller all that 1t knows about the event or matter in question and the
Buyer shall make any investigations concerning the event or matter which the Seller may
reasonably require
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6.7

6.8

69

6.10

611

612

In the event of it becoming apparent to or known by the Seller on or before Completion
that the Buyer is 1n breach of any of the Buyer Warranties or any other term of this
agreement where such breach constitutes a Buyer Material Adverse Event the Seller may
rescind this agreement by notice 1n wrniting to the Buyer

The rights and remedies of the Seller in respect of any breach of the Buyer Warrantics
shall not be affected by Completion by the Seller rescinding or failing to rescind this
agreement or by any other event or matter whatsoever except a specific and duly
authonised written waiver or release by the Seller and the Seller shall be entitled to claim
both before and after Completion that any of the Buyer Warranties 1s or was untrue or
misleading or has or had been breached even 1f the Seller knew or could have discovered
on or before Completion that the Buyer Warranty in question was untrue misleading or
had been breached

Any references in the Buyer Warranties to any state of awareness knowledge information
or belief shall be construed as being to such state as 1f all due and proper enquiries had
been made by the relevant person and it shall not be a defence that the Buyer did not
appreciate the significance or relevance of any particular matter

The Buyer

691 accepts that the Seller is entering into this agreement 1n rehiance upon each of the
Buyer Warranties, and

692 undertakes (in the event of any claim being made against it in connection with the
Buyer Warranties) not to make any claim against any member of the Group or
against any director or employee of the Buyer or any member of the Group on
whom any of them may have relied before agreeing to any terms of this
agreement

The Buyer shall procure that prior to Completion the Seller, its agents, representatives,
accountants and solicitors are given promptly on request full access to the Properties and
all such facihities and information regarding the business assets habilities contracts and
affairs of the Buyer and of the documents of title and other evidence of ownership of its
assets as the Warrantors may reasonably require

Without restricting the rights of the Seller or the ability of the Seller to claim damages on
any basis in the event that any of the Buyer Warranties 1s broken or proves to be untrue or
musleading, the Buyer hereby covenants to pay, on demand, to the Seller-

6 11 1 the amount necessary to put the Seller mto the position which would have existed
if the Buyer Warranties had not been broken or had been true and not misleading,
and

6 11 2 all costs and expenses incurred by the Seller, directly or indirectly, as a result of
such breach

Each of the Buyer Warranties shall continue in full force and effect notwithstanding
Completion
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7 Conduct of Business Prior to Completion

71 Following the date hereof and prior to Completion or earlier termination of this
agreement the Warrantors undertake to procure that save with the consent in wrnting of
the Buyer (such consent not to be unreasonably withheld or delayed) and save as agreed
pursuant to the terms of this agreement and/or the other Agreed Form documents entered
into pursuant to the terms of this agreement (and for the avoidance of doubt 1f there 1s any
inconsistency between this agreement and the Agreed Form documents, the provisions of
this agreement shall prevail)

711 neither the Company nor the Subsidiary shall do anything which would or might
result in a breach of any of the Seller Warranties,

712 reasonable advance notice shall be given to the Buyer of meetings of the Board of
Directors of the Company and the Subsidiary (together with an agenda of the
business to be transacted at such meetings and all supporting documents) and that
a duly authorised representative of the Buyer shall be permitted to attend all such
meetings and to participate fully in the discussions thereat,

713 the Company and the Subsidiary shall continue to conduct their respective affairs
in a proper and businesslike manner and shall refrain from any act or omission
which would or might prejudice the Company’s or (as the case may be) the
Subsidiary’s trade,

714 the Buyer 1s informed forthwith of any matter which may matenally affect the
business of the Company and that the Warrantors shall consult with the Buyer
thereon,

715 neither the Company nor the Subsidiary shall lend any monies outside the normal
course of business and 1n particular shall not lend any momes to any director or
employee or to the Warrantors,

716 neither the Company nor the Subsidiary shall borrow any monies or give or allow
to exist any charge over its assets or undertaking except for charges existing as at
the date hereof and each shall operate its bank overdrafts within existing Iimits as
required in the ordinary course of business,

7 17 neisther the Company nor the Subsidiary shall make any payment out of any bank
deposit account exceeding in aggregate £50,000 except for payments in the
ordinary course of its business,

718 neither the Company nor the Subsidiary shall acquire or agree to acquire any
premises whatsoever whether frechold leasehold or under licence,

719 neither the Company nor the Subsidiary shall enter into any agreement except for
agreements entered into 1n the ordinary course of its business,

7110 no directors addittonal to the existing directors shall be appointed to either the
Company or the Subsidiary,
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7111

7112

7113

71.14

7115

7116

7117

7118

7119

7120

7121

neither the Company nor the Subsidiary shall not make any distribution by way of
declaration of dividends or otherwise;

neither the Company nor the Subsidiary shall sell transfer or otherwise dispose of
its business undertaking or assets or any part thereof otherwise than in the
ordinary course of its business,

neither the Company nor the Subsidiary shall give any financial guarantees or
indemnittes for any purposes whatsoever,

there shall be no change in the terms and conditions of employment of any
director of the Company or the Subsidiary or any Key Employee and the Buyer
shall be kept informed of and consulted 1n relation to all wage negotiations,

except In the course of price negotiations (in relation to which the Warrantors
shall procure that the Company shall act reasonably and keep the Buyer informed
of all material developments) neither the Company nor the Subsidiary shall
compromise or settle any material claim dispute or other matter in which the
Company or any of 1ts subsidiartes 1s involved,

neither the Company nor the Subsidiary shall appoint any person to occupy the
post of executive director and shall not appoint or dismiss any senior management
personnel,

neither the Company nor the Subsidiary shall modify or vary any rights attached
to any shares or create, allot or issue any shares or grant or agree to grant any
rights to subscribe for, or convert any security into any shares,

neither the Company nor the Subsidiary shall pass any resolution in general
meeting;

neither the Company nor the Subsidiary shall acquire shares in any other
company or participate 1n any partnership or any joint venture,

each Group Company maintains in force policies of insurance with lmits of
indemnity at least equal to, and otherwise on terms no less favourable than, those
policies of insurance currently maintained by each Group Company,

each Group Company allows the Buyer and any person whom 1t might authorise
for this purpose in connection with the transaction contemplated by this
agreement, access to all the books and records, agreements and other documents
and assets belonging to 1t and will supply the Buyer and/or its professional
advisers with any information required by 1t or them relating to the Group

72 Following the date hereof and prior to Completion or earlier termination of this
agreement the Buyer shall not

721

do or omit to do anything which would cause any of the Buyer Warranties to be
untrue, inaccurate or musleading if the same were true at Completion (by
reference to the facts and circumstances then subsisting),
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82

3.3

84

85

91

722 conduct any business otherwise than in relation to this agreement or Admission,

723 enter into any commitment which exceeds £500,000 or any agreement unless the
Seller has given its prior written consent, and

7.2.4 issue any new Ordinary Shares or grant any rights over or in relation to any
Ordinary Shares unless the Seller has given its prior written consent

The Profit Target

The Seller hereby agrees that 10,300,000 of the Consideration Shares (equivalent to
£7,725,000 (credited as fully paid at £0 75 (75 pence) per share)) (the "Qutstanding
Consideration Shares™) shall not be allotted to 1t on Completion but subject to this
Clause 8 shall not be allotted until the release of the audited accounts of the Buyer for the
financial year ending 31 December 2008.

In the event that the Company achieves a profit which 1s between 75 per cent. and 99 9
per cent of the Profit Target, the Buyer shall be instructed in writing by the Buyer and the
Seller to allot and 1ssue such proportion of the Outstanding Consideration Shares to the
Warrantors which 1s pro rata to the percentage of the Profit Target achieved In the event
that this would result 1n a fraction of an Outstanding Consideration Share being 1ssued,
such number of shares to be transferred shall be rounded down to the nearest whole
Qutstanding Consideration Share

In the event that the Company achieves a profit which is equal to or greater than the Profit
Target, the Buyer shall be instructed in writing by the Buyer and the Seller to allot and
1ssue all of the Outstanding Consideration Shares to the Warrantors

In the event that the Company fails to achieve 75 per cent, or more of the Profit Target,
no Outstanding Consideration Shares will be 1ssued to the Warrantors

The Buyer undertakes not to pay any dividend or make any other distribution before the
date on which the Outstanding Consideration Shares are either 1ssued pursuant to Clause
8 2 or 8 3 or deemed not to be 1ssued pursuant to Clause 8 4

The Warrantor's Dealings with the Buyer after Completion

Each of the Warrantors undertakes to the Buyer for itself and as the trustee for the
shareholders of the Buyer as at the date of this agreement that in relation to any dealings
between the Buyer and the Warrantors in relation to this agreement and matters ancillary
to 1t, including (but not limited to) the enforcement of the Buyer's nghts for breach of
Warranty, it‘he shall

911 1n the case of the Warrantors and Mr Ang use its/his respective reasonable
endeavours to procure that there s, at all tmes when the Ordinary Shares are
traded on AIM (or any other recognised investment exchange), not less than 2
independent directors on the board of directors of the Buyer, being persons who
could not reasonably be considered to be an appointee of the Warrantors, and

912 1nthe case of Mr Wang and Mr Ang procure that they abstain from voting on any
decision of the board of directors of the Buyer 1n relation to such dealing and, n
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the case of all the Warrantors, 1f one or more of the directors of the Buyer may be
considered to be an appointee of the Warrantors, use its/his reasonable
endeavours to procure that any such director or directors of the Buyer abstains
from voting on any decision of the board of directors of the Buyer 1n relation to
such dealing insofar as 1t relates to him or the Warrantors who has appointed him,
and, for the purposes of this Clause 9 1, a Warrantor shall be deemed to have used
its’his reasonable endeavours by exercising its/his vote at a meeting of the board
of directors or at a general meeting of the Buyer

92 All decisions of the board of directors of the Buyer shall be determined by a majority of
votes and 1n case of an equality of votes the Buyer Chairman shall (notwithstanding the
Buyer's articles of association or otherwise) have a second or casting vote

10 Indemnities

10.1 The Warrantors hereby unconditionally and irrevocably undertake and warrant, on a joint
and several basis, that they shall indemnify and keep indemnified the Buyer (for itself and
as trustee for the shareholders of the Buyer) at all times on a full indemnity basis and hold
each of them harmless from and against all demands of any kind whatsoever, claims,
suits, actions, proceedings, losses, damages, outgoings, obligations, costs (including legal
costs), expenses, liabilities and penalties which the Buyer may sustain, incur or suffer,
due to or arising as a result of the failure, default, omission or neglect on the part of
Subsidiary, the Subsidiary's directors and/or shareholders to

1011 comply with any requirements of the applicable PRC laws and regulations
(including but not limited to any requirements to obtain approvals or consents
from or procure any registration or filings with any governmental or regulatory
bodies in the PRC) or the articles of association of the Subsidiary relating to-

(a) the transfer of land use rights by Liny1 Gaochuang Services Limited Co ,
Ltd as contribution to the registered capital of the Subsidiary outside the
time period prescribed by PRC laws,

(b) extensions of the duration of the business licence of the Subsidiary,
(c) changes to the articles of association of the Subsidiary,

(d) changes to and appointment of legal representatives, directors, supervisors
or managers of the Subsidiary,

) register the labour contracts of any of the employees of the Subsidiary
with the relevant authorities or contribute towards the social secunty
payments required to be made under PRC laws;

(H) transfers of the equity interest (whether direct or indirect) in the
Subsidiary (including but not limited to the transfer of the indirect interest
of the Subsidiary pursuant to this agreement); or

1012 comply with any requirements under any agreement, contract or arrangement to

insure the properties (including the Properties), assets or products of the
Subsidiary
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11

Mr Wang Yan Ting hereby unconditionally and irrevocably undertake and warrant that he
shall indemmify and keep indemnified the Buyer (for itself and as trustee for the
shareholders of the Buyer) at all times on a full indemnity basis and hold each of them
harmless from and against all demands of any kind whatsoever, claims, suits, actions,
proceedings, losses, damages, outgoings, obligations, costs (including legal costs),
expenses, liabilities and penalties which the Buyer may sustain, incur or suffer, due to or
arising as a result of the failure, default, omission or neglect on the part of Subsidiary, the
Subsidiary's directors and/or shareholders to register the labour contracts of any of the
employees of the Subsidiary with the relevant authorities 1in the PRC or to pay the
requisite contributions for the social secunity msurance of any of the employees of the
Subsidiary mandated under PRC laws and regulations.

Restrictions on Warrantors

For the purpose of assuring to the Buyer the full benefit of the business and goodwill of
the Company each of the Warrantors undertakes by way of further consideration for the
obligations of the Buyer under this agreement as separate and independent agreements
that he/it will not.

1111 for the period of two years after Completion disclose to any person or
himself/itself use for any purpose and shall use his/its reasonable endeavours to
prevent the publication or disclosure of any Business Information of the Company
or the Subsidiary or any of 1its or their current or former clients' or customers'
transactions or affairs which may have come to his/its knowledge, save that this
restriction shall not apply

(a) to any such Business Information required to be disclosed to a court,
governmental, official, regulatory or stock exchange authority or to
tnspectors or others authorised by such an authonity or by or under any
legislation to carry out any enquiries or investigation or as otherwise
required by law, and

(b) to any such Business Information disclosed to the employees, officers,
agents, professional advisers or bankers of the Warrantors to the extent
necessary or reasonable for such persons to obtain the same for the
purpose of discharging their responsibilities,

11 12 for the period of two years after Completion either on hts/its own account or
jointly or for any other person directly or indirectly solicit interfere with or
endeavour to entice away from the Company or the Subsidiary any person who to
his/its knowledge 1s now or has during the 12 months preceding the date of this
agreement been a client customer or senior employee of

(a) the Company, or
(b) the Subsidiary,

11 1.3 for a period of two years after Completion without the Buyer's prior written
consent either alone or jointly with or as manager agent for or employee of any
person directly or indirectly carry on or be engaged or concerned or interested 1n
the production or manufacture or distribution of food preservatives or in any other
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11.3

114

12

121

122

123

business similar to any business carried on by the Company or the Subsidiary at
the date of this agreement PROVIDED THAT nothing in this Clause 11 1 shall
preclude any Warrantor from holding Ordinary Shares or holding not more than
three per cent of any class of 1ssued shares or other securities in any company
which are listed or dealt in on any recognised investment exchange (as defined in
the Financial Services and Markets Act 2000) by way of bona fide investment
only

Each of the Warrantors acknowledges that the duration extent and application of each of
the restrictions contained in this Clause 11 are no greater than 1s necessary for the
protection of the goodwill of the business of the Company and the Subsidiary.

Each of the Warrantors acknowledges that he/it has had the opportunity to take
independent advice on the restrictions of this Clause 11  Whilst those restrictions are
considered by the parties to be reasonable 1n all the circumstances, 1t 1s agreed that 1if any
of those restrictions, by themselves or taken together, are adjudged to go beyond what 1s
reasonable in all the circumstances for the protection of the legitimate interests of the
Buyer but would be adjudged reasonable if part or parts of their wording were deleted or
amended or qualified or the periods referred to were reduced in scope, then the relevant
restriction or restrictions shall apply with such modification or modifications as may be
necessary or make 1t or them valid and effective

Each member of the Enlarged Group may enforce the terms of this Clause 11 1n
accordance with the Contracts (Rights of Third Parties) Act 1999, provided that as a
condition thereto any such party shall

1141 obtain the prior written consent of the Buyer; and
1142 not be entitled to assign 1ts rights under this Clause 11
Retention of Consideration Shares

The Seller agrees that subject to the provisions of Clause 12 3 it shall not dispose of any
of the Consideration Shares within a period of 12 months from Completion and shall not
dispose of any of the Consideration Shares within a further period of 12 months from the
expiry of such date and shall provide executed undertakings in favour of the Nominated
Adviser to this effect on the execution hereof (subject to Admission)

For the avoidance of doubt, but subject to Clause 8, the Seller will be free to dispose of
any of the Consideration Shares 1ssued to it as 1t sees fit following the second anniversary
of the date of i1ssue of the Consideration Shares, subject to compliance with any
applicable legal or regulatory requirement.

During the period referred to in Clause 12 | above, the Seller will, in order to preserve an
orderly market in the Buyer’s shares, make any market sale of Consideration Shares that
1t 1s permitted to sell pursuant to this Clause 12 through the Nominated Adviser provided
that such person 1s able to effect the trade required on terms (including as to price per
share and commission) no less favourable than those proposed by the broker of the Seller,
as evidenced by a letter to the Buyer from the Seller’s broker to that effect.
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12 4

13

14

15

16

16 1

16.2

The restrictions outlined in Clause 12.1, 12 2 and 12 3 above will cease to apply n the
event of a Takeover

Provision of Funding

The Buyer hereby agrees that in consideration of the conversion of the Hermes
Convertible Loan and the Albany Convertible Loan 1n accordance with their respective
terms 1t will issue 2,222,222 Ordinary Shares to Hermes Capital and 4,444,444 Ordinary
Shares to Albany

Announcements

No announcements other than by the Buyer if and to the extent required by law or by any
regulatory authority, including (without limitation) the London Stock Exchange, shall be
made by any party hereto of the transactions referred to herein without the consent of the
other parties hereto

Costs

Each party to this agreement shall pay 1ts own costs of and mcidental to the negotiation of
the terms of the sale and purchase of the Sale Share and the documentation relating to
such sale and purchase and of the other costs associated with the Proposals irrespective of
whether the transaction contemplated by this agreement proceeds to Completion

Further Assurance and Other Matters

The Seller declares that for so long as it remains the registered holder of any of the Sale
Share after Completion 1t shall

16 1 1 hold the Sale Share and the dividends and other distributions of profits or surplus
or other assets declared, paid or made 1n respect of them after Completion and all
rights arising out of or 1n connection with them i trust for the Buyer and it
successors 1n title; and

16 1 2 deal with and dispose of the Sale Share and all such dividends, distnibutions and
rights as the Buyer or any such successor may direct, and

16.1 3 1f so requested by the Buyer or any such successor

(a) vote at all meetings which he shall be entitled to attend as the registered
holder of the Sale Share in such manner as the Buyer or any such
successor may direct; and

(b) execute all instruments of proxy or other documents which the Buyer may
reasonably require and which may be necessary or desirable or convenient
to enable the Buyer or any such successor to attend and vote at any such
meeting

The Seller authorises and directs:

162 1 the Company to send any notices in respect of his holding of Sale Share to the
Buyer; and
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16.3

16 4

16 5

16 6

167

168

169

17

171

16 22 the Buyer to complete in such manner as 1t thinks fit and to return proxy cards,
consents to short notice and any other document required to be signed by 1t n 1ts
capacity as a member

At any time after the date hereof the Seller shall at the request and cost of the Buyer,
execute or procure the execution of such documents and do or procure the doing of such
acts and things as the Buyer may reasonably require for the purpose of vesting the Sale
Share 1n the Buyer and giving to the Buyer the full benefit of all the provisions of this
agreement

Each of the Warrantors confirms that he has no claim (whether in respect of any breach of
contract, compensation for loss of office or monies due to him or on any account
whatsoever) outstanding against any Group Company or against any of the directors,
officers or employees of any Group Company and that save for this agreement no
agreement or arrangement (including any contract of employment) 1s outstanding under
which any Group Company or any of such persons has or could have any obhgation of
any kind to him or it.

To the extent that any such claim or obligation as is referred to n Clause 16 4 exists or
may exist, each of the Warrantors irrevocably and unconditionally waives such claim or
obligation and releases each Group Company and any such other persons from any
hability whatsoever in respect of such claim or obligation

Each Group Company and any director, officer or employee of any Group Company may
enforce the terms of Clauses 16 4 and 16 5 1n accordance with the Contracts (Rights of
Third Parties) Act 1999, provided always that, as a condition thereto, any such third party
shall

16.6 1 obtain the prior written consent of the Buyer, and
16 6 2 not be entitled to assign 1ts rights under Clauses 16 4 and 16 5

The Warrantors appoint and authorise the Seller's Representative to give and receive
notices, and to agree to all matters and to make all elections, decisions and
determinations, on their behalf as set out in this agreement

The Seller's Representative shall initially be Hermes Capital but should such person
become unable or unwilling to act then he shall be replaced as Seller's Representative by
such other person as the Seller shall notify in writing to the Buyer but such replacement
shall not be effective for the purpose of this agreement until notice thereof is recerved by
the Buyer

The provisions of Clause 16 3 to 16.6 shall in no way prejudice or limit any rights of the
Buyer against the Warrantors or any of them

Notices

Any notice or other communication given or made under or in connection with the
matters contemplated by this agreement shall be in writing 1in the English language (or be
accompanied by a properly prepared translation into English)
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172

173

17 4

18

181

182

183

18 4

Any such notice or other communication shall be addressed as provided in Clause 17.3
and, 1f so addressed, shall be deemed to have been duly given or made as follows -

17 21 1f sent by personal delivery, upon delivery at the address of the relevant party,

17 22 1f sent by first class post from a sender to an addressee who are both within the
United Kingdom and the Channel Islands, two Business Days after the date of
posting,

1723 f sent by air mail from a sender to an addressee one of whom 1s outside the
United Kingdom and the Channel Islands, five Business Days after the date of
posting, and

17 2 4 1f sent by facsimile, when despatched but only 1f the sender’s transmission report
shows that the facsimile was sent in full

The relevant addressees address 1s as 1t appears 1n this agreement at page |

Each of the Warrantors hereby irrevocably appoints WFW Legal Services Limited of 15
Appold Street, London EC2A 2HB as 1ts agent for the service of process in England in
connection with this agreement, service upon whom shall be deemed completed whether
or not forwarded to or recerved by the Warrantors. Nothing contamed 1n this agreement
shall affect the nght to serve process 1n any other manner permitted by law, nor affect the
right to bring proceedings 1 any other jurisdiction whether in connection with this
agreement or for the purpose of the enforcement or execution of any judgment or other
award obtained against the Warrantors in the courts of England, or as a result of
arbitration proceedings conducted in England

General

The Seller hereby waives any rights or restrictions which may exist 1n the articles of
association (or equivalent constitutional documents) of the Company or otherwise which
mght prevent the Seller entering into and performing this agreement and hereby consents
to and ratifies any past transfers of shares in the Company

The nghts and remedies of each party to this agreement are, except where expressly
stated to the contrary, without prejudice to any other rights and remedies available to 1t
No neglect, delay or indulgence by any party 1n enforcing any provision of this agreement
shall be construed as a waiver and no single or partial exercise of any right or remedy of
any party under this agreement shall affect or restrict the further exercise or enforcement
of any such right or remedy

The liability of any party of this agreement may in whole or in part be released,
compounded or compromised and if the other party gives time or indulgence to the person
under such habihty, this shall in no way prejudice or affect that party’s rights against any
other person under the same or similar hability

Each party agrees that this agreement and all documents to be entered into pursuant to
this agreement (including the documents listed as Agreed Form documents) (together the
"Transaction Documents") supersede any prior discussions, understandings and
agreements between the parties concerning their subject matter and the Transaction
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185

186

187

18 8

189

18 10

1811

18 12

18 13

Documents constitute the entire and only agreement between the parties concerning their
subject matter provided that nothing 1n this clause shall exclude any hability for fraud

No purported alteration of this agreement or of any of the documents referred to in this
agreement shall be effective unless 1t is in wniting, refers specifically to this agreement
and 15 duly executed by each party hereto

Each provision of this agreement 1s severable and distinct from the others and, if any
provision 1s, or at any time becomes, to any extent or in any circumstances invahd, illegal
or unenforceable for any reason, that provision shall to that extent be deemed not to form
part of this agreement but the vahdity, legalhity and enforceability of the remaining parts
of this agreement shall not be affected or impaired, 1t being the parties’ intention that
every provision of this agreement shall be and remain valid and enforceable to the fullest
extent permitted by law.

This agreement may be executed 1n any number of counterparts and by the parties to 1t on
separate counterparts, and each of the executed counterparts, when duly exchanged or
delivered, shall be deemed to be an original, but, taken together, they shall constitute one
and the same instrument

This agreement shall be binding on and shall enure for the benefit of the personal
representatives or the successors and assigns of the parties

Save as expressly contemplated by Clause 10 and Clause 16, a person who 15 not a party
to this agreement has no nght under the Contracts (Rights of Third Parties) Act 1999 to
enforce any of its terms.

Each of the parties shall, and shall use their respective reasonable endeavours to procure
that any necessary third parties shall, execute and deliver to the other parties such other
instruments and documents and take such other action as may be required to give effect to
the provisions of this agreement

No variation of this agreement shall be effective unless made 1n writing and signed by or
on behalf of each of the parties

The provisions of this agreement shall remaimn 1n full force and effect notwithstanding
Completion

Any:

18 13 I nght of rescission conferred upon the Buyer hereby shall be in addition to and
without prejudice to all other rights and remedies available to it and no exercise or
failure to exercise such a right of rescission shall constitute a waiver by the Buyer
of any such other right or remedy, and

18 13 2night of rescission conferred upen the Seller hereby shall be in addition to and
without prejudice to all other nghts and remedies available to them and no
exercise or failure to exercise such a right of rescission shall constitute a waiver
by the Seller of any such other right or remedy
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18 14 If a party fails to make any payment due to any other party under this agreement by the
due date for payment (due date), then without limiting such other party's remedies under
this agreement, the defaulting party shall pay interest on the overdue amount at the rate of
4 per cent per annum above Barclays Bank plc base lending rate from time to time  Such
interest shall accrue on a daily basis from the due date until the date of actual payment of
the overdue amount, whether before or after judgment The defaulting party shall pay the
interest together with the overdue amount This clause shall not apply to payments that
the defaulting party contests 1n good faith

19 Law and Jurisdiction

191 This agreement shall be governed by and construed in accordance with the laws of
England and Wales

192  The parties irrevocably agree that the courts of England and Wales are to have exclusive
junisdiction to settle any disputes which may arise out of or in connection with this
agreement The parties rrevocably submit to the junsdiction of such courts and waive
any objection on the ground of venue or on the ground that the proceedings have been
brought in an inconvement forum, provided that this clause shall be without prejudice to
the right to bring proceedings 1n any other jurisdiction for the purpose of enforcement or
execution of any judgment or other settlement in any other court

IN WITNESS WHEREOF this agreement has been executed and shall take effect as a Deed on
the date set out above
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SCHEDULE 1 !

Particulars of the Warrantors

Name Address

Prima Mega International Limited PO Box 933, 2™ Floor, Abbott Building, Road
Town, Tortola, British Virgin Islands

Hermes Capital Limited 3/F, 46 Lyndhurst Terrace, Central Hong

Kong

Mr Wang Yan Ting 779 Xiguan Juwey, Lanshan District, Liny1 City,

Shandong Province, PRC
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SCHEDULE 2

Part 1 - the Company

1 Company Name

2 Date of Incorporation

3 Company Number

4 Issued and Paid Up Share Capital
5 Number of Paid Up Shares:

6. Names of Directors

7 Name of Company Secretary-

8 Registered Office

9. Auditors’

10 Registered Charges-

Honour Field International Ltd
3 July 2007

BVI CRN 1414693

US$1.00

1

Prime Mega International Ltd

None appointed

PO Box 933, 2™ Floor, Abbot Building, Road
Town, Tortola, British Virgin Islands

None appointed

None

Part 2 — the Subsidiary

1 Company Name

2 Registered Capital

3 Paid Up Capital.

4 Total Investment

5 Names of Directors

6 Name of Company Secretary:
7 Domuicile

8 Legal Representative

9 Type of Company

\LONLIVEV7121437 6

Liny: Van Science and Techmque Co , Ltd
RMB 10,580,000
RMB 10,580,000
RMB 15,000,000

Tham Wai Mun Raphael, Ang Wee Boon, Wang
Yan Ting

Not applicable
PRC
Wang Yan Ting

Limited Liability Company (Wholly Foreign
Owned Enterprise)

32




SCHEDULE 3
Part 1 - The Seller Warranties - Clause 5
The Seller Warranties are that
1 Information

11 Each of the Due Diligence Report and the Admission Document (in respect of
information relating to the Seller and/or the Group only) 1s true and accurate n all
respects and there are no other facts, the omission of which would make misleading any
statement contained 1n the Admission Document (in respect of information relating to the
Seller and/or Group only) or the Due Diligence Report The Warrantors agree with all
expressions of opinion contamned in the Admission Document (in respect of information
relating to the Seller and/or the Group only) and the Due Dihgence Report and confirm
that any opinions, expectations and beliefs ascribed in the Due Diligence Report to the
Warrantors, or any of the directors of any Group Company, are fairly and honestly held
and have been arrived at on a reasonable basis after full enquiry.

12  Each Warrantor and Mr Ang has full power and authority to enter into and perform its
respective obligations under this agreement

13 The execution and delivery of and the performance by the Warrantors and Mr Ang of
their respective obligations under this agreement will not:

131 result na breach of any proviston of the memorandum or articles of association
(or other constitutional documents of any Warrantor which 1s a body corporate
or of the Companyy},

1 3.2  result in a breach of or constitute a default under any instrument to which any
Warrantor or Mr Ang 1s a party or by which they are bound, or

133  result ina breach of any order yjudgment or decree of any court or governmental
agency to which the Seller 1s a party or by which they are bound

14 The Seller 1s the legal and beneficial owner of the Sale Share free from Encumbrances
2 Constitution of the Company

21 The details of the Company and the Subsidiary set out in Schedule 2 are true and
complete and accurate and the Sale Share 1s held and beneficially owned by the Seller
free from any Encumbrances or equities and with all rights now or hereafter attaching
thereto and is fully paid up

22 There 1s not now, nor 1s there any agreement or arrangement to create, any Encumbrance
on over or affecting any of the shares of any Group Company, and no claim has been
made by any person to be entitled to any of the foregoing

23 The Seller is fully entitled to sell and transfer the full legal and beneficial ownership in
the Sale Share to the Buyer on the terms set out in this agreement
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24

25

26

27

31

32

33

34

35

36

37

The copy of the constitutional documents of the Company and the Subsidiary delivered to
the Buyer’s Solicitors prior to the date hereof 1s true and complete and has embodied
therein or annexed thereto a copy of every resolution or agreement required by law to be
embodied or annexed thereto

No person has the right (whether exercisable now or in the future and whether contingent
or not) to call for the issue of any shares or loan capital of the Company or the Subsidiary
under any option or other agreement (including conversion nights).

The Company and the directors of the Company have complied with the provisions of
the Companies Acts and resolutions and other documents required under any legislation
to be delivered on behalf of the Company to the relevant companies registry or to any
other authority whatsoever have been properly made and delivered and the statutory
books of the Company have been properly kept and contain an accurate and complete
record of matters which should be dealt with in such books in accordance with the
Companies Acts

The Sale Share constitutes the whole of the allotted and issued share capital of the
Company and is fully paid

Accounts

The Accounts have been prepared in accordance with international accounting standards
and the bases and policies of accounting adopted for the purpose of the Accounts are the
same as those adopted 1n preparing the audited accounts of the Company 1n respect of the
two last preceding accounting periods.

The Accounts are true and accurate in all matenal respects and give a true and fair view
of the assets and liabilities of the Group at the Accounts Date and the profits and cash
flows of the Group for the financial period ended on that date

The Accounts contain proper provision for any foreseeable losses which may anise on
realisation of stock and work-in-progress and/or on completion of any existing or
proposed contract

Full provision reserve or disclosure has been made n the Accounts for all liabilities
quantified and unquantified and capital commitments of the Company and any subsidiary
outstanding at the Accounts Date

For the purposes of the Accounts the stock-in-trade and work-in-progress of the Group
has been valued on a basis in all material respects consistent with that adopted for the
purpose of their audited accounts in respect of the beginning and end of each of the two
preceding accounting periods and in accordance with IAS 2 and all redundant obsolete
and slow-moving stock-in-trade has been written off or written down as appropriate

The Accounts make provision or reserve in accordance with the principles set out in the
notes included therein for all taxation hable to be assessed on each member of the Group
or for which it may be accountable in respect of the period ended on the Accounts Date

In the Accounts and the accounts for the preceding two years of each Group Company all
fixed assets have been depreciated 1in accordance with IAS 16
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38

39

41

42

43

44

Proper proviston for deferred taxation has been made 1n the Accounts

All proper and necessary accounting records minute books registers and records have
been maintained by the Company are 1n its possession or are held to its order and contain
accurate information relating to all material transactions to which the Company has been

a party
Business of the Company
Since the Accounts Date

411 the Company has carried on its business in the ordinary and usual course and
without entering into any transaction assuming any hability or making any
payment not provided for 1n the Accounts which 1s not in the ordinary course
of its business and without any interruption or alteration in the nature scope or
manner of 1ts business,

41.2 there has been no material deterioration n the turnover or the financial or
trading position or prospects of the Company,

413 the Company has not by doing or omutting to do anything prejudiced 1ts
goodwill,

414 no part of the business of the Company has been affected by any abnormal
factor,

415 no event has occurred which would entitle any third party (with or without the
giving of notice or lapse of time) to call for the repayment of any indebtedness
of the Company prior to its stated or normal maturity date,

416 the Company has paid 1ts creditors in accordance with their respective credit
terms,

417 no distribution of capital or income has been declared made or paid in respect
of any share capital of the Company and (excluding fluctuations 1in overdrawn
current accounts with bankers) no loan in whole or in part has been repaid or
has become lLiable to be repaid, and

418 there has been no material change 1n the level of remuneration paid to officers
and employees.

Except for assets disposed of in the ordinary course of business the Company is the
beneficial owner with good and marketable title of all its assets and all assets which have
been acquired since the Accounts Date and there 1s not now outstanding any option
charge lien or encumbrance (or agreement to grant any such) over the whole or any part
of the undertaking property or assets of the Company

The assets owned by the Company comprise all the assets necessary for the continuation
of the businesses of the Company as now carried on

The Company’s stock 1n trade 1s 1n good condition
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45

46

47

48

49

51

5.2

5.3

5.4

61

62

The Company has not purchased any stocks goods or matenals on terms that property
therein does not pass until full payment 1s made or all indebtedness discharged

None of the debtors shown 1n the Accounts has been released or settled for an amount less
than that shown 1n the Accounts and all debts due to the Company at Completion will be
good and recoverable

The net asset value of the Subsidiary shall not be less than RMB 103 million

All necessary licences consents permits and authorities (public and private) have been
obtained by the Company to enable the Company to carry on 1ts business effectively 1n
the places and 1n the manner in which such business 1s now carried on and all such
hcences consents permits and authorities are valid and subsisting and the Warrantors
know of no reason why any of them should be suspended cancelled or revoked

No substantial customer or supplier of the Company has during the twelve months
preceding the date of this agreement ceased or indicated an intention to cease trading with
or supplying to the Company or 1s likely to reduce substantially its trading with or
supplies to the Company

Litigation

Neither the Company nor any person for whose acts or defaults the Company may be
vicariously liable 1s mvolved 1n any civil criminal or arbitration proceedings as claimant
or defendant and no such proceedings are pending or threatened against the Company or
any such person and there are no facts likely to give rise to any such proceedings

The Company 1s not subject to any order or judgment given by any Court or
governmental agency and has not been a party to any undertaking or assurance given to
any Court or governmental agency which 1s still in force

There is no dispute with any revenue or other official department in the United Kingdom,
the People's Republic of China or elsewhere 1in relation to the affairs of the Company and
there are no facts which may give nise to any such dispute

There are no claims pending or threatened or capable of arising against the Company by
an employee or worker (as defined in paragraph 20 | below) or third party in respect of
any acctdent or injury which are not fully covered by insurance

Insurances

All insurance 1s currently tn full force and effect and nothing has been done or omitted to
be done which could make any policy of insurance void or voidable or which could result
In an increased premium becoming payable, and none of the policies 1s subject to any
special or unusual terms or restrictions or to the payment of any premium 1n excess of the
normal rate

No claim 1s outstanding or may be made under any such policy and no circumstances
exist which could or might give rise to any such claim.
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72

81

82

91

9.2

Confidential Information

The Company 1s not a party to any confidentiality or other agreement and not otherwise
subject to any duty which restricts the free use or disclosure of information relating to the
Company or 1ts business

Other than 1n the normal course of business, the Company has not disclosed or permitted
to be disclosed or undertaken or arranged to disclose to a person other than the Buyer and
its professional advisers any information of a confidential nature relating to the Company
or 1ts business including but not imited to Know-how, trade secrets, price lists or hsts of
customers or suppliers.

Competition Unfair Trade and Restrictive Practices
So far as the Warrantors are aware

no agreement or arrangement to which the Company 15 a party or practice engaged in by
the Company

811 1s or requires to be registered in accordance with or contravenes the provisions
of any law relating to the restrictive trade practices or competition and the
Company is not in default or in contravention of the provisions of any of those
laws,

8§12 infringes any anti-trust or similar legislation n any junsdiction in which the
Company or any member of the Group has assets or carries on or intends to
carry on business or where 1ts activities may have an effect,

8.13 1s registerable unenforceable or void or renders the Company or any other
member of the Group hable to civil criminal or administrative proceedings by
virtue of any anti-trust or similar legislation 1n any junsdiction in which any
member of the Group has assets or carries on or intends to carry on business or
where 1ts activities may have an effect; and

the Company has not given an undertaking nor 1s 1t subject to any order of or
investigation by nor has it received any request for information from any court or
governmental authority (including without limitation any national competition authority)
under any anti-trust or similar legislation 1n any jurisdiction 1n which any member of the
Group has assets or carries on or intends to carry on business or where 1ts activities may
have an effect

Material Contracts

The description of the principal contracts in the Due Diligence Reports are true and
accurate and the aggregate liability of the Company under all the contracts of the
Company not described 1n the Due Diligence Reports will not exceed £500,000 and no
such contract has an unexpired term of more than 12 months or may not be terminated by
the Company giving more than 12 months' notice,

The Company is not a party to
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93

94

95

96

921 any power of attorney or any authority (express or imphed) by which any
person may enter mnto any contract or commitment to do anything on behalf of
the Company (other than to its employees to enter into routine trading contracts
in the normal course of their duties),

922 any agreement licence or arrangement which 1s hable to be terminated by
another party or under which rights of any person are hable to arise or be
affected as a result of any change in the control management or shareholders of
the Company or on Completion,

923 any agreement in which any of the Warrantors is interested (directly or
indirectly),
924 any contract or arrangement which is or may be matenal 1n relation to the

business or affairs of the Company or 1s likely to involve the supply of goods
or services the aggregate sales value of which will or might represent more
than 10 per cent of the Company’s turover for the year ended on the Accounts
Date,

925 any agency distributorship marketing purchasing or licensing agreement or
arrangement, or any contract or arrangement which restricts 1ts freedom to
carry on 1ts business in any part of the world in such manner as 1t may think fit,

0.2.6 any arrangement or understanding relating to the management of the
Company’s business the appointment or removal of directors of any company
in the Group the ownership or transfer of ownership or letting of any assets of
the Company or the provision supply or purchase of finance goods services or
other facilities to by or from the Company or in any other respect relating to its
affarrs;

927 any contract or arrangement which restricts its freedom to carry on its business
in any part of the world in such manner as it thinks fit

There 1s no breach of or any invalidity or grounds for a claim against the Company for
breach of contract, determination, rescission, avoidance, or repudiation of any agreement
to which the Company 1s or was a party (whenever signed and whether or not any
provisions of such agreement remain to be performed) or of any allegation of such a
thing

The Company does not have outstanding any bid or tender or sale or service proposal
which 1s substantial in relation to its business or which if accepted would be likely to
result in a loss

Save for any guarantee or warranty implied by law or contained in its standard terms of
business the Company has not given any guarantee or warranty or made any
representation 1n respect of goods or services supplied or contracted to be supphied by 1t
or accepted any lhiability or obligatton that would apply after any such goods or services
had been supplied by 1t

The Company 1s not a party to any agreement or arrangement or under any obligation
under which 1t 1s or may become liable to make any investment (as defined in the
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10

101

11

111

112

12
121

122

123

12.4

13

14

Financial Services and Markets Act 2000) with, or to deposit any money with, or to
provide any loan or financial accommodation or credit (other than normal trade credit) to
any person ot to subscribe convert acquire dispose of or underwrite any investment

Grants

The Company has not during the last 6 years apphed for or received any grant,
allowance, and or subsidiary from any supranational, national or local authonty or
government agency

Loans

No loan made by the Company has been made in breach of either the Companies Acts or
any other statute

The Company has not lent any money which has not been repaid to 1t and does not own
the benefit of any debt other than a debt arising in the ordinary course of its business

Bank Accounts and Indebtedness

Since the date of a statement of the credit or debit balance as at the close of business on a
date being not more than seven days prior to the date of this agreement no payment out of
any of the accounts has been made other than routine payments 1n the ordinary course of
trading and the present balances are not substantially different from those shown in the
statement

No Warrantor nor the Company has done anything whereby the continuance of all
overdraft loan and other financial facilities might be affected or prejudiced and no notice
has been received from any lenders requiring repayment or intimating the enforcement of
any security, and there are no circumstances likely to give rise to any such notice

Save for the borrowings referred to in paragraphs 151 and 152 the Company has no
outstanding loan capital nor has 1t incurred any indebtedness which 1t has not repaid or
satisfied nor has factored any of its debts

The Warrantors are of the opinion, having made due and careful enquiry, that, having
regard to existing bank and other facilities the Company has adequate working capital to
enable it to continue to carry on 1ts business in its present form and at its present level of
turnover for the period of twelve months after Completion and for the purposes of
executing carrying out and fulfilling 1n accordance with their terms all orders projects and
contractual obligations which it has commenced to execute and carry out or which are
binding on 1t

Insolvency
The Company 1s not the subject of any kind of insolvency procedure in any junisdiction
Condition of Assets

A complete and accurate record of the plant and machinery, equipment and vehicles
owned or possessed by the Company has been provided to the Seller
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15 Sureties

No person other than the Company has given any guarantee of or secunty for any current
overdraft loan or loan facility granted to the Company.

16 Compliance with Laws

16 1 The Company has complied and conducted its business in all material respects 1n
accordance with all applicable laws and regulations of the People's Republic of China and
any other country 1n which the Company conducts business and there 1s no violation of or
default with respect to any statute regulation order decree or judgment of any Court or
any governmental agency of the People's Republic of China or any other country in
which the Company conducts business which may have a matenal adverse effect upon
the assets or business of the Company and neither the Company nor any of 1its officers
agents or employees (during the course of their duties in relation to the Company) has
committed or omitted any act or thing the commuission or omission of which could give
rise to any fine penalty default proceedings or other hability on its part

162 The Company has not manufactured sold or provided any product or service which does
not comply with all applicable laws regulations or standards or which 1s defective or
dangerous or not 1n accordance with any representation or warranty express or implhed
given 1n respect of 1t

163  The Company has duly complied with all relevant requirements of any data protection
legislation in the People's Republic of China or any other country in which the Company
conducts business and has received no notice or allegation from either the governmental
or other authonty administering such legislation or a data subject alleging non-
compliance with the said legislation or prohibiting the transfer of data and no individual
has claimed or will have the night to claim compensation from the Company for loss or
unauthorised disclosure of data.

17 Employees

171  No person 1s employed or engaged by the Company (including consultants and other self-
employed individuals ("workers") whether under a contract of service or contract for
services) at the date of this agreement other than the Employees and all the Employees
are engaged wholly or mainly by the Company and are employed directly by the
Company

172  All of the employment contracts relating to the Employees are executed legally and 1n
accordance with Chinese laws

173  Except as provided for in this agreement, the Company has not made any representations
or statements to any Employee in relation to this agreement or 1ts consequences

174  The Company does not recognise any trade union in respect of the Employees

175 There 1s no current litigation, arbitration, mediation, conciliation, expert determmation,
adjudication or other dispute resolution process between the Company and/or the
Subsidiary and any Employee or former Employee and none 1s expected or pending
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177

22 10

18

18.1

182

183

19

191

192

193

The Company is not engaged or involved in any dispute (including industnal dispute),
claim or legal proceedings with any of the Employees (whether threatened or existing or
anticipated) except as detailed in the Seller’s Disclosures and as referred to 1n 20 7 above

Except for the Key Employees (and save as set out in the Admission Document) the
Company is not proposing to introduce any scheme where the Employees would be
entitled to acquire shares in the Buyer.

The Company has not termunated or given or received notice to terminate the
employment of any of the Key Employees and no Key Employee 1s entitled or intends or
1s likely to terminate such employment or engagement as a result of the parties entering
into this agreement.

Properties

Section Part Il of the Due Diligence Report regarding the Properties of the Subsidiary
and addressed, inter alia, to the Buyer s true and accurate in all matenal respects and
there 1s no other material fact or matter relating to occupation of the Properties which has
been omitted from the Legal Due Diligence Report

The Subsidiary has fully paid the consideration for the acquisition of the approximately
14,700 sq m plot of land which 1s the subject matter of the land assignment agreement
dated 12 July 2007 made between the Subsidiary and Administration Commuttee of High-
tech Industnial Zone of Linyr Mumcipal People's Government at South Side, West of
Double Moon Lake Road, Liny1 High-tech Industrial Development Zone, Liny1 City,
Shandong Province, PRC and the land use certificate for the said land is currently being
processed and there are no legal obstacles to procurement of such land use certificates

Save as and to the extent disclosed in the Due Diligence Report, none of the Properties 1s
subject to any other Encumbrances

Environmental Matters

The Company 1s and has been in compliance in all material respects with all applicable
Environmental Law and the terms of all Environmental Licences The Company has not
received written notice or communication that it may be in violation of any
Environmental Law 1n any material respect or that any Environmental Licence may be
subject to modification or revocation

The Company and 1ts directors managers officers or members of a body responsible for
its management have never been convicted of an offence under Environmental Law nor
are there are current or pending crimnal or civil proceedings aganst the Company or any
of 1ts officers under Environmental Law and there are no facts likely to give nise to any
such proceedings

The Company has never received any notification official or otherwise under
Environmental Law requiring it to take or refrain from taking any action nor is 1t under
any investigation or enquiry in relation to any matters concerning the environment or
Environmental Matters by any local government authority inspectorate government or
quasi-governmental organisation or any authority having competence or responsibility for
Environmental Law.
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20.1

202
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205

20.6

207

The Company has not caused permitted or suffered any pollution contamination release
deposit discharge or emission whatsoever which has damaged or presents a threat to the
environment or which has given or could give rise to any action claim or hability against
the Company under Environmental Law or has given nise to a public protest or complaint
against the Company in relation to Environmental Law or the environment by any person
or body of persons

The Company owns controls or possesses no substance contaminant or pollutant on any
of 1ts land or property which if emitted discharged or released into the environment
would breach any Environmental Law or Environmental Licences

The Company 1s not aware nor has 1t received any notification or informal indication that
Environmental Licences which 1t does not now hold will be required now or 1n the future
in order for it to continue its business as hitherto carried on

The Company has made no complaints nor experienced any pollution or contamination
from any person nor has it any grounds to issue any such complaint

General

The Acquisition of the Sale Share by the Buyer will not cause the Company to lose the
benefit of any right allowance or grant or privilege it presently enjoys or cause any
person who normally does business with the Company not to continue to do so on the
same basis as previously and the attitude and custom of clients customers suppliers
employees and other persons with regard to the Company will not be prejudicially
affected thereby

There are no loans outstanding from the Company to any past or present shareholder or
director of the Company or any Connected Person nor are there any loans outstanding
from any such shareholder director or Connected Person to the Company

There is not and during the six years immediately preceding Completion has not been any
contract or arrangement to which the Company and any such shareholder director or
Connected Person are or were parties or in which any such shareholder director or
Connected Person thercof was nterested in addition to the Company (a "Related Party
Contract")

Save for any Related Party Contract, there 1s not nor has there been in the last three years
any contract or arrangement to which the Company 1s a party which 1s not of an entirely
arms length nature and which has affected or may affect the profits or financial position
of the Company

Duty has been paid on all documents which in any way affect the right, title or interest of
the Company 1n or to any of its property undertaking or assets or to which the Company
1s a party and which attract duty

The Company does not use on 1ts letterhead books or vehicles, or otherwise carry on its
business under, any name other than its corporate name.

The Company does not have any of its records systems controls data or information
recorded stored maintained operated or otherwise wholly or partly dependent on or held
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212
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by any means (including any electronic mechanical or photographic process whether
computerised or not) which (including all means of access thereto and therefrom) are not
under the exclusive ownership and direct control of the Company

Subsidiaries and Branches

The particulars of the Subsidiary of the Company set out 1n Part 2 of Schedule 2 are true
and complete and the entire registered capital of the Subsidiary 1s wholly held and owned
by the Company free from any claims charges hiens encumbrances or equities and with all
rights now or hereafter attaching thereto

The Subsidiary of which basic information 1s given in Part 2 of Schedule 2 1s a wholly
owned subsidiary of the Company and its results are consolidated in the consolidated
financial statements which form part of the Accounts

No Group Company has any interest in the share capital of any other body corporate
which is not a member of the Group

No member of the Group acts or has carried on business 1n partnership with any other
person or 1s a member (otherwise than through the holding of share capital) of any
corporate or unincorporated body or holds or is liable on any share or security which 1s
not fully paid up or which carnied any liability

No member of the Group has outside the People's Republic of China any branch agency
place of business or permanent establishment

The Company has no subsidianies other than the Subsidiary and no Associated Company
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10

SCHEDULE 3
Part 2 - The Buyer Warranties - Clause 6

The Buyer has all necessary nights, powers and authority to enter into and perform 1its
obligations under this agreement and each document to be executed at or before
Completion.

The Buyer is a company duly incorporated and existing under the laws of England and
Wales

This agreement constitutes the Buyer's legal, vahd and binding obligations enforceable
against 1t 1n accordance with its terms and the Buyer 1s enutled absolutely and
unconditionally to 1ssue the Consideration Shares to the Seller on the terms set out 1n this
agreement

So far as the Buyer 1s aware, the entry into and performance by the Buyer of this
agreement does not and will not violate in any matenal respect any law or regulation or
any agreement to which 1t 1s a party

All material consents, hcences, approvals and authorisations required by the Buyer in
connection with this agreement and the transactions contemplated hereby have been
obtained and are 1n full force and effect

Except as set out in the Admission Document, no person has the rnight (whether
exercisable presently or in the future and whether contingent or not) to call for the 1ssue
of any share or debenture of the Buyer or to convert any securities nto shares or
debentures, or shares or debentures of a different class 1n the Buyer and the Buyer has not
entered into any contract or commitment to 1ssue any such shares or debentures

Subject to the passing of the Resolutions, there 1s no regulation of the Buyer that would
prevent or obstruct the admission of the shares of the Buyer to trading on AIM following
Completion

The current memorandum and articles of association of the Buyer (a copy of which has
been supplied to the Seller) is complete and fully sets out all of the rnights and restrictions
attaching to each class of shares and loan capital of the Buyer.

The Buyer has complied 1n all material respects with all provisions and requirements of
the Companies Acts as are or have been 1n force and all returns, particulars, resolutions
and other documents, including accounts, required under any such legislation to be
delivered on behalf of the Buyer to the Compantes Registry or to any governmental or
other competent authonty have been properly made and delivered

The registers of shareholders, warrantholders and further subscription rights holders and
other statutory books and records of the Buyer have been properly kept, are up to date and
contain a true, accurate and complete record of all the matters which are required to be
dealt with therein and the Buyer has not received any application or request for
rectification of any such registers and all such registers, books and records which are 1ts
property are in the possession of the Buyer or are under 1ts control
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The Buyer Financial Statements

have been properly prepared in accordance with policies, principles and practices
generally accepted in the United Kingdom at such date for companies carrying on a
similar business to that of the Buyer and all other legislation and regulations applicable
thereto,

have been prepared under the historical cost convention,

give a true and fair view of the state of affairs of the Buyer as at and for the period ended
on the date to which they were prepared, and

are not affected by any unusual or non-recurring items

Neither the Buyer nor any person for whose act or defaults it may be contractually or
vicariously liable 1s involved (whether as claimant, defendant or otherwise) 1n any civil,
criminal, tribunal, arbitration, administrative or other proceedings n relation to the Buyer

No civil, criminal, tribunal, arbitrations, administrative or other proceedings in relation to
the Buyer or any person for whom the Buyer might be vicariously liable have been served
on or notified to the Buyer and so far as the directors of the Buyer are aware (having
made all due and reasonable enquiries) there are no facts or circumstances likely to result
In any such proceedings

There 1s no outstanding or unsatisfied judgement, decree, order, award or decision of a
court, tribunal, arbitrator or governmental agency against the Buyer and nor 1s 1t party to
any undertaking or assurance given to a court, tribunal or any other person 1n connection
with the determination or settlement of any claim or proceedings

The Buyer has never had any employees

Save as regards this agreement and the agreements referred to in the Admission
Document, the Buyer has entered into no oral or written contracts, agreements or
arrangements since incorporation

The Buyer does not currently have any material liabilities other than as disclosed 1n the
Admission Document

The Buyer has no legal or beneficial interest 1n, and has never had any legal or beneficial
interest 1n, any freehold or leasehold property and the Buyer does not occupy and has
never occupied any such property

The Buyer does not have or participate in and has never had or participated in any
pension scheme

Other than as disclosed in the Admission Document, the Buyer has no outstanding
liability to pay, nor has 1t at any time incurred any liability to pay, Tax (as defined in
Schedule 5 of this agreement) and all notices, reports, disclosures, accounts,
computations, statements, assessments, registrations, de-reglstratlons and any other
information which ought to have been made or supplied by or in respect of the Buyer for
the purposes of any Taxation (as defined 1in Schedule 5 of this agreement) have been
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made or supplied on a proper basis, were punctually submitted, were accurate and
complete when submitted and remain accurate and complete and are not the subject of
any dispute, enquiry or investigation with any Taxation Authority (as defined in Schedule
5 of this agreement) and there are no present circumstances which are likely to give rise
to any such dispute, enquiry or investigation.

21 The Buyer is not the holder or beneficial owner of any shares or securities of, or of any
other interest 1n, any undertaking (whether incorporated or unincorporated and whether in
the United Kingdom or elsewhere) and has not agreed to acquire any such shares,
securities or interest other than pursuant to this agreement.

The Admission Document

22 The Admission Document contains all matenial written information in respect of the
Buyer, 1ts business and affairs required by AIM, the AIM Rules and all other relevant
statutes and governmental regulations 1n the United Kingdom

23 All statements contained in the Admission Document relating to the Buyer, its business
and affairs are true and accurate in all matenal respects and are not misleading n any
material respect

24 All written statements, forecasts, estimates and expressions of opinion, intention and
expectation contained 1n the Admission Document and relating to the Buyer, 1ts business
and affairs are fairly and honestly given, expressed or held and have been made after due
and proper consideration
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31

5.1

SCHEDULE 4
Part 1 - Warrantors’ Limitations on liability under the Seller Warranties
Fraud

Nothing i this Schedule shall have the effect of excluding, limiting or restricting any
hability of the Warrantors or Mr Ang in respect of a Seller Claim arising as a result of
fraud or dishonest conduct by any of the Warrantors or Mr Ang.

Cap on liability

The maximum aggregate liability of the Warrantors or Mr Ang 1n respect of all and any
Seller Claims (excluding costs, expenses and interest) under the Seller Warranties shall
not exceed

211 prior to the date of allotment and 1ssue by the Buyer to the Warrantors of such
number of Qutstanding Consideration Shares (if any) as may be due to them
pursuant to Clause 8, the amount of £7,395,000, and

212 on and from the date of allotment and 1ssue by the Buyer to the Warrantors of
such number of Outstanding Consideration Shares (1f any) as may be due to them
pursuant to Clause 8, an amount equal to the sum of (1) £7,395,000 and (n) the
product of the number of Qutstanding Consideration Shares allotted and 1ssued to
the Warrantors pursuant to Clause 8 multiplied by £0 75 (75 pence)

Time limits for making Claims

No Seller Claim may be made against the Warrantors or Mr Ang unless written notice of
such Seller Claim 1s served on the Warrantors or Mr Ang giving reasonable details of the
Seller Claim-

311 in the case of a Seller Claim under the Seller Warranties 1n Schedule 5 on or
before the date that is the seventh anniversary of Completion, and

312 1n the case of any other Seller Claim on or before the date that 1s three months
after the announcement of the audited consolidated results of the Buyer and 1ts
subsidiaries for the year ending 31 December 2010

Commencement of Proceedings

Any Seller Claim (if 1t has not been previously satisfied, settled or withdrawn) shall be
deemed to have been withdrawn unless legal proceedings in respect of 1t have been
commenced by both being 1ssued and validly served within six months of notification to
the Seller pursuant to paragraph 3

Threshold and de minimis

The Warrantors and Mr Ang shall not be liable 1n respect of any Seller Claim unless the
aggregate liability for all Seller Claims exceeds £35,000 (the "Threshold") in which case
the Warrantors and Mr Ang shall be liable for the entire amount and not merely the
excess
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52 in calculating liability for Seller Claims for the purposes of paragraph 5 1 above where
applicable, any Seller Claim which 1s less than £10,000 {excluding interest, costs and
expenses) shall be disregarded

6 Contingent claims

[f any Seller Claim is based upon a hability which is contingent only, the Warrantors and
Mr Ang shall not be hable to make payment unless and until such contingent hability
gives rise to an obligation to make a payment This 1s without prejudice to the right of
the Buyer to give notice of the Seller Claim 1n accordance with paragraph 4 and to 1ssue
and serve proceedings 1n respect of it whilst 1t remains contingent For the avoidance of
doubt, the fact that the liability may not have become an actual hability by the relevant
date provided in paragraph 4 shall not exonerate the Warrantors 1n respect of any Seller
Claim properly notified before that date

7 Right to remedy

The Warrantors and Mr Ang shall not be hable for any claim if the alleged breach which
is the subject of the Seller Claim 1s capable of remedy and 1s remedied to the satisfaction
of the Buyer acting reasonably by the Warrantors and Mr Ang within 60 days of the date
on which the notice in paragraph 4 above is received by the Warrantors and Mr Ang or, 1f
the Nominated Adviser informs the Buyer in writing that 1t considers that granting the
Warrantors and Mr Ang such a 60 day grace period would prejudice the admission of the
Ordinary Shares to trading on AIM, then the Warrantors and Mr Ang shall not be hable
for any claim 1f the alleged breach which 1s the subject of the Seller Claim 1s capable of
remedy and is remedied to the satisfaction of the Buyer acting reasonably by the
Warrantors and Mr Ang within such period after the date on which the notice in
paragraph 4 above 1s received by the Warrantors and Mr Ang as 1s specified in writing by
the Nominated Adviser

8 Satisfaction of Seller Claims

81 Within 5 Business Days of the amount of the hability of the Warrantors for a Seller Claim
being agreed or 1f no such agreement 1s reached within 5 Business Days of final
determinatton by a court of competent jurisdiction (tn this schedule, the "Settlement
Period"), the agreed amount shall (without prejudice to any other rights and remedies
available to the Buyer at any time} be satisfied from

811 the proceeds of the sale of the Qutstanding Consideration Shares pursuant to this
paragraph 8 where the Settlement Period occurred before the Outstanding
Consideration Shares were allotted to the Warrantors (in this schedule, the
"Broker Sale"), and/or

8 12 amounts provided in cash by the Warrantors,

and for the avoidance of doubt it shall be at the Buyer’s sole election, subject always to
the provisions of paragraph 8 5 below, as to whether the agreed amount 1s satisfied from
the Broker Sale or directly from the Warrantors or all or any of the same in such
proportions as they shall between them agree

82 At Completion, the Seller shall deliver or procure delivery to the Broker of*
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821 ten undated stock transfer forms signed by the Warrantors transferring the
Outstanding Consideration Shares,

822 a letter in the Agreed Form signed by the Warrantors instructing such Broker to
sell some or all of the Qutstanding Consideration Shares (if such are allotted to
the Warrantors pursuant to Clause 8) in accordance with the provisions of this
agreement and to pay the proceeds of sale (net of the expenses of such sale and
the Broker’s best estimate of the tax payable by the Warrantors on such sale(s)) to
the Buyer in reduction of the Warrantors' liability to the Buyer for a Seller Claim
(the "Broker Instruction Letter"), and

8.2.3 such further documents or information as the Broker may require to enable 1t to
dispose of such Outstanding Consideration Shares on behalf of the Warrantors
and deal with the proceeds of sale in accordance with this provisions of this
agreement,

so that in the event the Buyer elects to satisfy any liability of the Warrantors (in full or in
part) by way of a Broker Sale, the Broker can sell, for the benefit of the Warrantors, such
number of Qutstanding Consideration Shares as the net proceeds of sale of which when
sold 1 the market over a period of not more than four weeks will be equal to the
Warrantors' liability (or, if the net proceeds of sale are less than the Warrantors' hability,
then all of such shares) to the extent that such lLiability has not already been satisfied (if at
all) The Buyer shall procure that the Broker sells such Outstanding Consideration Shares
at the best price reasonably obtainable but, subject to this, the Broker shall be authorised
to sell such shares in such manner, in such tranches and at such times, consistent with
maintenance of an orderly market, as the Broker, 1n its absolute discretion thinks fit over
such period of 4 weeks

83 If the proceeds of sale pursuant to paragraph 8 2 of any Consideration Shares 1s greater
than the lLiability for the Seller Claim then, within 5 Business Days of the last of such
sales, the Buyer shall pay the Warrantors any such surplus

84 If the Broker does not sell all the Qutstanding Consideration Shares, the Buyer shall
procure the delivery to the Warrantors of balancing certificates for their respective
remaining Outstanding Consideration Shares and the Buyer shall procure the delivery to
the Warrantors of any unused stock transfer forms delivered pursuant to paragraph 8 2 1
in each case within 5 Business Days of the last of any sale of Outstanding Consideration
Shares under paragraph 8 2.

8.5 For the avoidance of doubt, nothing in this agreement shall prevent the Warrantors from
being entitled to discharge the liability for a Seller Claim by making a cash payment to
the Buyer. Any such election, which shall be at the sole option of the Warrantors, shall be
made by notice in writing to the Buyer

851 within the Settlement Period,

8 52 specifying the Liability for the Seller Claim that the Warrantors wish to discharge
in cash, and

8.53 enclosing a banker’s draft for the requisite sum made payable to the Buyer
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9.1

92

10
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102
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112

113

It is agreed and acknowledged by the Buyer that 1f the proceeds of sale of the Outstanding
Consideration Shares of the Warrantors (1f any) 1s less than the hability for a Seller Claim
then the Warrantors shall be liable to immediately discharge the balance of such habihty
by making a cash payment to the Buyer and/or by using the Wang Payment

The rights and remedies of the Buyer under this paragraph 8 are without prejudice to any
other rights and remedies available to it at any time

Provisions, changes in legislation

The Warrantors shall not be liable for any Seller Claim to the extent that the subject of the
Seller Claim 1s provided for, noted or reserved 1n the Accounts

The Warrantors shall not be Liable for any Seller Claim to the extent that the Seller Claim
arises or the Warrantors shall not be liable for the increase in size of a Seller Claim as a
result of

921 the passing of, or a change 1n, a law or regulation occurring on or after the date of
Completion whether or not having retrospective effect,

922 any increase in rates of Taxation (as defined in Schedule 5 of this agreement)
since Completion,

923 wholly from an act or omission occurring at the written request of or with the
prior written consent of the Buyer,

924 changes after Completion in the accounting policies, principles, methods,
practices or bases adopted by, or applied in relation to the Company or other
change in the way 1n which values assets or liabilities or prepares, presents or
compiles any accounts or tax returns made with the consent of the Buyer

Mitigation

The Buyer shall take all reasonable steps to mitigate the Warrantors’ and Mr Ang's
liability 1n respect of any Seller Claim

Nothing 1n this Schedule restricts the general obligation on the parties at law to mitigate
loss or damage

Third party claims

The Buyer shall promptly notify the Warrantors in writing 1f 1t becomes aware of any
claim or potential claim from a third party which might result in the Buyer bringing a
claim against the Warrantors (1n this Schedule, a "Third Party Claim")

The Warrantors shall within 14 days of having received the notice referred to in
paragraph 11.1 inform the Buyer in writing whether or not the Warrantors wish to
conduct the defence of the Third Party Claim If the Warrantors fail to give notice, they
shall be deemed to have declined to conduct the defence of such Third Party Claim

[f the Warrantors elect to conduct the defence of a Third Party Claim.
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1131 the Buyer and the Company shall at the written request of the Warrantors take
such lawful action as the Warrantors may reasonably request to avoid, dispute,
resist, appeal, compromise or defend the Third Party Claim, subject to the
relevant company being specifically indemmfied and secured to its reasonable
satisfaction against any costs, loss or expense which 1t or any of them may
thereby incur; and

11.3 2 the Warrantors shall from time to time and forthwith upon the request of the
Buyer keep the Buyer fully informed of its conduct of and any negotiations
relating to the defence of such Third Party Claim

114 If the Warrantors elect not to conduct the defence of any Third Party Claim (or are
deemed not to have so elected), the Buyer or the Company may take such action as the
Buyer sees fit with regard thereto provided that, although the Warrantors shall not be
deemed to have admitted any liability with regard thereto, the hability of the Warrantors
to the Buyer or the Company with regard thereto shall not be dimimished or extinguished
(as the case may be) on the grounds that the Buyer or the Company took or ought to have
taken or omitted to take any action with regard to such Third Party Claim

115 Neither the Buyer nor the Company shall be under any obligation to allow the Warrantors
to conduct the defence of a Third Party Claim 1f, in the Buyer’s reasonable opinion, such
conduct would matenially prejudice the business interests or reputation of the business of
the Buyer or of the Company or any of its subsidiaries

116 For the avoidance of doubt, it is agreed that the provisions of Clause 9 of this agreement
(the Warrantors’ Dealings with Buyer after Completion) shall apply to any decisions
taken by the Buyer under this paragraph 11

12 No double recovery

The Buyer shall not be entitled to recover from the Warrantors more than once for the
same damage suffered

13 Recovery from third parties

If the Warrantors pay to the Buyer an amount pursuant to a Seller Claim and the Buyer or
the Company subsequently recovers from a third party an amount which is referable to
that Seller Claim, the Buyer shall (or, as appropriate, shall procure that the Company
shall) repay to the Warrantors so much of the amount paid by the Warrantors as does not
exceed the amount recovered from the third party, less all proper and reasonable expenses
mcurred by the Buyer or the Company in obtaining that payment and in recovering that
amount from the third party

14 Other Savings or Benefits

The Warrantors shall not be hable in any respect of any Seller Claim for any losses
suffered by the Buyer to the extent of any corresponding savings by or net benefit to the
Buyer or the Company In calculating the liability of the relevant Warrantor for any
breach of this agreement, there shall also be taken into account the amount (if any)} by
which any Taxation for which the Buyer or the Company would otherwise have been
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accountable or liable to be assessed 1s actually reduced or extinguished directly as a result
of the matter giving rise to such hability
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SCHEDULE 4
Part 2 - Buyer’s Limitations on liability under the Buyer Warranties
Fraud

Nothing n this Schedule shall have the effect of excluding, limiting or restricting any
hability of the Buyer in respect of a Buyer Claim arising as a result of fraud or dishonest
conduct by the Buyer

Cap on liability

The maximum aggregate liability of the Buyer in respect of all and any Buyer Claims
under the Buyer Warranties shall not exceed £2,000,000.

Time limits for making Claims

No Buyer Claim may be made against the Buyer unless written notice of such Buyer
Claim is served on the Buyer giving reasonable details of the Buyer Claim on or before
the date that 1s three months after the announcement of the audited consolidated results of
the Buyer and its subsidiaries for the year ending 31 December 2010

Commencement of Proceedings

Any Buyer Claim (if it has not been previously satisfied, settled or withdrawn) shall be
deemed to have been withdrawn unless legal proceedings in respect of it have been
commenced by both being 1ssued and validly served within 6 months of notification to
the Buyer pursuant to paragraph 3

Threshold and de minimis

The Buyer shall not be Liable 1n respect of any Buyer Claim unless the aggregate liability
for all Buyer Claims exceeds £50,000 (the "Threshold") in which case the Buyer shall be
liable for the entire amount and not merely the excess

In calculating hability for Buyer Claims for the purposes of paragraph 5.1 above where
applicable, any Buyer Claim which 1s less than £10,000 (excluding interest, costs and
expenses) shall be disregarded

Contingent claims

If any Buyer Claim 1s based upon a liability which is contingent only, the Buyer shall not
be lable to make payment unless and until such contingent hability gives nse to an
obligation to make a payment. This 1s without prejudice to the right of the Warrantors to
give notice of the Buyer Claim in accordance with paragraph 3 and to 1ssue and serve
proceedings in respect of it whilst 1t remains contingent For the avoidance of doubt, the
fact that the liability may not have become an actual liability by the relevant date
provided 1n paragraph 3 shall not exonerate the Buyer in respect of any Buyer Claim
properly notified before that date
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82

91

92

10
10.1

102

103

Right to remedy

The Buyer shall not be hable for any claim if the alleged breach which 1s the subject of
the Buyer Claim 1s capable of remedy and 1s remedied to the satisfaction of the
Warrantors acting reasonably by the Buyer within 60 days of the date on which the notice
in paragraph 3 above is received by the Buyer

Provisions, changes in legislation

The Buyer shall not be liable for any Buyer Claim to the extent that the subject of the
Buyer Claim 1s provided for or reserved in the unaudited management accounts of the
Buyer for the year ended 31 July 2008

The Buyer shall not be liable for any Buyer Claim to the extent that the Buyer Claim

arises or the Buyer shall not be liable for the increase in size of a Buyer Claim as a result
of

821 the passing of, or a change 1n, a law or regulation occurring on or after the date of
this agreement whether or not having retrospective effect,

8.2.2 any increase in rates of Taxation (as defined in Schedule 5 of this agreement)
since the date of this agreement,

823 wholly from an act or omission occurring at the written request of or with the
prior written consent of the Warrantors (or any of them); or

824 changes after the date of this agreement 1n the accounting policies, principles,
methods, practices or bases adopted by, or applied 1n relation to the Buyer or
other change in the way 1n which values assets or habilities or prepares, presents
or compiles any accounts or tax returns made with the consent of the Warrantors

Mitigation

The Warrantors shall take all reasonable steps to mitigate the Buyer's liability in respect
of any Buyer Claim.

Nothing 1n this Schedule restricts the general obligation on the parties at law to mitigate
loss or damage.

Third party claims

The Warrantors shall promptly notify the Buyer in writing 1f they become aware of any
claim or potential claim from a third party which might result in the Warrantors bringing
a claim against the Buyer (in this Schedule, a "Third Party Claim")

The Buyer shall within 14 days of having received the notice referred to in paragraph 10 |
above inform the Warrantors in writing whether or not the Buyer wishes to conduct the
defence of the Third Party Claim If the Buyer fails to give notice, it shall be deemed to
have declined to conduct the defence of such Third Party Claim

[f the Buyer elects to conduct the defence of a Third Party Claim-
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103 1 the Warrantors shall at the written request of the Buyer take such lawful action as
the Buyer may reasonably request to avoid, dispute, resist, appeal, compromise or
defend the Third Party Claim, subject to the Warrantors being specifically
indemnified and secured to their reasonable satisfaction against any costs, loss or
expense which they may thereby incur; and

103 2 the Buyer shall from time to time and forthwith upon the request of the
Warrantors keep the Warrantors fully informed of its conduct of and any
negotiations relating to the defence of such Third Party Claim

104  If the Buyer elects not to conduct the defence of any Third Party Claim (or 1s deemed not
to have so elected), the Warrantors may take such action as the Warrantors see fit with
regard thereto provided that, although the Buyer shall not be deemed to have admitted
any hability with regard thereto, the habihity of the Buyer to the Warrantors with regard
thereto shall not be diminished or extinguished on the grounds that the Warrantors took or
ought to have taken or omitted to take any action with regard to such Third Party Claim

11 No double recovery

The Warrantors shall not be entitled to recover from the Buyer more than once for the
same damage suffered

12 Recovery from third parties

If the Buyer pays to the Warrantors an amount pursuant to a Buyer Claim and the
Warrantors subsequently recover from a third party an amount which is referable to that
Buyer Claim, the Warrantors shall repay to the Buyer so much of the amount paid by the
Buyer as does not exceed the amount recovered from the third party, less all proper and
reasonable expenses mcurred by the Warrantors in obtaining that payment and in
recovering that amount from the third party

13 Other Savings or Benefits

The Buyer shall not be liable in any respect of any Buyer Claim for any losses suffered by
the Warrantors to the extent of any corresponding savings by or net benefit to the
Warrantors In calculating the hability of the Buyer for any breach of this agreement,
there shall also be taken into account the amount (if any) by which any Taxation for
which the Warrantors would otherwise have been accountable or hable to be assessed 1s
actually reduced or extinguished directly as a result of the matter giving nise to such
laability
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SCHEDULE 5

Seller's Tax Covenants and Warranties

Part 1 — Interpretation

1

11

Interpretation

In this Schedule 5

the following expresstons have the following meanings unless inconsistent with the context:

"Accounts Relief" (a)

(®

"Auditors”

"Balance Sheet"

any Relief which was treated as an asset of
the Company 1n the Accounts, and

any Relief which was treated as an asset of
the Company in the Accounts, and any
Relief which was taken into account in
computing (and so reducing or
eliminating) any provision for Tax,
including any provision for deferred tax
which appears 1n the Accounts or which
would have appeared in the Accounts but
for the presumed availabihty of such
Relief

the auditors for the time being of the Company

the audited balance sheet of the Company, as at

the Accounts Date

"Buyer's Group"

the group of companies comprising the Buyer and

any company which 1s for the time being a holding
company of the Buyer or a subsidiary of the Buyer
or of such holding company, and "Buyer's Group
member" means any one of them

"Claim"

a claim by the Buyer involving or relating to Part

2 of this Schedule 5

"Covenantors"

"Dispute"

any dispute,

the Warrantors

appeal, negotiations or other

proceedings 1n connection with a Tax Claim

"Event"

any event, fact or ciwcumstance whatsoever

including but not limited to

(a)
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any transaction, action or OmMmISsiOn
(whether or not the Company 1s party to
it);




"Future Relief"

"Laability to Taxation”
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(b)

(c)

(d)

the earning, receipt or accrual for any
Taxation purpose of any income, profits or
gains,

the incurring for any Taxation purpose of
any loss or expenditure;

the declaration, payment or making of any
dividend or other distribution, the sale and
purchase of the Shares pursuant to this
agreement, and Completion

any Relief which arises wholly or mainly as a
result of any Event which occurs wholly or mainly
after Completion or period commencing after
Completion

(a)

(b)

(©

37

any liability of the Company to make an
actual payment of Taxation (whether or
not the Company 1s primarily so lable
and whether or not the Company has any
right of recovery against any other person
anising from any Event occurring wholly
or mainly before the Completion date),
and

the use by the Company (in whole or in
part) of any Future Relief (including a
Future Relief surrendered to the Company
by another company) or Accounts Relief
to reduce or elimmnate any hability of the
Company to make an actual payment of
Taxation anising from any Event occurring
wholly or mamly before the Completion
date (whether or not the Company is
primanly so liable and whether or not the
Company has any right of recovery against
any other person) in respect of which the
Seller would otherwise have been hable
under paragraph 2, and

the loss by the Company (in whole or in
part) of any Accounts Relief (including an
Accounts Rehef surrendered to the
Company by another company) so far as
such loss results in an actual hability to
Taxation ansing from any Event occurring
wholly or mainly before the Completion
date




"PAYE"

"Relief"

"Saving"

"Seller"

"Taxation”
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the Pay As You Earn system which 1s the
equivalent of the UK System as provided in Part Il
of IT (Earnings and Pensions) Act 2003 1n Hong
Kong and the PRC

(a) any relief, allowance, exemption, set-off,
deduction or credit available from, against
or in relation to Taxation or in the
computation for any Taxation purpose of
income, profits or gains; and

(b) any right to a repayment of Taxation

the reduction or elimination of any hability of the
Company to make an actual payment of income
tax arising on corporate profits in respect of which
the Seller would not have been hable under
paragraph 2, by the use of any Relief ansing
wholly as a result of a Liability to Taxation in
respect of which the Seller has made a payment
under paragraph 2 including for the avoidance of
doubt, any reduction in the Company’s or the
Buyer’s or any members of the Buyer’s Group
hability to pay income tax arising on corporate
profits which anses as a result of or 1n connection
with any liability of the Company to account for
income tax and employees national insurance
contributions under the PAYE system 1n respect of
which the Seller 1s hable under paragraph 2.1 4 of
this Schedule 5

Prime Mega International Limited

(a) any tax, duty, impost or levy, past or
present, of Hong Kong or in the PRC
without limitation, or elsewhere, whether
governmental, state, provincial, local
governmental or municipal, including
income tax (including income tax required
to be deducted or withheld from or
accounted for n respect of any payment},
corporation tax, capital gamns tax,
inheritance tax, customs and other import
or export duttes, rates, stamp duty, stamp
duty land tax, stamp duty reserve tax,
national 1nsurance and social security
contributions, VAT, housing fund
contributions or thewr equivalent in the
case of each of the aforementioned taxes,
whether 1n  Singapore the PRC or

58




12

1.3

14

"Taxation Authority”

"Taxation Statute”

"Tax Claim"

llVATll

elsewhere and "Tax" shall be construed
accordingly, and

(b) any fine, penalty, surcharge, interest or
other imposition (1) relating to any tax,
duty, mmpost or levy mentioned 1n
paragraph (a) of this definition (including
any interest or penalty in respect of the
underpayment of any instalments) or (i)
imposed by any Taxation Authority by
reason of any nsufficiency or defect in
any account, record, form, return or
computation required to be kept,
preserved, maintained or submitted to any
person for the purposes of any such tax,
duty, impost or levy

any authority, whether in Hong Kong, the PRC or
elsewhere, competent to impose, assess or collect
Taxation

any statute (and all regulations and other
documents having the force of law under such
statute) published, enacted, 1ssued or coming into
force on or before the date of this agreement
relating to Taxation

any notice, demand, assessment, letter or other
document issued, or action taken, by or on behalf
of any Taxation Authority and the submission of
any Taxation form, return or computation from
which, 1n either case, it appears to the Buyer that
the Company 1s or may be subject to a Liability to
Taxation or other liability 1n respect of which the
Seller 1s or may be liable under paragraph 2

Value added tax under the Value Added Tax Act
1994 or similar tax levied in a relevant jurisdiction

references to Events include Events which are deemed to have occurred for any Taxation
purpose and references to income, profits or gains earned, received or accrued for any
Taxation purpose mclude income, profits or gains which are deemed to have been earned,
recerved or accrued for any Taxation purpose,

references to the loss of a Relief include the disallowance of a Relief and the failure to
obtain a Relief (whether as a result of the surrender of the Relief to another company or

otherwise),

references to the Company 1n this Schedule, whether express or implied, shall be read and
construed as references to Honour Field International Ltd and the Subsidiary individually
as if the provisions of this Schedule were set out in full n respect of each such company,
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1.6

references to Taxation shall include any stamp duty which 1s charged on any document
save for that referred to in paragraph 4 1 8 hereunder

references to something occurning in the ordinary course of business shall, without
prejudice to the generality thereof, be deemed not to include -

®

(i)

(1)

(v)

)

(v1)

{vi)

(vin)

any Event which results 1n a Liability to Taxation of the Company where such
hability 1s primanly chargeable against or attributable wholly or partly to or
recoverable wholly or partly from any person other than that company,

anything which relates to a transaction or arrangement which includes, or a series
of transactions or arrangements which includes, any step or steps having no
commercial or business purposes apart from the reduction, avoidance or deferral
of a Liability to Taxation,

anything which relates to or involves the making of a distribution for Tax
purposes, the creation, cancellation or re-organisation of share or loan capital, the
creation, cancellation or repayment of any intra-group debt or the Company
becoming or ceasing to be or being treated as ceasing to be a member of a group
of companies or becoming or ceasing to be associated or connected with any other
company for any Tax purposes,

any hability arising from the disposal, acquisition or deemed disposal or
acquisition of any asset other than trading stock,

any hiability ansing as a result of the failure to properly deduct and/or account for
Tax or to comply with the provisions of any Tax legislation or subordinate
fegislation (including regulations) and any act omission or transaction which
gives rise to any fine, penalty, surcharge, interest or other imposition relating to
any Tax,

an acquisition, disposal or supply of assets, goods, services or business facilities
of any kind (including a loan of money or a letting, hiring or licensing of tangible
or intangible property) for a consideration which 1s treated for Tax purposes as
different from the actual consideration which is treated for Tax purposes as
different from the actual consideration, or which gives rise to a Liability to
Taxation on an amount larger than the difference between the sale proceeds and
the value of that asset in the Accounts or, in the case of an asset acquired since the
Accounts Date, the cost of that asset;

anything which relates to or involves the acquisition or disposal of an asset or the
supply of services (including the lending of money or the hiring or hicensing of
intangible property) 1n a transaction which 1s not entered into on arm’s length
terms, or

anything which involves or leads directly or indirectly to a change of residence of
the Company for Tax purposes

Part 2 - Tax Covenant

2

Covenant
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21 Subject to the provisions of this Part 2 of this Schedule 5, the Covenantors covenant on a

Joint and several basis with the Buyer to pay to the Buyer an amount equal to the amount
of

2 1.1 any Liability to Taxation which has arisen or arises as a result of or 1n connection
with any Event which occurred wholly or mamnly on or before Completion or a
period commencing before Completion, whether or not such Liability to Taxation
has been discharged on or before Completion, and

2 1.2 any liability of the Company to make a payment 1n respect of Taxation to any
person which has arisen or arises as a result of or in connection with any Event
which occurred wholly or mainly on or before Completion, whether or not such
liability has been discharged on or before Completion, including any habilhity of
the Company to make a payment in respect of Taxation to any person under any
indemnity, covenant, guarantee or charge entered into by the Company on or
before Completion;

213 any Liabihity to Taxation (including but not limited to income tax and/or
employees’ national nsurance contributions under the PAYE system or
otherwise) 1n each case 1n respect of or by way of reference to the Consideration
whether or not such liability is triggered by the actual or deemed (by a Taxation
Authority) occurrence of an Event wholly or mainly on or after Completion or
otherwise and any additional Liability to Taxation including penalties, fines,
surcharges and/or interest which arises in respect of any such hability,

214 any costs, fees or expenses (including legal costs on a full indemmty basis)
properly and reasonably incurred by the Company or the Buyer in connection
with

(a) any Liability to Taxation or other lability in respect of which the
Covenantors are hiable under any of paragraphs 2 1 1to2 13, or

(b) any Tax Claim or any Dispute, or

(c) taking or defending any action (including but not limited to legal
proceedings) under this Part 2 of this Schedule 5

22 Notwithstanding the generality of paragraph 2 1 the Covenantors covenant on a joint and
several basis with the Buyer to pay to the Buyer an amount equal to the amount of:

2.2 1 any Liability to Taxation which has arisen or arises as a result of or in connection
with any transaction including but not limited to a supply of services or disposal
of assets or the making of loans between the Company and any person including
but not limited to the substitution of an arms length price or market value under
legislation 1n Hong Kong, the PRC, or other jurisdiction

2.22 any Liability to Taxation which has arisen or arises to account for income tax or
national msurance contributions (primary or secondary) and any fines, penalties
and interest relating thereto under the PAYE system or otherwise,
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22,3 any Liability to Taxation which has arisen or anses from the payment of any
royalties or rental payments made by the Company,

224 any Liability to Taxation arising from disposals of, or subscriptions for, any
shares at less than market value,

2 2.5 any Liability to Taxation arising from any underpayment of VAT,

226 any Liabiity to Taxation arising from underpayments of social security
contributions including, without hmitation, retirement fund, unemployment,
medical, pregnancy and vocational injury, and housing fund contributions,

2.27 any Liability to Taxation arising from any dividend payments from the Company
to 1ts shareholders,

228 any Liability to Taxation arising from any reorganisations, share transactions or
other transactions of a similar nature effected on or before the date of this
agreement;

229 any Liability to Taxation arising as a result of certificates for the use of land being
transferred by the Company,

2.2 10 any Liability to Taxation arising in connection with the Company's failure to pay
land use nights transfer fees and other fees and/or penalties payable by that
Company 1n connection with the transfer of any property,

2211 any reasonable costs, fees or expenses incurred by the Company or the Buyer for
a successful claim 1n connection with any Liability to Taxation or other hability 1n
respect of which the Covenantors are hiable under paragraph 2 2.

3 Quantification

For the purposes of paragraph 2 the amount of a Liability to Taxation will be determined
as follows.

31 the amount of a Liabulity to Taxation falling within paragraph (a) of the definition of that
expression 1n paragraph 1.1 will be the amount of the actual payment of Taxation which
the Company 1s liable to make,

32  the amount of a Liability to Taxation falling within paragraph (b) of the definition of that
expression in paragraph 1.1 will be the amount of Taxation saved by the Company as a
result of the use of the Future Relief or Accounts Relief, and

33 the amount of a Liability to Taxation falling within paragraph (¢} of the definition of that
expression 1n paragraph 1.1 will be

3 3.1 the amount of Taxation which would have been saved by the Company but for the
loss of the Accounts Relief on the basis of the rates of Taxation current at the date
of the loss; or

3.3 2 1f the Accounts Relief lost was a night to a repayment of Taxation, the amount of
the repayment of Taxation so lost
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34  the amount of a habulity of the Company to make a payment 1n respect of Taxation will
be the amount of the payment in respect of Taxation which the Company is hable to
make.

4 Exclusions

41 The Covenantors will not be hable under paragraph 2 1 or 2 2 1n respect of a Liabihty to
Taxation of the Company to the extent to which-

4 1.1 such Liability to Taxation was discharged or settled on or before Completion and
the discharge or settlement of such Liabihty to Taxation was reflected in the
Accounts or arose 1n the ordinary course of business since the Accounts Date, or

412 provision or reserve for such Liability to Taxation (other than by way of a
provision or reserve for deferred taxation) was made in the Accounts or the
Liability to Taxation arose 1n the ordinary course of business since the Accounts
Date; or

413 payment has already been made in respect of such Liability to Taxation under this
Part 2 or Part 3 of this Schedule 5, or

414 such Liability to Taxation would not have arisen but for a change in legislation
(including but not limited to an increase in rates of Taxation) or in the published
practice of any Taxation Authority first enacted or announced after Completion,
or

415 such Liability to Taxation would not have arisen but for a voluntary act,
transaction or omission of the Company after Completion

(a) otherwise than pursuant to a legally binding obligation entered into by the
Company on or before Completion or imposed on the Company by any
legislation whether coming into force before, on or after Completon or
for the purpose of avoiding or mitigating a penalty imposable by such
legislation, and

(b) which the Buyer was aware or ought reasonably to have been aware
would give rise to the Liability to Taxation or other hiability in question,
and

(c) otherwise than 1n the ordinary course of business of the Company, and

(d) otherwise than at the written request of the Covenantors whether pursuant
to this agreement or otherwise, or

4 16 such Taxation results from or 1s increased or extended by any change on or after
Completion in

(a) the accounting reference date of the Company, or
(b) any change in the accounting policies or tax reporting practices of the
Company,
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51

52

61

other than a change required to comply with IFRS applicable to the relevant
accounting periods; or

4 1.7 to the extent that such Taxation would not have ansen or would have been
reduced or ehmnated but for the failure or omission by the Buyer or the
Company after Completion (other than at the request of a Covenantor) to make
any election or claim any Relief or give any notice the making, giving or doing of
which was taken into account in computing and so reducing any provision for
taxation which appears in the Accounts and which the Covenantors have given
written notice to the Buyer of the need to make such claim or election to ensure 1t
be made 1n a timely manner,

418 the liability relates to stamp duty or equivalent transaction, recording or
registration Taxation or fees ansing out of the transfer of the Sale Share or
agreement to transfer the Sale Share;

419 the liability would not have arisen but for anything expressly provided to be done
pursuant to this agreement or this Tax Covenant or which 1s otherwise done or
omitted to be done at the written request or with the written consent of the Buyer;

4.1.10 the income profits or gains in respect of which the hability under paragraph 2
above arise were actually earned, accrued or received (and which were not
deemed for the purposes of any Taxation to be earned, accrued or received) by the
Company but were not reflected in the Accounts,

4 111 the hability has been satisfied by the Covenantors (or any of them) by reason of
being hiable for, and having discharged such habihity for, such Taxation under any
relevant statutory provision; or

4112 the hability has been made good or otherwise compensated for at no expense to
the Buyer or the Company

Deductions from payments

Except as required by law all payments by the Covenantors under this Part2 of this
Schedule 5 will be made free and clear of all deductions and withholdings in respect of
Taxation

If any deduction or withholding 1s required by law to be made from any payment by the
Covenantors under this Part 2 of this Schedule 5 or if (1gnoring any available Relief) the
Buyer 1s subject to Taxation in respect of any payment by the Covenantors under this
Part 2 of this Schedule 5, the Covenantors covenant with the Buyer to pay to the Buyer
such additional amount as 1s necessary to ensure that the net amount received and retained
by the Buyer (after taking account of such deduction or withholding or Taxation) 1s equal
to the amount which 1t would have received and retained had the payment 1in question not
been subject to the deduction or withholding or Taxation

Due date for payment

The due date for the making of a payment by the Covenantors under this Part 2 of this
Schedule 5 will be
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6.2

7.1

72

73

74

611 the date falling 7 Business Days before the date on which the Company 1s
required to meet the relevant liability; or

612 1n any case mvolving a hability of the Company to make an actual payment
(whether or not a payment of Taxation), the date falling 7 Business Days before
the last date upon which the payment is required to be made to the person entitled
to the payment, or

613 n any case involving the loss of an Accounts Relief other than the night to
repayment of Taxation, the date falling 7 Business Days before the last date upon
which the payment of Taxation is or would be required to be made 1n respect of
the accounting period in which the Accounts Relief 1s lost.

If any payment required to be made by the Covenantors under this Part2 of this
Schedule 5 1s not made by the due date, ascertained in accordance with paragraph 6 1,
then such payment will bear interest 1n accordance with the terms of Clause 18 14 of this
agreement

Claims procedure

If the Buyer or the Company becomes aware of any matter which may give rise to a Tax
Claim 1t will as soon as reasonably practicable give notice to the Covenantors, provided
that the giving of such notice will not be a condition precedent to the hability of the
Covenantors under paragraph 2.

Subject to paragraph 7 4 and provided that the Covenantors indemnify and secure the
Company, the Buyer and all other members of the Enlarged Group to the reasonable
satisfaction of the Buyer against all losses, costs, damages and expenses (including
interest or surcharge on overdue Taxation) which may be incurred thereby, the Buyer will
procure that the Company, at the Covenantors' cost and expense, takes such action and
gives such information and assistance 1n connection with its Taxation affairs as the
Covenantors may reasonably and promptly request to dispute, appeal against, settle or
compromise any Tax Claim, including applying to postpone (so far as legally possible)
the payment of any Taxation, but not including allowing the Covenantors or their advisors
to undertake the conduct of the Dispute

Subject to paragraphs 7.4 and 7 5, and to compliance by the Covenantors with paragraph
7 2 1n relation to any Dispute, the Buyer will not, and will procure that the Company will
not, without the prior written consent of the Seller's Representative, such consent not to
be unreasonably withheld or delayed

7.3 1 transmit any communication (whether written or otherwise) to any Taxation
Authority,

732 settle or compromise the relevant Tax Claim, or

7 33 agree any matter which 1s likely to affect the amount of the relevant Tax Claim or
any future Liability to Taxation

The Buyer will not be required to take or procure that the Company will take any action
mentioned 1n paragraph 7.2
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75

81

82

92

93

94

741 which it considers to be matenally prejudicial to the business or Taxation affairs
of the Company, the Buyer or any other member of the same group of companies
as the Buyer or on any other reasonable ground; or

742 which involves contesting a Tax Claim beyond the first appellate body (excluding
the Taxation Authority which has made the Tax Claim) in the junisdiction
concerned unless the Covenantors obtain (at the Covenantors’ cost and expense)
the opinion of tax counsel or its equivalent of at least five years’ call that 1t is
reasonable in all circumstances to make such an appeal

If the Covenantors fail promptly (and in any event within 10 Business Days of the Buyer
giving notice requiring the Covenantors to do so) to inform the Buyer of any action which
the Covenantors wish the Buyer to procure the Company to take under paragraph 7 2, the
Buyer will be entitled to procure that the Company settles or compromises any Tax Claim
on such terms as 1t determines in 1ts absolute discretion

Time himit

The Covenantors will not be liable under paragraph 2 in respect of a Liability to Taxation
or other hability of the Company unless within seven years after Completion the Buyer
has given notice to the Covenantors of any Claim whatsoever relating to such Liability to
Taxation or other liability, or of any Event which may give rise to such a Claim

The time limit in paragraph 8 1 will not apply 1n any case involving dishonest, fraudulent
or neghgent conduct on the part of the Covenantors, the Company or any person acting on
behalf of any of the Covenantors or the Company occurring on or prior to Completion

Savings

If (at the Covenantors’ request and expense) the Auditors determine that the Company
has obtained a Saving, the Buyer will offset such Saving against any claim under this
Schedule 5 of which it has given notification to the Covenantors

To the extent that no claim under this Schedule 5 1s outstanding the Buyer will as soon as
reasonably practicable thereafter repay to the Covenantors the lesser of

921 the amount of the Saving (as determined by the Auditors}, and

922 the amount paid by the Covenantors under paragraph 2 in respect of the Liability
to Taxation which gave rise to the Saving less any part of that amount previously
repaid to the Covenantors under any provision of this agreement or otherwise

The Company will be entitled to use in priority to any Relief which gives rise to a Saving
any other Relief available to 1t (including by way of surrender by another company to 1t)
to reduce or eliminate any liability to make an actual payment of corporation tax

The Company will not obtain a Saving until the last date upon which 1t would have been
obliged to make the actual payment of corporation tax which has been reduced or
eliminated in order to avoid incurring interest thereon
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9.5

10

101

102

103

11

112

In determining whether the Company has obtained a Saving, the Auditors will act as
experts and not as arbitrators and their determination will (in the absence of manifest
error) be conclusive and binding on the parties

Recovery from other persons

If the Company recovers from any other person (including any Taxation Authority but
excluding the Buyer and any member of the Enlarged Group) any amount which 1s
referable to a Liability to Taxation or other hability of the Company 1n respect of which
the Covenantors have made a payment under paragraph 2, the Buyer will repay to the
Covenantors the lesser of.

1011 the amount so recovered (less any losses, costs, damages and expenses incurred
by the Company or the Buyer as a result of the recovery of that amount), and

101 2 the amount paid by the Covenantors under paragraph 2 n respect of the Liability
to Taxation or other hiability 1in question less any part of such amount previously
repaid to the Covenantors under any provision of this agreement or otherwise

If the Buyer becomes aware that the Company 1s entitled to recover any amount
mentioned 1n paragraph 10 1, the Buyer will as soon as reasonably practicable give notice
of that fact to the Covenantors and provided that the Covenantors indemnify and secure
the Company, the Buyer and all other members of the Buyer's Group to the reasonable
satisfaction of the Buyer against all losses, costs, damages and expenses which may be
incurred thereby, the Buyer will procure that the Company, at the Covenantors’ cost and
expense, takes such action as the Covenantors may reasonably and promptly request to
effect such recovery

The action which the Covenantors may request the Company to take under
paragraph 10 2 does not include

10 3 1 any action which the Buyer considers to be materially prejudicial to the business
or Taxation affairs of the Company, the Buyer or any other member of the Buyer's
Group or to which the Buyer objects on any other reasonable ground, or

10 3 2 allowing the Covenantors to undertake the conduct of any action necessary to
effect recovery of the amount in question

Corporation Income Tax Returns

Subject to this paragraph 11, the Buyer will have exclusive conduct of all Taxation affairs
of the Company after Completion

The Buyer will procure that the Company keeps the Covenantors fully informed of its
Taxation affairs in respect of any accounting period ended on or prior to Completion for
which final agreement with the relevant Taxation Authority of the amount of Taxation
due from the Company has not been reached and will not submit any correspondence or
submit or agree any return or computation for any such period to any Taxation Authority
without giving the Covenantors a reasonable opportunity to make representations thereon
and without the prior written consent of the Covenantors (such consent not to be
unreasonably withheld or delayed)
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12

12,1

122

The Buyer will procure that the Company does not amend or withdraw any return or
computation or any claim, election, surrender or consent made by the Company 1n respect
of 1ts accounting periods ended on or before Completion without the prior written consent
the Covenantors (such consent not to be unreasonably withheld or delayed)

General

All payments by the Covenantors under this Part 2 of this Schedule 5 will be treated as
repayments by the Covenantors of the Consideration paid for the Shares pursuant to this
agreement, provided that this paragraph 12 will not operate in any way to limit the
liability of the Covenantors under this Part 2 of this Schedule 5.

In the event of any differences in interpretation between the agreement and this Tax
Covenant the construction 1n the Tax Covenant shall prevail

Part 3 - Tax Warranties

13
131

13.2

133

134

14

Returns, records, disputes and clearances

All notices, returns, computations, registrations, information and payments which should
have been made or supplied by the Company for any Taxation purpose have been made
within the requisite pertods and are up-to-date, correct and on a proper basis and none of
them 1s, or so far as the Seller 1s aware 1s likely to be, the subject of any dispute with any
Taxation Authority

The Company 1s not involved in any dispute with any Taxation Authority or has ever
been the subject of any investigation or enquiry by any Taxation Authonty (other than
routine questions), no Taxation Authority has indicated that 1t intends to investigate the
Taxation affairs of the Company and so far as the Covenantors are aware there are no
circumstances which are likely to give rise to any such investigation

All consents and clearances obtained by the Company from any Taxation Authority
remain valid and effective and any transaction for which any such consent or clearance
has been obtained has been carried into effect (if at all) only in accordance with the terms
of the relevant consent or clearance, including the terms of the application for the relevant
consent or clearance

No action has been taken by or on behalf of the Company which has had or 1s likely to
have the result of altering, prejudicing or 1in any way disturbing any dispensations,
concessions, arrangements and agreements (whether formal or informal) negotiated with
or granted by any Taxation Authority.

Penalties and interest

The Company has not within the period of six years ending on the date of this agreement
paid, nor 1s hiable to pay, any fine, penalty, charge, surcharge or interest charged by virtue
of any of the provisions of any Taxation Statute nor are there any circumstances which
are likely to cause the Company to become hable to pay any fine, penalty, charge,
surcharge or interest

\LONLIVE\7121437 6 68




15 Taxation claims, liabilities and relief

151 The Company has sufficient records to fulfil its obligations under all Taxation Statutes
and to enable 1t to make and complete returns for Taxation purposes and to calculate the
Liability to Taxation or relief arising:

15 1.1 1n respect of or by reference to any Event occurring on or before Completion; or
15 1.2 on the disposal of any asset owned by it at Completion.

152 The Company has duly and properly made all Taxation claims, disclaimers, elections and
surrenders and given all notices and consents and done all other things in respect of
Taxation the making, giving or doing of which was assumed to have been made for the
purposes of the Accounts, all such claims, disclaimers, elections, surrenders, notices,
consents and other things have been accepted as valid by the relevant Taxation Authority
and none has been revoked or otherwise withdrawn

153 The Company 1s not, nor will it become, liable to pay, or make reimbursement or
indemnity in respect of, any Taxation (or amounts corresponding to any Taxation)
payable by or chargeable on or attributable to any other person, whether 1n consequence
of the failure by that person (not being the Company) to discharge that Taxation within
any specified period or otherwise, where such Taxation relates to a profit, income or gan,
transaction, event, omission or circumstance arising, occurring or deemed to arise or
occur (whether wholly or partly) on or prior to Completion

16 Distributions and payments

16.1 The Company has deducted and properly accounted to the appropriate Taxation Authority
for all amounts which 1t has been obliged to deduct in respect of Taxation (whether under
PAYE system or otherwise), has compled fully with all reporting requirements relating
to all such amounts and has (where required by the applicable Taxation Statute) duly
provided certificates of deduction of tax to the recipients of payments from which
deductions have been made.

16 2 No rents, interest, annual payments, payments to a present or former director or
employee, or other sums paid or payable by the Company since Completion, or which the
Company 1s under an obligation to pay, will be wholly or partially disallowable as
deductions or charges in computing the profits of the Company for the purposes of
corporate mncome tax

17 Employee benefits

171 The Company has properly operated the PAYE, by making deductions, as required by the
applicable Taxation Statute, from all payments made (including notional payments), or
treated as made, to its directors, employees or officers or former directors, employees or
officers or any persons required to be treated as such, and accounting to the relevant
Taxation Authority for all Taxation so deducted and for all Taxation chargeable on the
Company on benefits provided for 1ts directors, employees or officers, or former
directors, employees or officers.
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18

19

20

201

202

21

211

212

No liability to national insurance contributions or obligation to account for income tax
under PAYE could fall on the Company as a result of any chargeable event before, at or
after Completion 1n respect of securities and interests in securiies made available or
securities options granted to an employee or director prior to Completion

The Company has made all payments of social security contributions, including without
limitation, retirement fund, unemployment, medical, pregnancy and vocational injury and
housing contributions, which 1t is required to make.

Tax avoidance

The Company has not entered into or been a party to any scheme, arrangement or
transaction designed wholly or mainly or containing steps or stages having no commercial
purpose and designed wholly or mainly for the purpose of avoiding or deferring Taxation
or reducing a Liability to Taxation or amounts to be accounted for under PAYE

Stamp duty

All documents which are liable to stamp duty and which confer any right upon the
Company or on which the Company may need to rely have been sufficiently stamped and
no document which confers any right upon the Company or on which the Company may
need to rely and which 1s outside the United Kingdom would attract stamp duty 1f it were
brought into the United Kingdom and there 1s no lability to any penalty in respect of such
duty or circumstances which may give rise to such a penalty.

Residence and offshore interests

The Company 1s and has at all times been resident for Taxation purposes 1n, and only 1n,
the jurisdiction 1n which it was incorporated and is not and has never been treated as
restdent anywhere else at any time since its incorporation and will be so resident at
Completion

The Company 1s not liable for any Taxation as the agent or Tax representative of any
other person or business and does not constitute a permanent establishment of any other
person, business or enterprise for any Taxation purposes

Transfer pricing/Thin capitalisation

The Company has not undertaken, or agreed to undertake, any transaction or made any
provision whatsoever (either of services, goods, intangible rights, finance or otherwise)
which 1s otherwise than on fully arm’s length terms and there are no circumstances which
could oblige 1t or any Taxation Authority to make or require to be made any adjustment
for Taxation purposes to the terms on which such transactions are treated as taking place

Documentation 1s available to demonstrate the criteria taken into account 1n determining
arm’s length terms for transactions or provisions of goods or services between the
Company and any of the Covenantors or parties with which any of the Covenantors 1s
connected.
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The Company has not by reason of being connected with any of the Covenantors obtained
the whole or any part of a loan or obtained the benefit of a loan on more favourable terms
than it would have received in the absence of such relationship.

Balance Sheet and subsequent events

The Balance Sheet properly provides or reserves, in accordance with IFRS, for all
Taxation (including deferred tax) for which the Company 1s or may be liable, or for which
1t may be accountable, as at the Accounts Date

Since the Accounts Date no disposal or other event has taken place which, had 1t been
planned at the Accounts Date, should have been reflected 1n the provision for deferred tax
contained 1n the Balance Sheet.

Royalties & Rental Payments

The Company has deducted all necessary withholding or other deductions from any
royalty or rental payments 1t has made.

Shares and Market Value

The shares of the Company have always been disposed of or subscribed for at market
value,

Value Added Tax

The Company 1s taxable person, and is duly registered in the junisdiction in which 1t was
incorporated, for the purposes of any VAT and such registration 1s not subject to any
conditions imposed by or agreed with any Taxation Authority

The Company has complied 1n all material respects with all relevant law relating to VAT
and all orders, provisions, directions or other conditions made or imposed thereunder or
under any other law relating to VAT

The Company 1s not and has never been a member of a group for the purpose of any
VAT

The Company has not been served with any penalty liability notice or any surcharge
Liabihity notice or been issued with any written warning n each case in relation to VAT

The Company has not registered, and is not required to register, for VAT purposes in any
country other than that in which 1t 1s incorporated
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SCHEDULE 6

The Properties

1 The Subsidiary's only factory and production facility is located at West of Double Moon
Lake Road, Linyi1 High-tech Industrial Development Zone, Linyi City, Shandong
Province, PRC which occupies a land area of 33,044 66 m? ("Existing Facilities")

2 The land use nghts and building use rights histed in the table below represents all the land
use rights and building use rights currently owned by the Subsidiary-

A. Land Use Right

I. |Certificate No .

Lin Kai Guo Yong( 2003) Z1
No.007HFHERK 2003) FH0075

Location South Side, West of Double Moon Lake Road, Linyt High-
tech Industrial Development Zone

Lot Number 401/3/029

Type of Use Industrial

Valid Period

17 February 2003 to 16 February 2053

Lot Size

33,044 66 m*

11, |Certificate Number

Lin Kai Guo Yong( 2007) Z1 No 016
IHoFER( 2007) FD165

Location East Side of East Binhe Road, Economic Zone
Lot Number 503/3/019

Type of Use Industnal

Valid Period 20 December 2007 to 20 December 2057

Lot Size 45,743.5m’

B. Building Use Rights

1. [Certificate No

Lin Fang Quan Zheng Luozhuang District Zi
No 32050001 (& FEAUEZ K F 55320500015 ) 1ssued

by Real Estate Management Bureau of Linyi
(k¥ B F= 8 # &) on 2 December 2004

Location

South Side, West of Double Moon Road, High-tech Industrial
Development Zone
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Manner acquired Self-built

Floors 1

Use Office building and industnal factory building
Approximate 2,414 64 m?

building area

I. |Certificate Number |Lin Fang Quan Zheng Luozhuang District Za
No.32050002 (i 55 BUE Z X 5~ 55320500025 ) 1ssued
by Real Estate Management Bureau of Linyi
(I 37 55 7= % #2 J&)) on 2 December 2004

Locatton South Side of West Double Moon Road, High-tech Industrial
Development Zone

Manner acquired Self-built

Floors 1

Use Industrial factory building

Building area 41 1 m?

II1. |Certificate Number |Lin Fang Quan Zheng Luozhuang District Zi No 32050003
(I BUIE % B X 555320500035 ) 1ssued by Real Estate
Management Bureau of Linyi (MITAEFE#)E) on 2
December 2004

Location West Double Moon Road, High-tech Industrial Development
Zone

Manner acquired Self-built

Floors 4

Use Industnal factory building

Building area 3,688 04 m?

IV. |Certificate Number |Lin Fang Quan Zheng Luozhuang District Zi
N0.32050004 (s 55 A0IE & K F 55320500045 ) 1ssued
by Real Estate Management Bureau of Liny:
(ki ET= 52 /) on 2 December 2004

Location South Side of West Double Moon Road, High-tech Industral
Development Zone
Manner acquired Self-built
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Floors

4

Use

Industnal factory building

Building area

4,732 58 m*

Pursuant to a land assignment agreement dated 12 July 2007 made between the

Subsidiary and Administration Commuttee of High-tech Industrial Zone of Liny:
Municipal People’s Government, the Subsidiary agreed to acquire an approximately
14,700 sq. m. plot ot land at South Side, West of Double Moon Lake Road, Liny1 High-
tech Industrial Development Zone, Liny1 City, Shandong Province, PRC (adjacent to the
Existing Facilities) The Subsidiary has fully paid the consideration of RMB 5,301, 600
and the land use certificate for the said land 1s currently being processed and there are no
legal obstacles to the procurement of such land use certificates
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DUE DILIGENCE REPORT

ON

LINYI VAN SCIENCE AND TECHNIQUE CO., LTD.

(T B EARLA)

BY
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NAME OF COMPANY Liny1 Van Science and Techmque Co , Ltd (the
“Company”)

CHINESE NAME. TSR EERAA

PLACE OF INSPECTION Linyi, Shandong Province / Beijing

DATE OF INSPECTION 3 September 2008

INSPECTED BY- Jingtian & Gongcheng




PREAMBLE

This Due Diligence Report 1s prepared in connection with the proposed reverse
takeover (“RTQ™) of Honour Field International Limited (“HFY”), a company
incorporated 1n the British Virgin Islands and the holding company of Liny1 Van
Science and Technmique Co, Ltd (the “Company™) by Ninety plc (“Ninety”), and the
re-admisston of the shares of Ninety (“Re-Admission”) on the AIM Market of the
London Stock Exchange ple (“AIM”) and this Due Diligence Report 1s addressed to the
following parties

1 Ninety plc
53 Davies Street
London WIK SJH

2 JMFinn Capital Markets Limited
4 Coleman Street
London EC2R 5TA

3 Stephenson Harwood
1 Raffles Place
#49-00 OUB Centre
Singapore 048616

For the purpose of rendering this Due Diligence Report, we have reviewed and
examined ongnals or copies, certified or otherwise identified to our satisfaction, of
documents, matenals, certificates, records and papers provided to us by the Company or
1ts advisors herein mentioned and representations or statements made by the Company
or related parties herein mentioned on the relevant facts and information as we deemed

necessary or advisable

For the purpose of rendering this Due Diligence Report, we have assumed that (a) all
documents submutted to us as copies conform to their originals, (b) all signatures, seals
and chops on such documents are genuine and duly authonzed, (c¢) all facts and
documents which may affect our opinions herein have been disclosed to us, and there
has not been any ormussion or misleading statement 1n respect of such disclosure, (d) all
non-PRC parties have the requisite power and authornty to enter into, and have duly
executed and delivered and performed their obligations in all relevant documents
referred to in this Due Diligence Report, and that the documents constitute legal, valid




and binding obligations on the non-PRC parties under the laws (other than the laws of
the PRC) by which they are expressed to be governed In addition, we have made the
necessary (verbal and wrntten) queries and consultations with relevant PRC
governmental authorities, departments, branches and bureaus, as we deemed necessary,
advisable or desirable

Unless otherwise provided herein, this Due Diligence Report 1s given on the basis of
PRC laws, regulations, rules, directives, circulars, notices and administrative directions
effective as of the date of this Due Diligence Report (hereinafter collectively referred to
as “PRC Laws”) and 1s given on the basis that the opinion stated herein will be
governed by, and construed in accordance with such laws and regulations There 1s no
assurance that such laws and regulations will not be repealed, amended or replaced in
the immediate future or 1n the long term with or without retrospective effect. We also
cannot assure that such laws and regulations will not be adversely interpreted by the
relevant authorities Therefore, we cannot assure that the Company will not be required
to obtain certain approvals or certificates ordered by the relevant authonty

We do not purport to be experts on or generally famihar with or qualified to express
legal opinion based on the laws of any junisdiction other than the PRC Accordingly, we
express or imply no opinion on the laws of any jurisdiction other than the PRC.

BASED ON AND SUBJECT TO THE FOREGOING, we report 1n due diligence that




SUMMARY

According to the documents provided by the Company, the Company’s

profile is as follows:

Licence Number

Name

Address

Legal Representative

Registered Capital
Paid Capital
Total Investment

Enterprise Type

Business Scope

Present Shareholder

Operation Period
Date of
Establishment

Date of Latest
Licence

Registered Authority

371300018017550

Liny1 Van Science and Techmque Co., Ltd

(R A ENERRAT)

West of Double Moon Lake Road, Liny1 High -tech
Industrial Development Zone, Linyi, Shandong

Province (WL ZR 65T & #T A W I & XA H

)

Wang Yanting (EZE)
RMB10,580,000
RMB10,580,000
RMB15,000,000

Limited Liability Company { Wholly Foreign Owned

Enterprise )

Intermediates (Food Additive-Sorbic  Acid  and
Potassium  Sorbate),
required permit to produce, shall be operated under the

relevant production permit) [ A& ( 1LFERRT] ),
PR BERNIRI=R ( FRFTELER,
EWTILEELE )

Honour Field International Limited (Company No

Nanomatenals,(any  items

1414693, incorporated in Bntish Virgin Islands on
July 3, 2007)

From July 17, 2007 to May 20, 2028

July 17, 2001

May 26, 2008

Shandong Administration for Industry and Commerce




L.

(*Shandong AIC”)
Inspection Status . Passed the 2007 annual inspection conducted by
Shandong AIC

REVIEW OF LEGAL STATUS OF THE COMPANY

History of the Company

The Company was registered with the Linyr Administration of Industry and
Commerce (“Linyi AIC”) as a PRC domestic company at the time of
incorporation

On May 26, 2008, the Company was acquired by HFI and became a wholly
foreign owned enterprise (“WFOE”). After the aforesaid acquisition, all required
registrations were transferred to Shandong AIC, who 1s 1n charge of all WFOEs 1n
Shandong Province

Based on the relevant documents provided by the Company, the following records
have been filed with Shandong AIC

1.1 Establishment

111 The Company was established as a limited liability company by Liny:
Gaoxin Investment Co , Ltd, (“Linyi Gaoxin”) (&7 &I EHR L R),
Linyi Economic Development Consulting Co , Ltd (“Linyi Consulting”)
(BT 2F I &R EB WA R, and Liny1 Gaochuang Services Limited

Co, Ltd (“Linyi Gaochuang”) ( T & IARFZERLT ) on July 17,
200!

The equity interest structure of the Company was as follows

Shareholders Registered Contrnibution Form | Proportion
Capital (RMB)
Liny: Gaoxin 5,000,000 Cash 47 26%
Liny:1 Consulting | 3,000,000 Cash 28 35%
Liny1 Gaochuang | 2,580,000 Cash and Land Use | 24 39%
Right

1 12 According to the Capital Venfication Report [No Lu Dayu Kua Yan Zi
[2001] NO 46] (B KFLREF[2001]5F 046 ) issued by Shandong

Dayu Accounting Firm Limited(lUER KR BRBELTTWEBSEFR) dated

July 12, 2001, the registered capital in the form of cash has been fully paid
The land use night in the value of RMB2,280,000 should be transferred to
the Company within six months after the establishment of the Company

113 On July 17, 2001, Liny1 AIC issued a business licence to the Company




with the basic profile as follows.

Licence Number

371300018017550

Name Liny1 Van Science and Technique Co., Ltd
Address Linyi City of Shandong Province

Legal Shao Mingxing (BRER £)

Representative

Registered RMB10,580,000

Capital

Enterprise Type Limited Liability Company

Business Scope

Intermediates (Food Additive-Sorbic Acid and
Potassium Sorbate), Nanomatenals, Gingko
products, (any items required permit to produce, shall
be operated under the relevant production permit)

Duration of July 17, 2001 to September 16, 2001
Operation

Date of July 17,2001

Establishment

incorporated:

1 | 4 The management of the Company was as follows when the Company was

Board of Directors

« Shao Mingxing ( BREAE ) Chairman

Zhang Tinggw ( 3EKER )
Gao Yanqing { &2 K )
Jiang Jie ( ¥R )

o YuShuq { FHE)

Board of Supervisors

+ Sun Shide ( PMEER)
o Yan Liangfu(i B IR)

« Yang Ligng ( AT )

General Manager

» Jang Jie ( EX)

Supporting Documents

1) Business Licence issued by Linyi AIC dated July 17, 2001
2) Capital Verification Report [No Lu Dayu Kuai Yan Z1 [2001] NO 46] (&




1

RPEKF[2001)5 046 B) 1ssued by Shandong Dayu Accounting Firm

Limited (WFR KX FER BRI 21T MBS FN)dated July 12, 2001

3) Articles of Association of the Company signed by Linyr Gaoxin, Linyi
Consulting, and Liny1 Gaochuang

4) Resolution of Electing the Board of Directors dated June 26, 2001

5) Resolution of Electing the Board of Supervisors dated June 26, 2001

6) Resolution of Electing General Manager dated June 20, 2001

7) Resolution of Electing Chairman dated June 26, 2001

8) Asset Valuation Report 1ssued by Shandong Dayu Accounting Firm Limited
dated July 12, 2001

Conclusion

According to the Capital Verification Report [No Lu Dayu Kuai Yan Zi1 [2001]

No46] (B RF LB F [2001] #£ 046 5) 1ssued by Shandong Dayu

Accounting Firm Limited, Linyi Gaochuang promised to transfer the land use
right 1n the value of RMB 2,280,000 to the Company as registered capital
within six months after the establishment of the Company, however, we noticed
that the land use right was not transferred as scheduled According to an written
confirmation by the Company, the land use nght was not transferred to the
Company unti! February 17, 2003, which 1s a violation of PRC Company Law,
as well as the Company’s Articles of Association [According to Land Use
Right Certificate which 1s subscribed as registered capital (No Lin Kai Guo
Yong(2003)Z1 No 007) , the land had been duly transferred to the Company
We are of the opinion that (a) although according to PRC Company Law,
shareholders who fail to make capital contribution as scheduled shall, n
addition to making the capital contribution in full, bear default hability towards
other sharcholders who have made their capital contributions mn full 1n
accordance with the schedule, and may be ordered by the company registration
authorities to make correction and imposed with a fine ranging from 5% to 15%
of the amount of false capital contribution. There 1s no penalties or fines due
and payable imposed upon the Company to date i this regard since the land use
nght had already been transferred to the Company on February 17, 2003 to
remedy the abovementioned breach according to the land use right certificate
supplied by the Company (No Lin Kai Guo Yong (2003) Zi No 007) ,(b) the
aforesaid non-compliance shall not affect the legal status of the Company and
shall not pose any risks upon the prospective operation of the Company

In accordance with the Articles of Association of the Company, there should be
four supervisors, however, we noticed that there are only three supervisors
registered in Liny1 AIC

Notwithstanding the aforesaid, the Company was duly established as a PRC
domestic company with hmited hability in 2001 All approvals, consents,
licences and registrations required by applicable PRC Laws for the
establishment of the Company have been duly obtained The non-complying
changes do not pose any legal 1ssues and there are no penalties or fines payable
in relation thereto in view of the fact that the competent authonty approvals for
those changes had been obtained




1.2 First Extension of Operation Period

1

121 On September 28, 2001, the Company obtained the renewed business licence
which extended the Company’s operation peniod from September 16, 2001
to March 16, 2002.

1 22 The Sharcholders’ Meeting approved the extension of operation period on
September 25, 2001 (please refer to Conclusion I herenafier)

1 23 The amended Articles of Association was adopted on September 24, 2001 by
the Chairman of the Company

124 The extension of operation period has been filed with Linyi AIC for
registration and was approved on September 28, 2001.

Supporting Documents

1) Business Licence issued by Linyi AIC dated September 28, 2001
2) Resolution of the Board of Directors dated September 25, 2001
3) Amendment to the Articles of Association dated September 24, 2001

Conclusion

We noticed that the amendment to the Articles of Association was adopted by the
Chairman rather than by the Company’s shareholders duning shareholders’

meeting as pursuant to PRC Company Law and the Company’s Articles of

Association We are of the opinion that, notwithstanding the aforesaid, (a) the
amendment 1s vahd since Liny1 AIC had approved it regardless of the fact that

there was a non-compliance with and breach of the Articles of Association, and (b)

there 15 no penalties or fines due and payable to date

We also noticed that a Land Lease Agreement made by the Company and the
Administration Committee of Liny1 High-tech Industrial Development Zone to
lease 40,000 m? of land located mn the southern part of West of Double Moon Lake
Road, High-tech Industrial Development Zone, 1s for 20 years According to
information supplied by the Company, the leased land 1n question 1s the land that
was subsequently contributed as registered capital by Linyt Gacchuang mentioned
in 1 1 of Part I of this Due Diligence Report. The land was leased to the Company
before the land use nght was transferred to the Company

We are of the opinion that the extension of the Company’s operation period was
duly approved by Liny1 AIC, and the operation period of the Company was
extended accordingly The non-compliance mentioned 1 paragraph (1) above
does not pose any legal 1ssue and there are no penalties or fines payable 1n relation
thereto i view of the fact the competent authonity approvals for those changes
had been obtained

1.3 Second Extension of Operation Period

On March 20, 2003, the Company obtained the renewed business licence which
extended the Company’s operation pertod indefinitely




1

Supporting Documents

1) Business Licence 1ssued by Liny1 AIC dated March 20, 2003

2) Resolution of the Board of Directors passed to arnval the extension of business
license on 20 March 2003

3) Amendment of the Articles of Association dated March 19, 2002

Conclusion

We noticed that the decision to extend the Company’s operation period and to
amend the Articles of Associations were made by the Board of Directors rather
than by the Company’s shareholders during shareholders’ meeting as pursuant to
PRC Company Law and the Company’s Articles of Association We are of the
opuuon that, notwithstanding the aforesaid, (a) the amendment 1s valid since Linyi
AIC had approved 1it, though 1t 1s rrregular and in breach of the Articles of
Association, and (b) there 1s no penalties or fines due and payable to date,

We also noticed that there 15 a certificate for using collectively-owned land, with
acreage of 40,000 m’ in the regstered file According to the company, the
abovementioned land is the same land which 15 subsequently contributed as
registered capital by Liny1 Gaochuang, which was firstly lease to the company,
then transformed into collective owned land and owned by the Company
(Collective Land Use Certificate No Lin Kai J1 Yong (2002) No 002) in March,
2002, and finally transformed into State Owned Land 1n February 17, 2003

The extension of the Company’s operation penod was duly approved by Linyi
AIC, and the operation period of the Company was extended accordingly. The
non-complying changes do not pose any legal issues and there are no penalties or
fines payable n relation thereto 1n view of the fact the competent authority
approvals for those changes had been obtained.

1.4 Appointment of Legal Representative, Directors, and Supervisors

141 According to the business licence 1ssued by Linyr AIC on June 9, 2003, the
Legal Representative and Chairman of the Company was changed to Gao
Yanging

1 42 Shao Mingxing was removed from the Board of Directors as well as legal
representative and Gao Yanqing was elected to replace him

1 43 New Board of Directors was elected by Shareholders’ Meeting on May 28,
2003, compnsing of Gao Yanqing, Zhang Tinggui, Liu Qiuan and,Feng
Zhaoye

1 44 New Board of Supervisors was elected by Shareholders’ Meeting, on May
28, 2003. compnising of Zhang Kaoxiang, Yang Ligqing and Sun Shide

145 L Qijtan was appointed as General Manager by the Board of Directors on
May 29, 2003




1

After the change, the management of the Company was as follows

Board of Dhrectors

« Gao Yanqing (IR E K) Chairman
« Zhang Tinggu (3¥EH)

o« Liu Quian { X/HIE )

« Feng Zhaojie { B )

Supervisors

« Zhang Kaoxiang (3K &%)
« Yang Liqing (73 8)
« Sun Shide (ML)

General Manager

« L Quian (N HIE)

Supporting Documents

1) Business Licence 1ssued by Liny1 AIC dated June 9, 2003

2) Resolution of Shareholders’ Meeting dated May 28, 2003

3) Amendment to the Articles of Association dated May 28, 2003

4) Resolution of Election of Chairman dated May 28, 2003

5) Resolution of Election of General Manager dated May 29, 2003

Conclusion

We noticed that the Amendment to the Articles of Association was approved by
Director Gao Yanqing, rather than by shareholders of the Company during
shareholders’ meeting as pursuant to PRC Company Law and the Company’s
Articles of Association We are of the opinion that, although the aforesaid is not in
comphiance with the Articles of Association and is in violation of the PRC
Company Law, 1t does not affect the validity of the amendment to the Company's
Articles of Association since the competent authority had approved the change
and there is no penalty accordingly

All of the appointments and dismuissals of Legal Representative, Directors and
Supervisors as are apparent from the table above were approved by Linyi AIC and
were effected accordingly and all necessary registration and filings had been duly
completed 1n accordance with PRC Laws The non-complying changes described
in paragraph 1 above do not pose any legal 1ssues and there are no penalties or
fines payable 1in relation there to 1n view of the fact the competent authonty
approvals for those changes had been obtained




1.5 First Transfer of Equity Interest

151 On November 18, 2003, as approved by the Resolution made by the

shareholders’ meeting of the Company, Liny1 Consulting transferred all its
shares of the Company to Liny:1 Gaoxin in consideration of RMB 3,000,000

Afier the transfer, the equity interest of the Company was as follow

Shareholders Registered Capital (RMB) Proportion
Liny1 Gaoxin 8,000,000 75.61%
Liny1 Gaochuang 2,580,000 24 39%

1 52 After the equity interest transfer, the new Board of Directors and the new

Board of Supervisors were as follows

Board of Directors
» Gao Yanqing (&2 K) Chairman

o Liu Quuan(X L)

« Feng Zhaojie(B K A)
Board of Supervisors

« Zhang Kaoxiang (5% #¥)
« Yang Liqing (33 H)

Supporting Documents

1) Resolution of Shareholders’ Meeting dated November 18, 2003.

2) Amendment to the Articles of Association dated August 12, 2004

3) Share Transfer Agreement entered into by Liny1 Gaoxin and Liny:
Consulting dated December 10, 2003 ("December 10, 20603 Transfer
Agreement").

Conclusion

1

The above equity transfers and changes were legal, valhd and enforceable 1n
accordance with PRC Laws and were duly approved and recorded by Linyr AIC
and all necessary registrations and filings had been duly completed 1n
accordance with PRC Laws

All of the appointments and dismissals of Legal Representative, Directors, and
Supervisors as are apparent from the table above were approved by Liny1 AIC
and were effected accordingly and all necessary registrations and filings had
been duly completed 1n accordance with PRC Laws.

Without prejudice to the generality of the conclusion in paragraph (1) above

(a) the terms and conditions of the December 10, 2003 Transfer Agreement
were in compliance with PRC Laws,
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(b

(c)

the December 10, 2003 Transfer Agreement was duly authorised in
accordance with the Articles of Association and PRC Laws and was legal,
valid and enforceable 1n accordance with PRC Laws, and

the December 10, 2003 Transfer Agreement does not contain any unusual
or unduly onerous terms, all obligations there under have been performed
and we have not sighted nor are we aware of any notice or evidence of
any breach in relation thereto.

1.6 Second Transfer of Equity Interest

161

162

163

On October 13, 2004, as approved by the shareholders’ meeting, Liny:
Gaoxin transferred all its equity interest of the Company to Shandong

Chaoyue Electricity Equipment Co, Ltd (LLARHEHBHREZFERL

#))(“ Shandong Chaoyue”) 1n consideration of RMB 26,465,000 Liny1
Gaochuang transferred all its equity interest of the Company to Liny:

Huasheng Trading Co , Ltd ( I T4 A B/ 2 5P 2 8 )(“Linyi Huasheng”)
1n consideration of RMB 8,535,000

The equity interest structure was as follows after the second equity interest
transfer

Shareholders Registered Capital Proportion
(RMB)

Shandong Chaoyue 8,000,000 7561%

Liny: Huasheng 2,580,000 24 39%

Because the aforesaid transfers were related to State-owned assets, the
Share Transfer Agreements are required to be approved by competent
authority and fuifill legal procedures regulated by PRC laws According to
Assets Valuation Report 1ssued by Shandong Tianhengxin Accouting Firm

Limited( WARREGHREET2HMEBSM) (No Lu Tanhengxin
Ping Z1 (2004) No 1023 ) , the Confirmation Letter of Auction (J85E A8 3%
1A ) between Shandong Luxin Auction Co, Ltd ( IUFRBEHAZETR

23 7)) and Wang Yanting, Zheng Zhihao, the Auction of equity interests of

the Company was conducted in accordance with PRC Laws In addition,
requisite approvals were 1ssued by Linyr Mumcipal People’s Government
on August 12, 2004 (Lin Zheng Z1 [2004] No 69) and Adminustration
Commuttee of Liny1 High-tech Industrial Development Zone on September
16, 2004 (Lin Ka1 Guan Fa[2004] No 46), thus the Company had obtained
requisite approvals and fulfilled statutory procedures for the aforesaid
transfers

The new Board of Directors and the new Board of Supervisors were as
follows after the second transfer

13




Board of Directors
o Zheng Zhihao ( ¥7& % ) Chairman

« Wang Yangting (£E &)
o Shao Mingming ( ABBARH )

Board of Supervisors

» Zhao Zongyun (B R =)

o Chen Zhiqiang ( BF7E58 )
o Cui Xishun ( IR )

164 The registered address of the Company was changed to

West of Double Moon Lake Road Linyt High-tech Indusirial
Development Zone, Shandong Province

(UFEBWAHEMEAS LI RXTA B ER )

Supporting Documents

D

2)

3)
4)
5)

6)

7

8)

Approval of the Share Transfer of Linyt Van Science and Techmque Co, Ltd
issued by Liny: Municipal People’s Government (I ARBUF X Fid

FASHEERATARNELAXAEMARE) dated August 12, 2004

[Lin Zheng Z1 [2004]No 69 IBIF[2004]169 =).

Approval of the Share Transfer of Liny1 Van Science and Technmique Co , Ltd
issued by Admimstration Commttee of Linyr High-tech Industnal

Development Zone ( WF SHREZELX T (HiEREWEFTERE
HRA TR EHLSENIREN) A ) on September 16, 2004 [Lin

Kai Guan Fa[2004]No 46] ( @& & [2004]46 = )

Resolution of Shareholders’ Meeting dated October 18, 2004

Amendment to Articles of Association dated October 18, 2004

Share Transfer Agreements dated August 28,2004 signed between Linyi
Gaoxin, Linytr Gaochuang and Shandong Chaoyue, Linyi Huasheng
("August 28, 2004 Transfer Agreements")

Assets Valuation Report 1ssued by Shandong Tianhengxin Accounting Firm

Limited( LWRKXEEHERETLLITHESPN ( No - Lu Tianhengxin Ping

Z1(2004) No 1023 ) dated August 13, 2004.
Confirmation Letter of Auction between Shandong Luxin Auction Co, Ltd

( WRBERNEBRELT)and Wang Yanting

Confirmation Letter of Auction between Shandong Luxin Auction Co,

Ltd ( WEREEMRHFERAF) and Zheng Zhihao

Conclusion

1.

We are of the view that the above equity transfers and changes were legal,
valid and enforceable in accordance with PRC Laws and were duly approved
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and recorded by Liny1 AIC and all necessary registrations and filings had been
duly completed in accordance with PRC Laws

2 All of the appointments and dismissals of Directors, and Supervisors as are
apparent from the table above were approved by Liny: AIC and were effected
accordingly and all necessary registrations and filings had been duly completed
1n accordance with PRC Laws

3 Without prejudice to the generality of the conclusion 1n paragraph (1) above

(a) the terms and conditions of the August 28, 2004 Transfer Agreements
were 1n compliance with PRC Laws,

(b) the August 28, 2004 Transfer Agreements were duly authomnsed in
accordance with the Articles of Association and PRC Laws and were
legal, valid and enforceable 1n accordance with PRC Laws, and

(c) the August 28, 2004 Transfer Agreements do not contain any unusual or
unduly onerous terms, all obligations thereunder have been performed
and we have not sighted nor are we aware of any notice or evidence of
any breach 1n relation thereto

1.7 Third Transfer of Equity Interest

171 On March 1, 2005, as approved by the shareholders’ meeting, Shandong
Chaoyue transferred 51% of 1ts equity interest to Zheng Zhihao 1n
consideration of RMB 17,850,000, 9.61% to Wang Yanting in consideration
of RMB3,363,500, 10% to Shao Mingming 1in consideration of
RMB3,500,000 and 5% to Liu Ju 1n consideration of RMB1,750,000

On March 1, 2005, Liny1 Huasheng transferred 24 39% of its equity interest
to Wang Yanting 1n consideration of RMB8§,536,500

The equity interest structure was as follows after the third transfer.

Shareholders Registered Capital | Proportion
(RMB)

Zheng Zhihao 5,395,800 51%

Wang Yanting 3,597,200 34%

Shao Mingming 1,058,000 10%

Liu Ju 529,000 5%

172 Zheng Zhihao was appointed as Chairman of the Board of Directors and
Wang Yanting was appointed as Deputy-Chairman by the Resolution of
Shareholders’ Meeting made on March 1, 2005

The Board of Directors was as follows after the transfer

Board of Directors
Zheng Zhihao ( &7 ) Chairman




Wang Yanting (EEE)
Shao Mingming ( BFEAEA )

Supporting Documents

1)
2)

3)
4

3)
6)
7

8)

Resolution of Shareholders’ Meeting made by Shandong Chaoyue and Linyt
Huasheng Trading Co Ltd dated March 1, 2005

Resoclution of Shareholders’ Meeting of the Company made by Zheng Zhihao,
Wang Yanting, Shao Mingming, and Liu Ju dated March 1, 2005

Amendment to the Articles of Association dated March 1, 2005

Share Transfer Agreement executed by Shandong Chaoyue and Zheng Zhihao
dated March 1, 2005

Share Transfer Agreement executed by Shandong Chaoyue and Shao
Mingming dated March 1, 2005

Share Transfer Agreement executed by Shandong Chaoyue and Wang Yanting
dated March 1, 2005

Share Transfer Agreement executed by Shandong Chaoyue and Liu Ju dated
March 1, 2005.

Share Transfer Agreement executed by Liny1 Huasheng Trading Co. Ltd and
Zheng Zhihao dated March 1, 2005

(tems 4, 5, 6, 7 and 8 collectively referred to as the “March 1, 2005 Transfer
Agreements”)

Conclusion

1

3

The above equity transfers and changes were legal, vahd and enforceable 1n
accordance with PRC Laws and were duly approved and recorded by Linyi
AIC and all necessary registrations and filings had been duly completed 1in
accordance with PRC Laws

All of the appointments and dismissals of Directors as are apparent from the
table above were approved by Linyi AIC and were effected accordingly and all
necessary registration and filings had been duly completed in accordance with
PRC Laws

Without prejudice to the generality of the conclusion 1in paragraph (1) above

(a) the terms and conditions of the March 1, 2005 Transfer Agreements were
1in compliance with PRC Laws,

(b) the March 1, 2005 Transfer Agreements were duly authorised 1n
accordance with the Articles of Association and PRC Laws and were
legal, valid and enforceable 1n accordance with PRC Laws, and

(¢) the March 1, 2005 Transfer Agreements do not contain any unusual or
unduly onerous terms, ail obligations thereunder have been performed
and we have not sighted nor are we aware of any notice or evidence of
any breach 1n relation thereto




1.8 Fourth Transfer of Equity Interest

1 810n January 1, 2006, as approved by the sharecholders’ meeting, Zheng

Zhihao transferred 6% of his equity interest of the Company to Le Kairong,
Wang Yanting transferred 3% of his equity interest of the Company to Le
Kairong and 1% to Mao Qifeng, Shao Mingming transferred 1% of his
equity interest of the Company to Mao Qifeng

The equuty interest structure of the Company was as follow after the fourth
transfer

Shareholders Registered Contribution Proportion
Capital (RMB) | Form

Zheng Zhihao 4,761,000 Cash 45%
Wang Yanting 3,174,000 Cash 30%

Shao Mingming 952,200 Cash 9%

Le Kairong 952,200 Cash 9%

L Ju 529,000 Cash 5%

Mao Qifeng 211,600 Cash 2%

1 8 2 The Company’s Articies of Association were amended on January 5, 2006
to reflect the above changes

1 8 3 The Company filed all required registrations with Liny1 AIC accordingly

Supporting Documents

1) Resolution of the Shareholders’ Meeting dated January 5, 2006

2) Amendment to Articles of Association dated January 5, 2006

3) Share Transfer Agreement entered into by Zheng Zhihao and Le Kawrong
dated January 5, 2006

4) Share Transfer Agreement entered 1nto by Wang Yanting and Le Kairong
dated January 5, 2006

5) Share Transfer Agreement entered into by Wang Yanting and Mao Qifeng
dated January 5, 2006

6) Share Transfer Agreement entered into by Shao Mingming and Mao Qifeng
dated January 5, 2006

(items 3, 4, 5 and 6 collectively referred to as the “January 1, 2006 Transfer

Agreements”)

Conclusion

1

2

The above equity transfers and changes were legal, valid and enforceable in
accordance with PRC Laws and were duly approved and recorded by Linyi AIC
and all necessary registrations and filings had been duly completed 1 accordance
with PRC Laws

Without prejudice to the generality of the above conclusion
(a) the terms and conditions of the January 1, 2006 Transfer Agreements
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were 1n compliance with PRC Laws,

(b) the January 1, 2006 Transfer Agreements were duly authonsed 1n
accordance with the Articles of Association and PRC Laws and were
legal, valid and enforceable 1n accordance with PRC Laws, and

(c) the January I, 2006 Transfer Agreements do not contain any unusual or
unduly onerous terms, all obligations thereunder have been performed
and we have not sighted nor are we aware of any notice or evidence of
any breach 1n relation thereto

1.9 Change of Legal Representative, the Board of Directors and Board of

Supervisors

191 On January 6, 2007, as approved by the shareholders’ meeting, new Board
of Directors and new Board of Supervisors were clected

192 Zheng Zhihao was removed as Chairman of the Board of Directors, as well
as Legal Representative of the Company, Wang Yanting replaced his
position

193 Amendment to the Articles of Association was adopted accordingly on
January 6, 2007
The new Board of Directors and the new Board of Supervisors were as
follows

Board of Directors
o Wang Yanting (£EZ#) Chairman

« Zheng Zhihao (¥ 77H) Deputy-Chairman
« Shao Mingming (&REHEH)
o Liu Ju (XIE)

Le Kairong(RFF 5R)

Mao Qifeng(FBHE)

« Zhang Zengyuan(3K 8 T)
Board of Supervisors

« Chen Zqiang(FF%58)

o Cu1 Xishun(EE&/IN)

« Xue Pingzheng(BE T IE)
General Manager

« Shao Mingming(BR 88 88)

»

Supporting Documents

1) Resolution of the Shareholders’ Meeting dated January 6, 2007
2) The Amendment to the Articles of Association dated January 6, 2007.

3) Resolution of Election of Chairman of the Board of Directors dated January 6,
2007




4) Resolution of electing Deputy Chairman of the Board of Directors dated
January 6, 2007
5) Resolution of Engaging General Manager dated January 6, 2006.

Conclusion

The above changes were legal, valid and enforceable 1n accordance with the Articles of
Association and PRC Laws and were duly approved and recorded by Liny1 AIC and all
necessary registrations and filings had been duly completed 1n accordance with PRC
Laws

1.10 Fifth Transfer of Equity Interest

1101 On January 7, 2008, as approved by the shareholders’ mecting of the
Company, Zheng Zhihao transferred all his 45% equity interest of the
Company to Wang Yanting, Shao Mingmung transferred all his 9% equity
interest of the Company to Wang Yanting, Le Kairong transferred all his
9% equity interest of the Company to Wang Yanting, Liu Ju transferred alk
his 5% equity interest of the Company to Wang Yanting, Mao Qifeng
transferred all his 2% equity interest to Wang Yanting

1 10.2 After the fifth transfer, Wang Yanting became the sole shareholder of the
Company The Company became a one-person limited hability company

1.10 3 New Articles of Association were adopted on January 11, 2008
1 104 Chen Zhiqiang was appointed as Executive Supervisor
110.5 Shao Mingming was appointed as General Manger

The management of the Company was as follow

Executive Director
« Wang Yanting (EZE)

Executive Supervisor
o Chen Zhigiang (BR&5)

General Manager
o Shao Mingming

Supporting Documents

1) Resolution made by the Shareholders’ Meeting dated January 7, 2008

2) Articles of Association dated January 11, 2008

3) Resolution made by Wang Yanting dated January 8, 2008

4) Share Transfer Agreement executed by Zheng Zhithao and Wang Yanting dated
January 7, 2008

5) Share Transfer Agreement executed by Shao Mingming and Wang Yanting
dated January 7, 2008




6) Share Transfer Agreement executed by Le Karong and Wang Yanting dated
January 7, 2008

7) Share Transfer Agreement executed by Liu Ju and Wang Yanting dated
January 7, 2008

8) Share Transfer Agreement executed by Mao Qifeng and Wang Yanting dated
January 7, 2008.

(Items 4, 5, 6, 7 and 8 collectively referred to as the “January 7, 2008 Transfer

Agreements”)

Conclusion

1

1.11

The above equity transfers and changes were legal, valid and enforceable 1n
accordance with PRC Laws and were duly approved and recorded by Liny1 AIC
and all necessary registrations and filings had been duly completed 1n accordance
with PRC Laws

New Articles of Association dated January 11, 2008 were 1n compliance with PRC
Laws

All of the appointments and dismussals of Directors, and Supervisors as are
apparent from the table above were approved by Liny1 AIC and were effected
accordingly and all necessary registration and filings had been duly completed n
accordance with PRC Laws

Without prejudice to the generality of the conclusion in paragraph (1) above

(a) the terms and conditions of the January 7, 2008 Transfer Agreements were
in compliance with PRC Laws,

(b} the January 7, 2008 Transfer Agreements were duly authorised 1n
accordance with the Articles of Association and PRC Laws and were legal,
valid and enforceable 1n accordance with PRC Laws, and

(¢} the January 7, 2008 Transfer Agreements do not contain any unusual or
unduly onerous terms, ail obligations thereunder have been performed and
we have not sighted nor are we aware of any notice or evidence of any
breach in relation thereto

Sixth Transfer of Equity Interest and Change of Nature of the Company

On May 26, 2008, the sole shareholder of the Company, Wang Yanting,
transferred all his equity interest to HFI 1in consideration of RMB 47,194,712 06,
which was based on the Net Asset Value of the Company as at February 15, 2008
(“NAV”) The Company became a WFOE since then

1111 According to the Assets Valuation Report on Enterprise’s Acquisition of
Linyr Van Science and Technmique Co ,Ltd (J1 Yongcheng Ping Z1 {2008]

No 007-1)(35 X B ¥ £ [2008] 88 007-15) 1ssued by Jinan Yongcheng
Assets Assessment Limited Liability Company (FEIXK B A IMEAR
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43 7)), a qualified Chinese assessment institution, that the estimated value

of the Company was approximately RMB 47,194,712 06 based on NAV
1112 According to the Approval to Change Liny1 Van Science and Technique
Co, Ltd into a Foreign Owned Enterprise 1ssued by the Department of
Foreign Trade & Economic Cooperation of Shandong Province
(“Shandong FTC”) dated May 20, 2008, the consideration of the
acquisition of the Company shall be paid within three months after the
Company registered as a foreign owned enterpnise Based on the
Venfication Form of Foreign Exchange of Acqusition of Domestic

Enterprises by Foreign Investors(Zh77 Wi = 75 R fU % B WG 21 88 2150
1218 %K) 1ssued by Linyi Branch, State Administration of Foreign

Exchange (BRLCERRWTHXA) (“Linyi SAFE”) on June 19,
2008, the total consideration RMB 48,732,193 81 shall be paid in two
instalments, RMB 10,580,000 00 has been duly paid and the balance 1s
due and payable by HFI by August 20, 2008

1.113 On May 26, 2008, Shandong FTC 1ssued the Certificate of Approval for
the Establishment of a Foreign Invested Enterprise 1n the PRC(“Certificate

of Approval™) (Approval No - Shang Waiza Lufu Z1 [2008]0872) (54 &

# f55[2008]08727) The Company received the Certificate of Approval

from Shandong FTC and renewed business licence from Shandong AIC on
May 26, 2008 and had been duly transformed into a WFOE since then
4 On May 8, 2008, the new Articles of Association were adopted
5 On May 8, 2008, the new Board of Directors was formed, HFI appointed
Tham War Mun Raphael as Chairman of the Board of Directors, Ang Wee
Boon as Deputy Chairman, and Wang Yanting as Director of the
Company
1116 On May 17, 2008, Wang Yanting was appointed as General Manager by
the Board of Directors
1117 On May 17, 2008, Chen Zhiqiang was elected as Supervisor by Staff
Representatives

( Please refer to 2 of Part II for details about current directors, supervisors,

and general manager )

Supporting Documents

1) Certificate of Approval for Establishment of Enterpnises with Foreign
Investment in the People’s Republic of China dated May 26, 2008 (Approval

No . Shang Waiz1 Lu Fu Z1[2008]0872( 54 & & FF F[2008]0872 £)

2) Approval to change Liny1 Van Science and Techmque Co, Ltd 1nto a Foreign
Owned Enterprise (No  Lu Wai Jing Mao Waizi Z1{2008No 398)

3) Resolution of Shareholders’ Meeting dated May 8, 2008

4) Articles of Association signed by the shareholder of the Company dated May 18,
2008

5) Share Transfer Agreement signed by Wang Yanting and HFI dated Apni 21,
2008 (“April 21, 2008 Transfer Agreement”)
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6) Designation Letter of Directors dated May 8, 2008

7) Engagement Letter of General Manager dated May 17, 2008

8) Resolution of Electing Supervisors of the Company dated May 17, 2008

9) Business Licence 1ssued by Shandong AIC dated May 26, 2008

10) Exchange Memo 1ssued by China construction Bank dated June 18, 2008

11) Venfication Form of Foreign Exchange of Acquisition of Domestic Enterprises
by Foreign Investor 1ssued by Liny:1 SAFE on June 19, 2008

Conclusion

The acquisition of the Company by HFI 1s regarded as an acquisition of domestic
enterprise by foreign investors and 1t shall be governed by the "Provisions on

Merger and Acquisition of Domestic Enterprises by Foreign Investors” (X F 7 &

REBEHAMBEADUNRAE) (“‘New M&A Regulations”) The consideration

for the acquisition 1s based on the NAV of the Company, which had been assessed
by a qualified assessment nstitution in PRC and 1s accordingly in compliance
with PRC Laws (including but not limited to the New M&A Regulations)

Subject to the approval 1ssued by Shandong FTC and New M&A Regulations, the
total consideration for the acquisition shall be fully paid within 3 three months
after the Company registered as a foreign owned enterprise, the consideration for
the acquisition shall be fully paid in 3 three months after the acquisttion was
approved by Shandong FTC On 3 September 2008, we have spoken with the
Director Xu of Linyi Foreign Trade and Economnc Cooperation Bureau, which,
according to the Company, 1s responsible for transferring the application of
extension for payment of the balance of the consideration for the acquisition to
Shandong FTC and we have been informed that the application for the extension
of time has been approved by Shandong FTC and the written approval will be
1ssued to the Company soon Assuming that the written approval for the extension
1s furnished to the Company and HFI pays the balance of the consideration for the
acquisttion within the extended time perniod and in view of the fact that the
Company has duly applied and obtained all required approvals, license, permuts,
and/or certificate pursuant to the PRC Laws, we are of opinion that the
above-mentioned transactions are legal, valid and enforceable

According to (a) a certificate of incumbency dated 29 July 2008 issued by the
registered agent of HFI, ATC Trustees (BVI) Limited (*ATC Trustees™),
confirming that the current sole shareholder of HFI 1s Prime Mega International
Limited (“Prime Mega”), (b) a certificate of incumbency dated 29 July 2008
1ssued by the registered agent of Prime Mega, ATC Trustees, confirming that the
current sole shareholder of Pnme Mega 1s Ang Wee Boon, (c) a wrtten
confirmation from Stephenson Harwood & Lo confirming that Ang Wee Boon 1s
the holder of Singapore Passport No E0184611D, (d) a written confirmation from
Stephenson Harwood & Lo confirming that Raphael Tham Wai Mun 1s the holder
of Singapore Passport No.SZ015814J, (e) a written declaration from Ang Wee
Boon that, aside from his shareholding in Prime Mega, his indirect interest in the
equity of the Company pursuant to the April 21, 2008 Transfer Agreement and his
appointment as Deputy Chairman of the Company, he did not have any separate
arrangements or agreements with the Company when HFI acquired the Company,
and (f) a written declaration from Raphael Tham Wai1 Mun that, aside from his
shareholding in HFI at the time when HFI acquired the Company, his indirect
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interest 1n the equity of the Company pursuant to the April 21, 2008 Transfer
Agreement prior to the transfer of his interest in HFI to Ang Wee Boon, he did not
have any separate arrangements or agreements with the Company when HFI
acquired the Company, and (g) a written confirmation from Stephenson Harwood
& Lo given on the back of written confirmations from Raphael Tham Wai Mun,
Ang Wee Boon and Wang Yantingconfirming that i) other than the incentive
scheme and the Ninety's employee share option scheme, there are no other
schemes or other arrangements relating to the Ninety's share equity for the
purposes of remunerating any of Wang Yan Ting, Shao Ming Ming and the PRC
residents named 1n the incenttve scheme (“Eligible PRC Persons”) except that
described in the employee share option scheme and the incentive scheme, 1)

there is no agreement or arrangement (whether formal or informal) between the
Wang Yanting (“Founder”), the Eligible PRC Persons and Raphael Tham Wai
Mun, that requires each of them to take a concerted position or action 1n relation
to the Shares that may be transferred to all or any of them and none of them are
holding any such Shares as trustee or nominees for and on behalf of any one of
these other persons, 1) the terms of the performance incentive options reflects the
commercial intentions of the parties, and v} the use of options as an incentive
for management and staff of compames listed on AIM 1s not uncommon.

Based on the certificate of incumbency and share transfer forms Prime Mega to
HFI and Prime Mega, we note that (a) the current ultimate shareholder or ultimate
beneficial owner of HFI was Ang Wee Boon (b) at the time when HFI acquired
the Company, the shareholder or ultimate shareholder or ultimate beneficial owner
of HFI was Raphael Tham Wat Mun, who, based on the declaration described 1n
paragraph 3(a) and (b) above, has no affiliated relationship with the Founder or
management of the Company The said acquisition 1s not inter-conditional with
the RTO nor is there any reference to the granting of any shares / options in
Ninety to Founder named 1n the incentive scheme and Eligible PRC Persons as
part of the consideration of acquisition

The Company has duly applied and obtained all required approvals, licences,
permits, and/or certificates pursuant to the PRC Laws in connection with the
equity transfer pursuant to the April 21, 2008 Transfer Agreement and the change
of the nature of the Company to a WFOE

In view of the above, we are of the opinion that

(a) The above-mentioned transactions are legal, valid, enforceable and in
compliance with PRC Laws.

(b) Without prejudice to the generality of 5(a) above

(1) the terms and conditions of the April 21, 2008 Transfer Agreement were
in comphiance with PRC Laws (including but not limited to the New
M&A Regulations),

(1) the Apnl 21, 2008 Transfer Agreement was duly authorised 1n
accordance with the Articles of Association and PRC Laws and was legal,
valid and enforceable 1n accordance with PRC Laws,

(uni) the April 21, 2008 Transfer Agreement does not contain any unusual or
unduly onerous terms, other than the obligation to pay the consideration
in full, all obligations there under have been performed, and we have not
sighted nor are we aware of any notice or evidence of any breach in
relation thereto;
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(c)

@

(€)

®

According to the regulations stipulated by Circular on Several Issues
Concermmng Foreign Exchange Regulation of Corporate Finance and
Roundtrip Investments by PRC Residents through Special Purpose

Companies Incorporated Overscas(ERINLEEF X FEARRBETFES

RARBNLOARAREBERRANLCEERXEIFENEH) effected on
November 1, 2005( “SAFE Circular 75" ), to obtain a SAFE Circular 75
Regstration and the Company 1s not required to register with Liny1 SAFE
pursuant to SAFE Circular 75, because the ultimate natural shareholder of
HFI at the time of the acquisition, Mr Raphael Tham Wai Mun, 1s a non-PRC
citizen when the abovementioned acquisition was conducted and he did not
have any other separate arrangements or agreements with the Company when
HFI acquired the Company In the event that the founders of the Company or
the PRC residents who are entitled under the scheme are granted Ninety’s
share equity as stated in the incentive scheme and the Ninety's employee
share option scheme, the Eligible PRC Persons shall, according to the SAFE
Crrcular 75 and related individual exchange regulations , file for the required
regstration, where relevant

As of the date of 1ssuing this report, there 1s no requirement for the acquisttion
contemplated under the April 21, 2008 Transfer Agreement to be approved by
the Minustry of Commerce of the PRC (“MOC”) pursuant to the New M&A
Regulations nor 1s the RTO and Re-Admission subject to the approval of the
CSRC for the following reasons

1) According to New M&A Regulations and related PRC Laws, an
acquisition of PRC domestic companies should be submitted to MOC
for approval when the special purpose vehicle (“SPV*) undertaking the
acquisttion was established or controlled by domestic enterprise or
natural person acquires their affihated company According to the
written declarations and confirmation letter desenbed 1n 3(e), (f) and (g)
above, there 1s no affiliated relationship between HFI and the Company
when the acquisition was conducted Thus there is no requirement for
the company to apply to MOC for approval

2) Based on our understanding of the current PRC laws, rules and
regulations and the New M&A rules, the CSRC approval requirement
applies to overseas SPV’s acquisition of PRC domestic compames
through share exchanges , unless there are new PRC laws and
regulations or clear requirements from the CSRC 1n any form that
require the prior approval of the CSRC for the listing and trading of any
overseas SPV’s securities on an overseas stock exchange, the New
M&A rules does not require that the Company obtain prior CSRC
approval for the RTO and Re-Admission

Aside from the opinion 1n 2 of this section, all the registration and approval
requirements for the transactions contemplated under the Apnl 21, 2008
Transfer Agreement and the conversion of the Company to WFOE have been
duly completed in accordance with PRC Laws.

All the current directors, the supervisors and the general manager of the
Company have been duly, legally and valhdly appointed in accordance with
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the current Articles of Association and PRC Laws

(g) The current Articles of Association adopted on May 8, 2008 have been duly,

legally and validly adopted in accordance with and are in compliance with
PRC Laws.

(h) All of the appointments and dismissals of Legal Representative, Directors,
and Supervisors as are apparent from paragraph 1 11 above were approved by
Shandong FTE and Shandong AIC and were effected accordingly and all
necessary registration and filings had been duly completed in accordance with
PRC Laws and the resignation of the previous Legal Representative, Directors
and Supervisors are due, vahd, legal and enforceable.

II. CURRENT STATUS OF THE COMPANY

1 Current Shareholder Structure of the Company

Shareholder Registered Number | Proportion

HFI 1414693 100%

2 Current Directors, Supervisors, and General Manager

2.1 Directors

A ted
Name Nationality Tutle ppointe Appointment
by Date
Tham Wai Mun Chairman of
Raphael Singapore Board of HFI May 8, 2008
(E& ) Directors
Ang Wee Boon Deputy
[Raymond] s Cl;anm;anfof HFI May 8, 2008
N Ingapore oard 0 ’
(B HX)
Directors
Wang Yanting
EEH PRC Director HFI May 8,2008
22 Supervisor
Name Nationality Title Appointment AppoDmttment
ate
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Chen Zhiqiang Executive Upon
PRC P May 17, 2008
( BREE ) Supervisor Election ’
2 3 General Manager
Name Nationality Title Appointment Appointment
Date
Wang Yanting | ppc General Upon Mav 172008
(EEE) Manger Employment ayrh

Key Provisions of Current Articles of Association

Article 2 Name of the Company

Liny1 Van Science and Technique Co , Ltd

Article3 Current Shareholder

HFI, a company incorporated 1n the British Virgin Islands Its

legal representative is Tham Wai Mun Raphael ({®4£X), a
Singaporean

Article 8 Production Capacity

The production capacity of the Company is 7,500 tons of Food
Additive-Sorbic Acid and Potassium Sorbate, annually

Article 9 Total Investment and Registered Capital

Total investment of the Company 1s RMB15,000,000 and total
registered capital 1s RMB10,580,000

Article 12 Duties and Powers of Shareholders® Committee
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1) decide on business direction and investment plans of the
Company,

2) appoint and remove directors and supervisors who are not
representatives of the employees and decide on the
remuneration of directors and supervisors,

3) review and approve reports from the board of directors,

4) review and approve reports from the supervisors,

5) review and approve the annual financial budget and
financial accounting plan of the Company,

6) review and approve the profit distribution plan and loss
recovery plan of the Company,

7) resolve on increase or decrease of registered capital of the
Company,

8) resolve on 1ssuance of corporate bonds,

9) resolve on merger, division, dissolution, iquidation or
change of company structure;

10) amend the Articles of Association of the Company, and

11> other duties and powers stipulated in the Articles of
Association of the Company

Article 16

Resolutions passed by shareholders’ meeting to amend the
Company’s Articles of Association, increase or decrease
registered capital, and merger, division, dissolution, or change
of company structure shall be passed by 2/3 shareholders who
have the voting rights

Article 17

The board of directors shall comprise three members, all of
whom must be appownted by the shareholder(s). Each term of
office shall be 3 years. The directors may, after their term of
office expires, hold a consecutive term upon re-appointment
The shareholders’ meeting shall appoint one Chairman and may
appoint a deputy Chairman. The appointment of Chairman and
a deputy chairman shall be appointed by the shareholders
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Article 19

The supervisor shall exercise the following duties and powers

1) inspect the company finances,

2) supervise the performance of duties by directors and senior
management personnel and propose to remove a director or
senior management personnel who violates the provision of
the laws and adminstrative regulations and the articles of
association of the company or the resolutions of the
sharehoiders’ meeting,

3) require a director or senior management personnel who act
against the interests of the company to make correction;

4) propose to convene intenim sharecholders’ meeting, convene
and chair a shareholders’ meeting when the board of
directors fails to convene and chair a shareholders’ meeting
in accordance with the provisions of this Law,

5) make proposals at sharcholders’ meetings,

6) file a lawsuit against a director or semor management
personnel 1n accordance wath the provisions of Article 152
of PRC Company Law, and

7) other duties and powers stipulated 1n the articles of
association of the company

Article 22

General Managers shall be appointed or dismissed by the board
of directors. Each term of office shall be 3 years The general
managers shall be accountable to the board of directors and
shall exercise the following duties and powers
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1) manage the production and business operations of the
Company and organize and implement resolutions passed
by the board of directors,

2) orgamze and implement the annual business plan and
investment scheme of the Company,

3) draft the plan for setting up the internal management
organization of the Company,

4) draft the basic management system of the Company,

5) formulate the Company’s rules and policies,

6) recommend appointment or dismussal of deputy manager
and financial controller of the Company,

7) decide on appointment or dismissal of management staff
other than positions which are to be decided by the board of
directors, and

8) other duties and powers granted by the board of directors

Managers shall attend board of directors’ meetings

Article 25 Legal Representative of the Company

The chairman of the board of directors shall act as the legal
representative of the Company  Each term of office shall be
3 years The legal representative may, after their term of office
expires, hold a consecutive term

Article 28 The employees of companies shall organize labor unions mn
accordance with the provisions of the Trade Union Law of the
People's Republic of China, develop trade union activities and
the company shall allot 2% of the total salanes of employees
to the labor union

Article 29 Term of Operation

The operation term of the Company 1s 20 years since the
issuance of the business licence

Article 39 The Articles of Association were adopted by the shareholder (or
its authonzed representative) on May 8, 2008 in Liny1, China

HI.LEGAL TITLE TO ASSETS

According to the information provided by the Company, the total value of the assets of
the Company 1s RMB 69, 366,100, 1e, the original value of buildings and factory
premises 1s RMB 18,731,700, the original value of production facihties, office facilities
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and automobules etc 1s RMB50,634,400

The Company's only existing factory and production facility are located at West of
Double Moon Lake Road, Linyt High -tech Industrial Development Zone, Shandong
Province which occupies a land area of 33,044 66 m’ and has a built-in area of
10886 36m*. The land use rights and building use rights listed 1n the second and third
table below represent all the land use rights and building use rights for the existing
factory and production facility and as a result of our investigations for the purpose of
this Due Diligence Report we have no reason to believe or suspect otherwise

1 Schedule of fixed assets with original value over RMB200,000 (REH T 20 F 7T
R 18 B e 4 )

Fixed Asset Name Number | Orniginal Value | Expected Encumbrance
(RMB) Use Life
Workshop 1(—ZE(H)) 1 3,326,705 54 20 years Nil
Workshop II(=Z&8)) 1 5,109,740 30 20 years Nil
Power room(3 b Z &) 1 1,496,952.53 20 years Nil
Packaging workshop(Z | ! 1,485,26042 | 20 years Nil
)
West warehouse( 751 FE) 1 1,350,050.00 20 years Nl
East warehouse(ZR 2 ) 1 1,456,637 07 30 years Nil
Bo]ler room(ﬁh_ﬁ%) 1 1,638,508 70 20 years Nll
The cement ground of the | 1 1,799,296 31 20 years Nil
company( 3t )
Horizontal scraper 5 1,097,174.00 12 years Please see
unloading centrifuges (Eb 2 1.1of
. Section VIII
XA D EEE L) for reference
Refrigeration units(/# 7k 4 1,094,950.00 12 years glfalsefsee
1 lo
) Section VIII
for reference
Decolorization crystal 4 1,918,692 00 12 years Please see
Axe 21 3of
(RELERF) Section VIII
for reference
Sorbic acid technology 1 7,999,174 00 12 years Please see
pipeline(lUFE T ZH 2.1 lof
. Section VIII
i8) for reference
DCS control system(DCS | | 1,090,628 00 12 years Please see
EH R 21 lof
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Section VIII
for reference

Potassium sorbate 4,657,866 36 12 years Please see
lne( I B B4R T 21 3of
Proelne(ii Section VIIl
EiE) for reference
Office bunldmg(?]"f.}ﬁ) 1,230,700 97 20 years Please refer
to 3 of this
section for
reference
Maintenance 480,220 95 20 years Nil
workshop( 4t % 2 [8])
Pump room(ZXEE) 833,892 67 20 years Nil
Sewage treatment and 798,446 22 20 years Nil
recyching of water
system(75 K4k B R fAER
RFRL)
Potassium sorbate 513,161 58 20 years Nil
plani(lLIFE ] E)
Strap centrifuges( P B 308,000 00 12 years gl;ea?‘se Eee
0
AL ) Section VIII
for reference
Tar tank recovery( [l 5 £ 297,675 00 12 years Please see
2130f
p::Eie) Section VIH
for reference
Potassium sorbate 225,000.00 12 years Please see
k | L S 2.1.3 of
packaging hnc{ LLIEELER Section VIII
BILE ) for reference
D 680,000 00 12 years Please see
ryer( T 1#¥1) 5130
Section VIII
for reference
Vibration sulfide bed { 3§ 200,000 00 12 years gltlaa3sefsee
I}
ALK ) Section VIII
for reference
Oil and gas separator(J# 224,240 00 12 years Please see
213 0of
|5 E%ﬁ) Section VIII
for reference
Acetic acid raw matenals 311,560 00 12 years Please see
trough ( ZKESEE R FIE ) 213of
Section VIII

for reference
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498,108 00 12 years Please see
Absorpton tower (R Y 2130
) Section VIII
for reference
Lining glass reaction 237,462.00 12 years Please see
. 211of
kettle(lE B R N E) Section VIII
for reference
. = 609,998 00 12 years Please see
Boiler(83%F) 51 1of
Section VIII
for reference
UNS level meter of 269,247 00 12 years Please see
211o0of
stained glass(UNS ¥ & Section VIII
WEARNL) for reference
Control valve({ 5 i) 604,149 00 12 years Please see
211of
Section VIII
for reference
Two-vertebral Rotary 430,966.00 12 years Please see
Vacuum 2130f
Dryer(SUHt B E 28 T Section VIII
for reference
B HL)
Lei leveraged air 303,924 00 12 years Please see
7o 213 of
compressor { AT ZE Section VIII
) for reference
Transformer (3% & 28) 364,267 00 12 years Please see
2130f
Section VHI
for reference
: 726,041.00 12 years Please see
Magnetic regulator(BitE 213 of
WH#R) Section VIII
for reference
Sorbic acid packaging 741,440 00 12 years Please see
2110f
ine(HIRBRRE) Section VIHI
for reference
Senior plate confined 599,470 00 12 years Please see
=y oAty 2.110f
filte SRR BALLE Section VIII
) for reference
Central pump ollGHERZR) 319,254.00 12 years glfalse iee
0
Section VIII
for reference
Hoisting bag centnfuges 816,789 00 12 years Please see
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( BREOMN)

2130f
Section V]Il
for reference

Tower(32E3)

275,324.00

12 years

Please see
2.1.3 of
Section VIII
for reference

Cracking furnace( 3 f##
)

658,961 00

12 years

Please see
2.13of
Section VII1I
for reference

Reaction kettle(Jx B %)

573,682.00

12 years

Please see
2130f
Section VIII
for reference

Reaction kettle(fZ B %)

457,945.00

12 years

Please see
2130f
Section VIII
for reference

Heat exchanger(i 4 88)

20

945,832 00

12 years

Please see
211o0f
Section VIII
for reference

Decolonzation kettle(f
72E)

976,160 00

12 years

Please see
2.130f
Section VIII
for reference

Recrystallization
kettle(EE @R E)

789,466 00

12 years

Please see
2130f
Section VIII
for reference

Crystal recycling
kettle(El R & & £)

274,990 00

12 years

Please see
2.13of
Section VIII
for reference

20 cubic tank(20 3 J5 fi§
)

386,914 00

12 years

Please see
2.13of
Section VIII
for reference

Aldehyde tank
crotonaldehyde (B2 8

)

261,507 00

12 years

Please see
2130f
Section VIII
for reference

Toluene tank(FF & 18)

261,507 00

12 years

Please see
2130f
Section VIII
for reference

Ethanol tank( Z B & #)

264,478 00

12 years

Please see
213of
Section VIII
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for reference
Industrial cooling towers | 2 420,194 00 12 years Please see
of countercurrent( L ik B 211of
. . Section VIII
Wi m ) for reference
Converter(3 $128) 1 469,266 00 12 years Please see
2110of
Section VIII
for reference
Instrument ({4 3%) 1 934,590 00 12 years Please see
211o0f
Section VIII
for reference
Low-voltage electrical 1 300,530 00 12 years Please see
appliances counters at the 2.110of
scene Section VIII
(CRIH1EE B 554E) for reference
Ex-intelligence 1 230,079 00 12 years Please see
electromagnetic 2110f
flowmeter(V5 # 2 BHE & Section VI
. for reference
BRI
Metal rotor Flowmeter( & 0 244,279 00 12 years g ]false ?ee
0
ERFREL Section VIII
for reference
Sewage treatment i 275,171 00 12 years Please see
facilities(35 kAL B+ 211of
actlities(G5 /KA TR Fr) Section VIII
for reference
Low-voltage electrical 18 424,713 00 12 years Please see
cabinet 21 10f
(EE B B 1E) Section VIII
- for reference
High-voltage switch 6 267,626 00 12 years Please see
cabmet(& B FF % 1E) 2110f
Section VIII
for reference
Sewage treatment 1 399,267 060 12 years Please see
faciliies (5 kAL ERiR % 211of
ties ) Section VIII
for reference
Low-voltage cables({& FE 1 203,366 00 12 years Please see
211o0f
=) Section VIII
for reference
Sewage treatment 1 375,000 00 12 years Nil
facilities (G5 KRR %)
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22

23

Restaurant (&/T) 216,000 00 20 years Nil
Freezer (;%)}Fm) 283,850 00 5 years Nil
Passat sedan ($A5%45 5t 271,900 00 5 years Nil
%)

As confirmed in writing by the Company, save as the mortgages in the 2 1 1 and
2 1.3 of Section VIIT and details in 1 of Section III( over RMB 200,000), there are

no equipments under

any hire-purchase or

leasing arrangements and

encumbrances and as a result of our investigations for the purpose of this Due
Diligence Report based on the documents we have sighted to date

2 The Company was granted the following land-use rights

21
Certificate Number Lin Kai Guo Yong (2003) Zi No.007
W IFEA (2003) ¥ 007 5
Rightful User Liny1 Van Science and Technmique Co , Ltd
Location South Side,West of Double Moon Lake Road, Linyt
High-tech Industrial Development Zone
Lot Number 401/3/029
Type of Use Industry
Method of Acquiring Assignment
Valid Period February 17, 2003 to February 16, 2053
Lot Size 33,044 66 m”

Certificate Number Lin Kai Guo Yong (2007) Z1No 016
IsITEMH (2007) F3$ 016 5

Rughtful User Liny1 Van Science and Techmque Co , Ltd

Location East Side of East Binhe Road, Economic Zone

Lot Number 503/3/019

Type of Use Industry

Method of Obtaining Assignment

Valid Period December 20, 2007 to December 20, 2057

Lot Size 45,743 S m*
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On 12 July 2007, the Company entered into a land assignment agreement with
the Admimstrative Commuttee of the High-tech Industnial Zone of Liny1
Municipal People's Government pursuant to which the Company acquired the
land use rights for a prece of land of approximately 14,000 sg m at South Side,
West of Double Moon Lake Road, Liny1 High-tech Industrial Development Zone,
Liny1, PRC for a consideration of RMB5,301,600 The consideration for this
acquisition has been fully paid and the land use rights certificate in relation to this

plot of land 1s currently being processed.

The Company owns the following buildings

Address
Lin Fang Quan Zheng Luozhuang District Z1 No 32050001
( BT EXF 5 32050001 & ) 1ssued by Real
I(SIertlglcate Estate Management Bureau of Linyt (8 JTEF=EER) on
umber December 2, 2004
South Side of West Double Moon Road, High-tech
Location
Industnal Development Zone
Manner of | | byl
acquirement
Floors 1
Utlity Office building and industnal factory building

Building area

2414.64 m*

Encumbrance

This building has been mortgaged on June 30, 2008 to
Shizhong Branch, Industry and Commerce Bank of China
in connection with the loan (please refer to VIII 1 1-1 § for
details) under which this mortgage has been granted and
registered with Real Estate Trading Centre of Liny1 City
(please refer o VIII 2 1 2 for details)

Lin Fang Quan Zheng Luozhuang District Z1 No 32050002
( BERES EXFE 32050002 5 ) 1ssued by Real

I(\Zlemtf;lcate Estate Management Bureau of Linyi (GFE-E 2 &) on
umber December 2, 2004.

Location South Side of West Double Moon Road, High-tech

Industrial Development Zone

Manner of 1 ge1f bt

acquirement

Floors i

Utility industnal factory building

Building area

41.1 m*
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This building has been mortgaged on June 30, 2008 to
Shizhong Branch, Industry and Commerce Bank of China
1n connection with the loan (please refer to VIII 1 1-1 S for

Encumbrance | details) under which this mortgage has been granted and
registered with Real Estate Trading Centre of Liny1 City
(please refer to VIII 2 1.2 for details)
Lin Fang Quan Zheng Luozhuang District Zi No 32050003
(BEBUEF ERXFSE 32050003 & ) 1ssued by Real
gemlfjicate Estate Management Bureau of Linyt (G JTEF=E ) on
umber December 2, 2004
L West Double Moon Road, High-tech Industrial
ocation
Development Zone
Manner of | gorf byt
acquirement
Floors 4
Utility industrial factory building
Building area | 3688 04 m”

This building has been mortgaged on June 30, 2008 to
Shizhong Branch, Industry and Commerce Bank of China
in connection with the loan (please refer to VIII 1 1-1 5 for

Encumbrance | details) under which this mortgage has been granted and
registered with Real Estate Trading Centre of Liny1 City
(please refer to VIII 2 1 2 for details)
Lin Fang Quan Zheng Luozhuang Distrnict Zi No 32050004

( WEFGEF FEXFH 32050004 5 ) 1ssued by Real

Certificate o

Number Estate Management Bureau of Liny: (I8 T BB E/R) on
December 2, 2004

L South Side of West Double Moon Road, High-tech

ocation

Industrial Development Zone

Manner of | g1 bt

acquirement

Floors 4

Utility industrial factory bulding

Building area | 4732 58 m°

Encumbrance

This building has been mortgaged on June 30, 2008 to
Shizhong Branch, Industry and Commerce Bank of China
in connection with the loan (please refer to VIII 1 1-1 5 for
details) under which this mortgage has been granted and
registered with Real Estate Trading Centre of Liny1 City

( please refer to VIII 2 1 2 for details)
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IV.MATERIAL ACQUISITIONS AND DISPOSALS

The Company has confirmed in wniting that, save as disclosed 1n Section 1.11 of Part 1
and Section 3 of Part VIII of this Due Diligence Report, there 1s no matenal acquisition
or disposal of assets, property, intellectual property rights etc by the Company as of the
date of this Due Dihigence Report[ and as a result of our investigations for the purpose
of this Due Duligence Report we have no reason to behieve or suspect otherwise based
on the documents we have sighted to date

V. BUSINESS AND MATERIAL CONTRACTS

1

Business contracts

Based on our investigations and enquines, the Company 1s in the business of
manufacturing and selling of Sorbic Acid and Potassium Sorbates for use as
preservatives 1n food and other products from the factory premises at South
Side, West of Double Moon Lake Road, Linyi High-tech Industrial
Development Zone (please refer to 2 1 of Section III for detaills)  The
Company does not produce other products described in the business scope to
date

1 1 Raw matenal and suppliers

The key raw matenals used by the Company 1n 1ts business are crotonaldehyde
and glacial acetic acid and 1ts major supphers are Jiangsu Kaida Chemical
Co,Ld (LHrglLisfb THIELAE )N “Kaida Chemical”) ,Yankuang Guotai
Chemical Co,Ltd (W EEATERAOT) (“Guotar Chemical”) and
Shanghai Chundu International Trade Co ,\Ltd ( F¥B4EEIFRTHEETRLE)
(““Shanghal Chundu”) and the main terms of supply are as follows:

1 1 1 Purchase and Sale Contract

On May 3, 2008, the Company signed a purchase and sales contract with Kaida
Chemical 1n Liny1 The summary of the purchase and sale contract is as below

Parties Party A (the purchaser). the Company
Party B (the supplier) Kaida Chemical
Name Manufacturer Number Total Time and Term of
(ton) Amount Delivery
(RMB)
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Crotonaldehyde

Quality criteria:

Delivery

Acceptance:

Payment:

Responsibility
for breach of
the contract:

Dispute
Settlement

Validity

Kaida 100 1,080,000  Party B shall
Chemical deliver the goods
within three days
after recetving the
delivery notice
(1) The components of the products should meet the
following requirements over 99 4% content of
Crotonaldehyde, below 0 20% content of water, below
0.3% content of reunuted, below 0 15% content of acid
(computed by acetic acid ), transparent or Light yellow
liquid
(2) The products shall be attached with quality check report
of the products

1) Party B 1s responsible for transporting the products to
Party A’s factory

(2) Party B shall bear the costs of transportation.

(3) Party B shall take the risks during the transportation

(4) The possession of the contracted products shall be
transferred to Party A since the arrival at Party A’s factory,
unless Party A does not fully perform the oblhigation of
payment.

The test center of Party A shall examine the quality of the
products according to its own quality and technology
requirements. If any dispute occurred over the products, it
shall be submutted to agreed Supervision Bureau for
settlement If the products are defective, the breaching
party shall assume responsibihty for default

Payment shall be due and payable after the products are
accepted by Party A and full value-added tax invoices were
provided by party B.

Both parties should perform their obligations under the
contract according to PRC Contract Law The breaching
party shall compensate 20% penalties of the target amount
to the other party

Each party shall negotiate with the other party when any
dispute arises thereof If there is no compromise to be
reached, 1t shall be submitted to Arbitration Court or
People’s Court where Party A located for settlement

(1) The contract shall become effect after signature and seal
of both parties
(2)The term of valid period of the contract 1s half a year

1 1 2 Purchase and Sale Contract

39




On May 3, 2008, the Company signed a purchase and sale contract with Guotai
Chemical 1n Liny1. The summary of the contract 1s as below:

Parties

Name

Crotonaldehyde

Party A (the purchaser) the Company
Party B (the supplier) Guotai Chemacal

Manufacturer Number Total Time and Term of
(ton) Amount Delivery
(RMB)
Guotai 5,600 1,960,000  Party B should
Chemical deliver the goods

1n batch after
receiving the
delivery notice

Quality criteria: (1) Both parties should perform their obligations according

Delivery

Acceptance:

Payment:

Responsibility
for breach of
the contract:

to international standard GB/T1628.1-2000 and
agreements reached by both parties.

(2) The product should be attached with quality check

report

(1) Party B 1s responsible for transporting the products to
party A’s factory by tanker.

(2) Party B shall bear the costs of transportation

(3) Party B shall take the risks duning the transportation

{(4) The possession of the contract products shall be
transferred to Party A since the arrival at Party A’s
factory, unless Party A does not fully perform the
obligation of payment thereunder

The test center of Party A shall examine the product
according to national standard If any dispute cccurred over
the product, 1t shall be submitted to agreed Supervision
Bureau for settlement [f the products are defective, the
breaching party shall assume responsibility for default

Payment shall be due and payable after the products are
accepted by Party A and full value-added tax invoices are
provided by Party B

Both parties should perform their obligations under the
contract according to PRC Contract Law The breaching
Party shall compensate 20% penalties of the target amount
to the other party
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Dispute
Settlement,

Validity

Each party shall negotiate with the other party when any
dispute arises thereof If the two parties cannot reach an
agreement, 1t shall be submuitted to Arbitration Court or
People’s Court where the complying party located for
settlement

( 1) The contract shall become effect after signature and
seal of both parties
(2) The term of valid period of the contract 1s half a year.

1 1 3 Purchase and Sales Contract

On May 2, 2008, the Company signed a purchase and sales contract with
Shanghar Chundu in Liny1 Van Science and Technique Co ,Ltd The summary of
the purchase and sales contract 1s as below

Parties

Name

Potassium
hydroxide

Quality

criteria:

Delivery-

Party A (the purchaser) the Company
Party B (the supplier) Shanghai Chundu

Type Manufactur Numbe Total Time and
er r{ton) amount(R  Term of
MB) Delivery
The content of  Youlide(ft 300 1,035,000  Party B shall
KOH beyond  i|4&) deliver the
48%,Cl below goods within
0 002% three days
after
receiving the
delivery
notice

{1) Both parties should perform their obligations according to
national standard GB/T1919-2000 and agreements reached by
both parties

(2) The product shall be attached with quality check report

(1) Party B 1s responsible for transporting the products to Party A’s
factory by tanker

(2) Party B shall bear the costs of transportation

(3) Party B shall deliver the products according to related laws and
regulations and take the risks during the transportation

(4) The possession of the contract products shall be transferred to
Party A since armival at the Party A’s factory, unless Party A does
not fully perform its obligation of payment thereunder
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Acceptance: The test center of Party A shall examine the products according to 1ts
own quality and technology requirements If the products are
defective, Party A can return the product to Party B by original tanker
for change The damages caused by unduly delivery shall be born by
Party B

Payment: Payment shall be due and payable in six days after the products are
accepted by Party A and full value-added tax mvoices are provided
by Party B

Both parties should perform their respective obligations under the
Responstbility contract according to PRC Contract Law The breaching Party shall
for breach of compensate 20% penalties of the target amount to the other party
the contract:

Dispute Each party shall negotiate with the other party when any dispute

Settlement arises thereof If both parties cannot reach an agreement, 1t shall be
submitted to Arbitration Court or People’s Court where Party A
located for settlement

Validity (1) The contract shall become effect after signature and seal of both
parties
(2) The term of valid period of the contract 1s half a year

The top ten raw material suppliers from 2005 to the date of March 31, 2008
(please refer to appendix I for details)

12 Customers, sales and marketing

The Company markets and sells 1ts fimished products to customers in the PRC
and overseas under the trading name Liny1 Van Science and Technique Co,
Ltd and the trademark Gold Van (please refer to Section VII for details)

The top ten chents from 2005 to the date of March 31, 2008 (please refer to
appendix II for details)

Related Party Transactions

According to PRC Company Law, related party transactions means the deals
between controlling shareholders, actual controlling party, directors,
supervisors, senior management personnel of the Company and those
enterprises which have a direct or indirect control over the Company or whose
relationship with the Company may result 1n a transfer of the Company’s
interests The Company has confirmed in writing that there has been no related
party transactions in the three financial years ended 31 December 2007 and up
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to the date of this Due Diligence Report and as a result of our investigations for
the purpose of this Due Diligence Report we have no reason to believe or
suspect otherwise

3 Material Contracts (as listed in 1.1 and 1 2 of this section)
4 Pricing and Price Control

According the information provided by the Company and based on our duly
investigation, there is no products of the Company 1s subject to any form of price

contro! in accordance with PRC law, regulations and bylaws.

VI.LITIGATION

There 15 no official databank 1n PRC with which we can confirm the status of the
Company 1n connection with litigation The Company has confirmed 1n writing that
there 15 no litigation, arbitration, proceedings, claims, or penaltes that are currently
pending or threatened against the Company at the time of thus Due Diligence
Report

VII. INTELLECTUAL PROPERTY

Trademark

As of the date of this Due Diligence Report, the Company owns one registered
trademark with the following information

Registered
Number Trade Marks Class Valid Term

Class 1
chemuicals for food
antiseptics, chemical

for food preservatives,

beer clanfier and From 21 Nov,
preservatives; 2004 t0 11 Nov

ERBERILES - 2014
o BREFALER B
(JINXIANFENG ) smsms 3 FB5 B3

3478980

GCLD VAN

Supporting Documents
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1) Trademark Registration Certificate { BIFREMIE humbered 3478980 1ssued by

Trademark Office of State AIC ( ERIEITHERBLERBIRE ) dated
November 21, 2004

Domain name

The Company has entered into contract with Zhejiang Netsun Co ,Ltd (H7 T SR %}
H B SR B) for registration on November 4, 2004 and (AR A A BEE SR

F AR T)) for registration 1n 2007 The Company owned the following domain
names to date

http.//www vanchemical com
http //www.goldvan cn

Production processes, techniques and related intellectual property rights

According to the Company, there are know-hows on the production processes and
techmques of the Company, but there are no mntellectual property rights are required
therewith

Conclusion

The above Trademark 1s legally owned by the Company 1n accordance with PRC
Laws Registration of the trademark has been located by trademark online search
on http //sbex saic gov en/trade/index Jsp

The Company confirmed that, (a) other than the abovementioned, the Company
does not own and 1s not being licensed to other patents, copynghts, trademarks,
trade secrets or other proprietary rights and processes and (b) the Company has
not received any notice and is not aware of any pending infringement claims
regarding any third party’s patents, copyrights, trademarks, trade secrets, domain
names or other proprietary nghts and processes against the Company nor is there
any threat thereof, and there 1s no violation by a third party of any of its patents,
copynghts, trademarks, trade secrets, domain names or other proprictary rights
and processes Based on our investigations for the purpose of this Due Diligence
Report, we have no reason to believe or suspect otherwise

VIII. BORROWINGS/LIABILITIES

1 Bank Borrowings
As confirmed by the Company, the Company owes the following

outstanding loans amounting to RMB 24,850,000, the details are as
follows
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Amount

No. (RMB) - Loan Bank Period Security
Linyi Shizhong Branch, From lﬁghes;taze
Industry & Commerce Bank | October 1, (pleasge sgec
11 | 2,750,000 | of China (PEIBRT 2007 to VI 2 12 for
. L September detail
W3 ST R 2 T) 10, 2008 etails)
. Real estate
Liny1 Shizhong Branch, From October ;g rtegage
5 | 3250.000 Industry & Commerce Bank | 75407 1 | over (please
220, of China { FEITERITE | October 10, | see VIII2 12
¥ T) 2008 for details)
Real estate
Liny1 Shizhong Branch, From January mortgage
Industry & Commerce Bank 7 2008 to (please see
13| 1,000,000 | of Chuina (FEITERITH | October 10, | VIIE2 1.2 for
ST 2 4T) 2008 details)
Real estate
Liny1 Shizhong Branch, From April 2 mortgage
Industry & Commerce Bank 2008 to ’ (please see
14 | 2,750,000 | of China TE4RITHERT | October 30, | VIII2 1.2 for
hE4T) 2008 details)
Real estate
Liny1 Shizhong Branch, From May mortgage
15 | 1,000,000 | China Construction Bank( 2g;t012)g?§ 30 V(ﬁllegsf 2sefi>r
E T R54R 1T I8 A S21T) 2008 details)
Liny: Shizhong Branch, Equipment
Industry & Commerce Bank | From July 8, mortgage
16 | 4,500,000 [ of Chuna (B TE4RITIE 2008 to July | (please see
. . 3, 2009 VIII2 13 for
i X AT) details)
Equipment
Liny1 Shizhong Branch, Decirrgg:ar 7 mortgage
17 | 5,000,000 | China Construction Bank($ 2007 to V(I}}llegsle lsef% ;
ERRAFETARRT) | O | detals)
Rural Credit Union of Joint hability
Luozhuang District, Liny1 Fg%m;o)(c);t?o:)er guarantee
18 ) 460,000 | cuy (EFHSERRIE | October2, | P1ease see
or
A 2008 details)
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2 Guarantee Contract

2.1.1 Maximum Amount Mortgage Contract{ & &= Sl # & 18)

Mortgagor

Linyi Van Science and Technique Co.,Ltd.

' Mortgagee

Linyt Shizhong Branch, Construction Bank
of China (P HRIGRIT K FHF XIT)

Mortgage
period and
maximum
amount of
mortgage

From May 24, 2007 to May 22, 2009

RMB5,000,000

Amount of
loan
outstanding

RMBS5,000,000

Mortgaged
property

Two Sorbic Acid Production Lines RMB
20,975,700 RMB 14,720,000 ( please refer

to 1 of Section III for reference )

2.1.2 Maximum Amount Mortgage Contract(& & #i #& [E)

Mortgagor | Linyi Van Science and Technique Co.,
Ltd.
Mortgagee | Liny: Shizhong Branch, Industry &
Commerce Bank of China (FE LR TIR
AR 3AT)
Mortgage | From October 31, 2005 to October 31, 2008,
period and
maximum | RMB14,000,000
amount of
mortgage
Amount of | RMB10,650,000
loan
outstanding
Mortgaged | Land use nght Lin Ka1 Guoyong 2003
property No 007
Butlding Lin Fang Quan Zheng Luozhuang
Dastrict Z1 No 32050001
Lin Fang Quan Zheng Luozhuang
Dastrict Z1 No 32050002
Lin Fang Quan Zheng Luozhuang
Dastrict Zi No 32050003
Lin Fang Quan Zheng Luozhuang
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District Z1 No 32050004
The total value 1s RMB 28,013,000

2.1.3 Maximum Amount Mortgage Contract (& & B H & R)

Mortgagor Linyi Van Science and Technique
Co,,Ltd.

Mortgagee | Liny1 Shizhong Branch, Industry &
Commerce Bank of China (B L& BT
Il 3fr 17 AR 32 4T)

kind and From July 8, 2008 to July 3, 2009,

amount of RMB4,500,000

the principal

claim

secured

Amount of | RMB4,500,000

loan

outstanding

Name of the | Sorbic Acid Production Line evaluated

mortgaged | RMB 20,975,700 ( please refer to 1 of

property
Section [II for reference )

2.1.4 Guarantee Contract (fRiES @)

outstanding

Beneficiary | Linyi Van Science and Technique Co.,
Litd.

Creditor Luozhuang Rural Credit Union of Linyi(F
FERXRFMEAE1EL)

Relationship | Please refer to Section 1 5,1 6 of Part I for
reference

Amount RMB 4,600,000

guaranteed

Amount of | RMB 4,600,000

loan

When to be | Within 2 years since the outstanding loan 1s
discharged | due
Guarantor Liny1 Huasheng Trading Co , Ltd

Shandong Chaoyue Electricity Equipment
Co, Ltd

Conclusion
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The above contracts were legal, valid and enforceable in accordance with PRC Laws
and do not contain any unusual or unduly onerous terms, we have not sighted nor
are we aware of any notice or evidence of any breach in relation thereto as of the
date of 1ssuing thus Due Diligence Report

Conclusion

Encumbrance of Equity Interest

As confirmed by the company in writing that the Company 1s not subject
to any encumbrance, mortgage, pledge or charge and as a result of our
investigations for the purpose of this Due Diligence Report and based on
the documents we have sighted to date we have no reason to believe or
suspect otherwise

Contingent Liabilities

The Company confirmed that, other than above mentioned, up to the date
of this Due Diligence Report, no other bank loan, external investment,
encumbrance, lien, mortgage, pledge, charge, guarantee or indemmty has
been provided by the Company with respect to its assets or 1ts equity
interests nor has any other parties provided any guarantee or indemnity to
any other party 1n relation to the Company's habilities or obligations and
as a result of our investigations for the purpose of this Due Diligence
Report we have no reason to believe or suspect otherwise

we noticed in the Assets Valuation Report on Enterprise’s Acquisition of
Linyi  Van and Science Co, Ltd (i Yongcheng Ping
Z1[2008]No 007-1)(F X & ¥ 5 [2008) 58 007-1 ) that there 1s a

long-term equity investment of the Company The recording information is
as follow

Assessment
Name In?:;frr?fm Proportion BO((;{ln’g;ue Value
(RMB)
Qihe
crotonaldehyde | September 0
Limited 5, 2006 25% 5,000,000 5,000,000
Company

According to the Company’s confirmation, this investment has been resolved in
March, 2008 and the Company has no external investment to date and based on
the documents we have sighted to date we have no reason to believe or suspect
otherwise
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5 Other Liabilities

As confirmed n writing by the Company, up to the date of this Due Diligence
Report, the Company does not have any other hability except for the loans and
guarantees listed above and habilities in the ordinary course of business and the
Company has not provided any guarantee or indemnity to any party or under
any contract or agreement with respect to such other party's labilities or
obligations nor has the Company provided any encumbrance, lien, mortgage,
pledge or charge with respect to its assets or its equity interests in relation to any
such other party's liabilities or obligations Based on our investigations for the
purpose of this Due Diligence Report we have no reason to believe or suspect
otherwise

IX. MATTERS RELATING TO BUSINESS OF COMPANY

1 State/Local Tax

A Taxation Registration Certificate ( B ®12UE ) with Senal No Lu Shui

Lin Z1 371311730647578 ( BB F 371311730647578 5 ) was 1ssued to

the Company jontly by the Local and State Taxation Administration of Urban
District, Linyt City on January 17, 2008 This taxation certificate is subject to
annual examination conducted by their respective 1ssuing authorities.

The type of tax and rate applicable to the Company 1s as follows

Type of Tax Rate

Enterprise Income tax Half of 33% 1n 2007, half of
25% 1n 2008 (to be clanified
with the company)

Value added tax (3§ {E ) 17%

2

Tenure tax {( LB EEAH ) RMB8 /m

Houstng property tax(B 7= ) 1.2%

Stamp tax ( ERFEH ) 3 %o

Tax for maintaining and building cities 7%

construction tax ()

Education tax (BB B) 3%

Local education supplementary tax (875 %X 1%

LRk

According to the newly promulgated Enterprise Income Tax Law of the PRC
(PEARAME L WAFEBHBE) (the “Enterprise Income Tax Law”)

effective on January 1, 2008, 25% income tax rate apphes to all enterprises,
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including the WFOEs

According to the Preferential Decision to Liny1 Van Science and Technique
Co, Ltd 1ssued by High-tech Industrial Development Zone on October 19,
2004 (Lin Kai Guan Fa[2004]No 49), the Company has been enjoying a
preferential tax exemption since 2005, 1 ¢ from the year the Company began to
make profits, which exempted the Company from income tax in the first and
second calendar year, and enjoyed a 50% reduction in the third to fifth
calendar years

Based on the Confirmation Letter 1ssued by the Local and State Taxation
Administration of High-tech Industrial Development Zone of Liny: City ( & T

TeHEKEBRR. WIESMEXiBE ) dated August 29, 2008, the Company

(a) has made full payment of its outstanding tax liabilities and (b) 15 not subject
to any taxation penalty as a result of any violation of PRC Laws

Foreign Exchange

According to Interim Provisions of Foreign Exchange Registration of Foreign

Investment Enterprises Procedures(/AE#HR B W ACHICEBEITHE)

promulgated by the State Admimstration of Foreign Exchange and effective
on January 1, 1996, Foreign nvestment enterprises shall, within 30 days of
being 1ssued the business licence, carry out foreign exchange registratonThe
Company has obtained the Foreign Exchange Registration Certificate (No

00071006) ( AACEICAE ) 1ssued by Linyi SAFE in January 2005 and

Foreign Exchange IC Card in 2008. This certificate 1s subject to annual
examination conducted by the issuing authonty This certificate 1s not
required conduct annual examination for 2007 since the Company has
obtained the IC Card 1n 2008

Envirgnmental Protection

According to the Confirmation Letter 1ssued by the Environmental Protection

Bureau of Linyi City( WrmFE R E ) on August 29, 2008, the Company

has not violated any applicable environmental protection laws and regulations
of the PRC since 1its establishment The Company’s manufacturing facilities
and construction activities satisfied all environmental protection laws and
regulations and/or any compulsory environmental standards and we did not
discover anything duning our investigations to suggest otherwise In addition,

the Company has duly obtained a waste disposal permit ( HESS¥FAIIE ) on

February 15, 2008 This certificate 1s subject to annual examination conducted
by the issuing authority and the Company has completed the annual inspection
for 2007.
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Organization Code Certificate

According to the Adminstrative Provisions of Orgamzation Code(HUZR & 4 47

NMMRBEEHZE) promulgated by Shandong People’s Government on

October 16, 2002 and effective on January 1, 2003, the orgamzation
should ,within 30 days of its establishment, apply to local quality and
technology supervision authonty for registration The Company has obtained
the Organmization Code Certificate for Enterprise as Legal Entity (No

73064757-8) ( tA4AHL#IRBBIE ) 1ssued by the Quahty and Technology

Supervision Bureau of Linyr ( M A REARYEE R ) with the vahd period

from March 29, 2007 to March 29, 2011 This certificate 15 subject to annual
examination conducted by the issuing authority and the Company has
completed the annual inspection for 2007

Bank Account Opening Certificate

The Company has obtained the Book Account Opening Certificate 1ssued by
Liny: Shizhong Branch, People’s Bank of China on January 25, 2007 This
certificate 15 not subject to annual examination conducted by the issuing
authonity (Certificate NO..4510-00779283)

Finance Registration Certificate

According to Administration of Financial Registration of Foreign Investment

Enterprises Procedures(Fh 3% % &AL W B2 12 B 71 5E) promulgated by the

Mmistry of Finance and effective on § May 1996, Foreign investment
enterprises  shall, within 30 days of the date of being 1ssued the business
licence signed by the Admunistrative Department in Charge of Industry and
Commerce, carry out financial registraton We are informed by wntten
confirmation that the Company has applied to the Finance Bureau of Liny1 City

( VSRR BB ) for registration of Finance Registration Certificate ( B &

1CUE } and the certificate shall be obtained right after the balance of the
consideration for acquisition is fully paid

7  Customs Import and Export Goods Declaration Shoufahuoren

Registration Certificate (P4 A RFEN Bt H O WIRE TR AHRKE
it BAZIE )

Customs of Linyi, PRC 1ssued a Customer Clearance Certificate jfor
Import-Export Goods of Seller to the Company on January 24, 2005 The
Certificate 1s valid until January 28, 2011 This certificate 1s not subject to
annual examination conducted by the 1ssuing authority
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8 Registration Form of Foreign Trade Operator Registration (RNAERBELE
HEZRBIEKR)

The Company duly recorded 1ts Registration Form of Foreign Trade Operator
Registration on January 17, 2007 This certificate 1s not subject to annual
examination conducted by the 1ssuing authonty

Conclusion

To the best of our knowledge based upon our investigations and inqury for the
purpose of this Due Diligence Report and as confirmed by the Company, save for
the Finance Registration Certificate disclosed hereinbefore, all approvals, licences,
permits, and/or certificates that are necessary for the Company to carry on its
business 1n the PRC as stated 1n its business licence has been obtained All such
approvals remain 1n full force and effect and have not been revoked, withdrawn,
suspended or cancelled Under the PRC Laws, other than the licences and permits
mentioned above, no other approval is required under the existing PRC Laws in
order for the Company to conduct 1ts business and operations duly and legally

X. LABOUR MATTERS

According to the Company’s wntten confirmation, as of July 24, 2008, 296
individuals were employed by the Company on a full-time basis as follows

Number
Management 3
Executive staff 14
Human Resources Department 2
Finance & Management Department 10
Technical Development Centre 3
International Marketing Department 4
Domestic Marketing Department 5
Logistics Procurement Department 6
Security and Environment Department 14
Engineering Department 18
Quality Control Department 16
Workshop | 19
Workshop 11 82
Workshop 11 51
Engine House 23
Production Technology Department 26
Total’ 296

The Company 1s orgarused as follows.
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Board of Directors

General Manager

Deputy General
Manager

Secunty and Environment
Department

i
1]
)
]

Deputy General

Manager

USWLIRAS(] BUNSIRIA] d1salIo(]

JUAWLIEQI(] BUNNIBN

JUSLULIRAJ(] BUNRNIE]A] JBUONRBILINU]
wawyedag] s92In0say UBWNH | —

yuswneda(] Juswadeue]y] 2p 20UeUT]

991]J0 15eUR]A [BISUSN)

anua)) wawdo[aAd(] [eotuyd] | ——
JUBWIIRA(] [ONUOD) Allfen | —

jawredag Npny pue Surued

JUSUILIRAJ(] JUSIUOIIAUT PUB AJLINIIG

JUSUIMEAI(] ABO[OUYI3 ], uononpold | ——

JUSWIIRAR(] JUSWAINJ0IJ SONSBO ]| ——

Responsibilities of each department:

1) International Marketing Department (located in Shangha)

Major function charge international trade, develop international market and research
on the international customers’ demands, manage deliveries and transportation of
products, manage distributions/agencies in intemational market and overseas offices,
manage corresponding documents, confirm merchants evaluation and special
demands of customers etc., recalling according to 72/821/84 of ISO3001,
4,4,6/4 4.3 of ISO 14001, HACCP etc

2) Domestic Marketing Department

Major function charge sales in domestic market, research on domestic market,
develop domestic customers and research on customers’ demands,

manage deliveries and transportation of

national trades, manage domestic distributions

and agencies, recalling according to 7 2/8 2 1/8 4 of ISO5001, 4 4 6/4 4 3 of ISO 14001,
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HACCP etc

3) Technical Development Centre

Major function. research and test on products, develop technology, formulate the
process and the technical index, technical reserves, manage technical improvements,
basically research on the quality control of present products and technical guidance

of production research tracking, manage the laboratory; check the implement of the
technical improvements etc

4) Production Technology Department

3)

6)

7

8)

9

Major function: manage each workshop, testing and laboratory analysis of the
process; production scheduling, DCS network and centralized management, general
statistics centralized management; manage laboratory, research and development and
in iine with the test, exam production etc

Quality Control Department
Major function manage supplier assessments, control raw materials and product

quality, quality inspection and testing responsibility for the management, manage the
quality before loading, system certification, manage samples etc

Project Management Department
Major function manage facilities and power, telecommunication and communication;

evaluation and budget of technical improvements, manage technucal transformation
projects and pipelines; relevant assessments etc,

Securnity and Environment Department
Major function safety production and labor protections, environmental protections
and disposal of wastes, health supervision, public security, manage personnel

and vehicl, plant landscaping and greening, sanitation protections, security and
environment assessments, inspect the company etc

Log:stics Procurement Department
Major function research and mamntain supphers, implement comprehensive

procurement plans, store liquid and logistics handling, assessments of suppliers,
other assessments etc.

Finance Department

Major function manage the assets and funds; manage accounting, costs, profits and
tax, cost assessments, related contracts, internal audits, relevant assessments etc

10) Human Resource Department

Major function employees training and education, manage special operations staff for

licence required, manage welfare, recruitment, employment and dismissal, relevant
assessments etc

11) Office

Major function charge executive and office supporting (including documents, letters,

seals, meetings, internal vehicles etc ), interior affairs and receptions, manage files
and confidential matters, corporate planning, legal advice etc
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12} Trade Union

Major function (1) Life Committee: manage logistics, daily life and facilities,

employees’ amateur cultural and sports activities, publicity and
relevant facilities management etc

(2) Women’s Work Commuittee protect women’s legal nghts and
relevant activities and managements, work and manage family
planning etc

(3) Organize trade unions and fund inspections ete

The Company confirmed that each of the employees has duly and validly entered
into an employment contract with the Company The Company has obtained a copy
of the Company's payroll of RMB 32 8393.00 for July, 2008 and conducted a
sample of labor contract as due diligence on this 1ssue and based on our review of a
sample of executed contracts made between the Company and 1ts employees for the
purpose of thus Due Diligence Report we have no reason to believe or suspect
otherwise

According to the sample contracts provided by the Company, there are no
provisions that would violate any PRC Laws We are of the opinion that the sample
employment contracts are legal and valid under the PRC Laws Based on the above,
we are of the opinion that the Company has properly employed all 1ts employees in
accordance with the PRC Laws

The Company has obtained the Socal Insurance Register{ #t24REFI2UE hssued
by the Labour and Social Secunty Office of High-tech Industnal Zone of Liny

City (“LHSSB” ) (BT SMBERFLARXFTHSHLHRER ) on
September 22, 2004

As confirmed by LHSSB with a confirmation letter dated August 29 2008, the
Company has complied with all applicable labour and social security laws and
regulations and has fully pa:d all required social insurance premiums for all 1ts
employees

As confirmed by LHSSB in a letter dated August 29, 2008, the Company 1s not
compulsorily required to pay housing accumulation funds for 1ts employees and
LHSSB will not impose such housing accumulation funds retroactively

According to the Company, more than 260 of the Company's employees have
participated 1n labor union of the Company, and Company has not been threatened
or has any strike occurred to date There 1s a good employer-employee relationship
1in the Company and there are no actual or proposed industrial or other actions or
any labor disputes between the Company, the labor union and the employees

Supporting Documents

1)
2)

Social Insurance Register Certificate 1ssued on September 22, 2004
Letter from Labor and Social Securnity Bureau of High-tech Industrial Zone of

Liny1 City ( “LHSSB”, A S BEAR= LA RXFHELSLRER ) dated
August 29, 2008
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3)

Registration certificates of labor contracts entered into between the Company

and 1ts employees in the PRC

XI.SAFETY AND HEALTH

In accordance with China Food and Health Act (PEARRNERB I LR
promulgated by the 8th National People's Congress Standing Commuttee of

Peaple's Republic of China (PEARKRAEENRLEAARKRKEES
Z R £) and came 1nto effect on 30 October 1995 , Health Regulations Relating
to the Food Additives ( E@AMAI D EERSERH ) released by the Health
Ministry on 11 December 2001 and came into effect on 1 July 2002 ,

Shandong Safety Production Provision (IWHREBRE4EFEB&KH)
promulgated by the 10th People’s Congress Standing Commuttee of Shandong
Province (UFREE TR ARKRERRSESFER L) on March 30, 2006 and

came 1nto effect on June 1, 2006, Adnunistrative Regulations of Production

Licence for Industnial Products(P4 A RFAME Tl REFFAHEERSR

#l) promulgated by the Sate Council on July 24, 2005 and effective on

September 1, 2005 and other related PRC Laws, the Company has obtained all
requisite certificates and permits for its operation of business [and all such
certificates and permuts remain n full force and effect and have not been
revoked, withdrawn, suspended or cancelled

1 Samtation Licence (I 4 #121E)

The Company has obtained a Sanitation Licence issued by the Shandong
Entry-Exit Inspection and Quarantine Bureau on August 31, 2007 The licence
is vahd unti] August 30, 2010

Food Health Permit (B & 2 4 ¥F AJAE)

The Company has obtained a Food Health Permut 1ssued by the Health
Department of Shandong Province. The permit 1s valid from March 12, 2007 to
March 11, 2011 This certificate 1s subject to annual examination conducted by
the 1ssuing authority and the Company has completed the annual inspection for
2007

Safety Production Permit (B2 £ 7= VF i)

The company has obtained a Safety Production Permut 1ssued by Shandong
Administration of Work Safety on June 13, 2008, the permit 1s vaiid from June
13, 2008 to June 12, 2011 This certificate 1s subject to annual examination
conducted by the 1ssuing authority and the Company has completed the annual
inspection for 2007,
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4 Production Licence for Industrial Products (£ B Tk 7= a4 7 iF A iF)

The company has obtained Production Licence for Industrial Products 1ssued by
the General Adminustration of Quality Supervision, Inspection and Quarantine
of People’s Republic of China (Licence No.. XK13 — 217 — 00506) on
November 20, 2006 The Licence 15 vahd until November 19, 2011

5 Special Equipment Use Certificate 1% % £ A B33k

The Company has obtained the requisite certificates for the operation of the
business from Liny: Bureau of Quality and Technical Supervision and subject to
annual inspection of 2007 The Company owns the following registered
certificates

Certification Number ( EHIE%S )

5T | Guo Lu QN00O3(43 8 QN0003)

52 | Rong ILE Lu QNO042( 1LE & QN0042)
>3 | Rong 1LE Lu QN0044(% 1LE & QN0044)
54 | Rong 1LE Lu QNO0045(& 1LE 8 QN0045)
535 | Rong 1LE Lu QNOO46( 1LE B QN0046)
56 | Rong 1LE Lu QN0047(% 1LE & QN0047)
57 | Rong 2MS Lu QN0025(& 2MS & QN0025)
58 | Rong 1LS Lu QNOO29(A 1LS & QN0029)
59 ! Rong 2MS Lu QNOO26(E 2MS B QN0026)
5101 Rong 2MZ Lu QN0027(E 2MZ 8 QN0027)
511\ Rong 2MZ Lu QNO028(E 2MZ & QN0028)
5 12| Rong 1LE Lu QNO033(& 1LE & QN0033)
5 13| Rong 1LC Lu QNOO3Y(Z 1LC B QN0039)
514 | Rong 1LE Lu QNO0040(Z 1LE B QN0040)
515 | Rong 1LC Lu QN0036(Z 1LC & QN0036)
516 | Rong 1LC Lu QNOO37(& 1LC & QN0037)
317 | Rong 2MC Lu QNOO38(Z 2MC & QN0038)
518 | Rong 1LE Lu QN0041(% ILE & QN0041)
519 | Rong 1LE Lu QN0043(% ILE & QN0043)
520 | Rong 1LE Lu QNO034(Z& I1LE & QN0034)
521 | Rong 1LS Lu QNOO30(Z 1LS & QN0030)
522 | Rong 1LS Lu QN0031(& 1LS & QN0031)
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523

Rong 1LS Lu QN0032(& 1LS B QN0032)

524

Rong 1LC Lu QNO035(& 1LC & QN0035)

Conclusion

We hereby are of the opinion that the company 1s 1n comphance with the health
and safety regulations applicable, in particular, regulations relating to
production equipment, work process, raw materials, and production procedures
All requirements stipulated by the state, provincial or municipal government are
met and all approvals, permits, consents or licences required has been obtained
by the Company 1n accordance with PRC laws and all such approvals, permuts,
consents or hcences remain in full force and effect and have not been revoked,
withdrawn, suspended or cancelled

XIL

Insurance

According to the documents supphied by the Company, the Company owned the
following issurance with the details as follows

Information/documen|Answer/dat| Answer/date of|Answer/date |[Answer/date|Answer/date of

t required e of providing  the, ¢ b oviding |of providing [providing the
providing document the document|the document
the document
document

1 |Policyholder LinY: Van {LinY1 Van Shao Wang Shao Mingming
Science and |Science and Mingming Liaojue
Technique [Techmque
Co ,Ltd Co,Ltd

2 (Insurer PICC PICC PICC PICC PICC

3 |Beneficiary LinY1 Van |LinY1 Van Shao Wang Shao Mingming
Science and |Science and Mingming Liaojue
Technique |Techmque
Co.,Ltd Co ,Ltd

4 |Insurance policy  |[PDAA2008 [PDAA20083713]PDAA200837 |PDAA20083 [PDAA20083713

number 3713020001(0200011960 13020000901 {7130300002 j0200009010

1959 0 003

5 |Of the insured Passat Liberation BUICK(style |Accord BUICK(style
sedan(style |bus(style:CA63 {SGM7252GL)sedan SGM7252GL)
SVW7183A|50A2) (style
G1) HG7230)
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Maximum 1nsured
amount

(1)

M

(1

2

3)

Premium

RMB900 00

RMB1,017 00

RMB950 00

RMB618 40

RMB 5,937 32

Any abnormal
exemption of
habality clauses

N/A

N/A

N/A

N/A

N/A

Date of last
payment of
premium and
amount

N/A

N/A

N/A

N/A

N/A

10

Date of expiry or
renewal

May 31,
2009

May 31,2009

Apr 28,2009

Jan 31,2009

Apr 28,2009

11

Any outstanding
claims

N/A

N/A

N/A

N/A

N/A

12

Any actual (or
possible) event that
will render the
pohicy voud or
unenforceable

N/A

N/A

N/A

N/A

N/A

13

Copies of the
msurance
policies/deed

N/A

N/A

N/A

N/A

N/A

14

Receipts or
evidence of latest
payment of
premium

Wd4696427

W4696428

N/A

N/A

N/A
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(1) Death and disability compensation limitation RMB110,000 00, Compensation for medical

@

()

expenses limitation, RMBI10,000 00, Property damages limitation: RMB2,000 00, Death
without responsibility and disability compensation limitation RMB11,000 00, Medical
expenses without responsibility compensation limitation RMB1,000.00, Property damages
without responsibility compensation hmitation RMB100.00

Loss of motor vehicle 1nsurance RMB230,000 00, Third party liability 1nsurance
RMBI100,000.00; Officers liability insurance on board(driver). RMB10,000 00/per seat,
Officers liability insurance on board(passenger) RMB10,000 00/per seat, Excluding tax-free
Odds RMBO 00

Loss of motor vehicle insurance RMB190,000 00, Third party lability insurance
RMB150,000 00, Officers hability insurance on board(drniver) RMB10,000 00/per seat,
Officers hiabihity insurance on board(passenger) RMB10,000.00/per seat, theft and robbing
insurance  RMB 160,000 00, Individual insurance broken glass RMBO 00, Body scratches loss
insurance RMBS5,000.00; Spontaneous loss of insurance RMB160,000 00, Excluding tax-free
Odds RMBO 00.

XIII. CERTIFICATES AND LICENCES OF THE COMPANY
THAT ARE AWARDS OR VOLUNTARY

1 Certificate of High-Tech Enterprise (B ¥ H AR & L4)

Certificate of High-Tech Enterprise 1ssued by the Department of Science
and Technology of Shandong Province (Certificate NO.. Lu Ke Gao Z1
[2008] No 15) on January 30, 2008

2 Certificate of Quality Management System Certificaion (RERERH&R
AUEIE)
China Quality Certification Centre certified that the Quality Management
System of the Company is i conformity with ISO 9001 2000, GB/T
19001-2000 Standard The Certificate is applicable to the Food

Additive-Sorbic Acid and Potassium Sorbate products and 1s valid until
April 2, 2011, (Certificate # 00108Q10307R1M/3700).

3 Shandong Province Product Implementation of the Standards Certificate of
Registration (IR E A= HAITIREEIZUEP) Shandong Bureau of

Quality and Technical Supervision and Linyr Bureau of Quality and
Technical Supervision 1ssued a Shandong Province  Product
Implementation of the Standards Certificate of Registration to the
Company on April 6, 2006 [Certificate # 371311-0011]
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Certificate of Environment Management (FFE B B AR AEWED)

China Qualty Certification Centre certified that the Environment
Management System of the Company 1s 1n conformuty with ISO
14001:2004, GB/T 24001-2004 Standard The Certificate 1s apphicable to
the Food Additive-Sorbic Acid and Potassium Sorbate products and 1s
valid from March 24, 2008 to March 23, 2011, (Certficate #
00108E22079R1M/3700)

HACCP Certificate (HACCP IAELEH)

China Quality Certification Centre certified that the Company complies
and continue to operate within the CAC/RCP1-1969, Rev 4 (2003)
guidelines of the Hazard Analysis Critical Points Systems 1n relations to
the production and related management activities for the Food
Additive-Sorbic Acid and Potassium Sorbate The Certificate 1s vahd from
March 19, 2008 to March 17, 2011

Production Safety Advanced Enterprise (R £ % 7= Kt k)

The CPC Working Commuttee for the High-tech Industnial Development
Zones of Liny1 City and the Adminustration Commuttee of High-tech
Industrial Zones of Linyi City awarded the Company for being “2006’s
Liny1 City High-tech Industrial Development Zone - Production Safety
Advanced Enterprise” in March 2007 We have been informed by the
Company that it has already applied to the related authority for a renewal
of this certificate

Food Sanitation Class A-Level Unt(Bm B4 FR A RH ()

The Health Department of Shandong awarded the Company for being a
“Food Sanitation Class A-Level Umit” 1n February, 2006

Certification of the Occupational Health and Safety Management
System (R @RS EERHRAILEILEH)

China Quahty Cerufication Centre certified that the Company has
implemented and maintains an Occupational Health and Safety
Management System mn accordance with GB/T OHSAS18001. The
Occupational Health and Safety Management System 15 applicable to the
production of Food Additive-Sorbic Acid and Potassium Sorbate and 15
valid from March 25, 2008 to March 24, 2011 (Certificate No..
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10

11

12

13

14

00108811013R1M/3700)

FAMI-QS Certificate (EXRMERRMA STE S PR BER AL
H)

HSL Certification Service certified that the Company has implemented
and maintains a Quality Management System in compliance with the
FAMI-QS Code of Practice for Feed Additive and Premixture Operator
The Certificate was 1ssued on December 28, 2006 and expired on
December 27, 2009

IFANCA HALAL PRODUCT CERTIFICATE

An [FANCA HALAL Product Certificate was issued to the Company by
the ISLAMIC FOOD AND NUTRITION COUNCIL OF AMERICA,
which certified that the products of Sobric Acid and Potassium Sorbate of
the Company are under the supervision of the Islamic Food and Nutrition

The Certificate is valid until September 30, 2008 The Company shall be
applying for renewed certificate in due course.

(Certificate No LVST-CN 07003)

Letter of Certificate of Orthodox Unmion

Orthodox Union Jewish Congregations of America certified that the
production of Potassium Sorbate and Sorbic Acid of the Company are
under the supervision of the Kashrutin Division of the Orthodox Union
The Certificate 1s valid until July 31, 2008, The Company has applied for a
renewed certificate and the same will be obtained soon

Gardenlike Umit (FEEIZ 22 431)

Linyt1 Municipal People’s Government awarded the Company for its
virescence gardenlike unit structure in November, 2005

Advanced Unit i the Building of Professional Ethics (BRl & S 1% 4 3
B {)

Liny1 Federation of Trade Unions and the other related governmental
authorities awarded the Company for its “advanced unit 1n the building of
professional ethics” 1n December, 2006

Contract Honoring & Credit Keeping Unit ((F& R E {8 A £ 11)
Linyi AIC and Liny1 City Enterprise Credit Association awarded the

Company for being a “Contract Honoring & Credit Keeping” enterprise n
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15

16

17

January, 2006,

Certificate for Being One of the Best Enterprise to Invest In 1n Shandong

deRlRSEel)

Shandong Provincial Administration for Industry and Commerce and
Shandong Individual & Private Enterprise Association awarded the
Company for being “One of the best enterprise to invest in in Shandong”
in January 2006.

Labor Certificate of Revitalization of Yimeng (RIS a0 B3 1R)

Linyi City Federation of Trade Unions Employment Centre 1ssued the
“Labor Certificate of Revitalization of Yimeng” to the Company in
February 2007,

Harmonious Labor Relations Enterprise (S5aIXEFEEIL

Linyi City Federation of Trade Unions awarded the Company for being a
“Harmonious Labor Relations Enterprise” in February, 2007.

iy
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Executed and dehvered as a deed

by PRIME MEGA INTERNATIONAL

)
)

LIMITED actingby RAY ANG WEE BOO¥

Executed and delivered as a deed
by WANG YAN TING
mn the presence of

Executed and dehvered as a deed
by HERMES CAPITAL LIMITED
actingby RAY ANG WEE BOON

Executed and delivered as a deed
By RAY ANG WEE BOON

in the presence of*

I//

-v-(
KHOR LEE CHIN -~
Executed and delivered as a deed

by NINETY PLC
acting by

\LONLIVE\7121437 6

L

e

A g

~ =

or
Director/Secretary

\ 0
Director
Director/Secretary

A
-
Darector
Director/Secretary
76




Executed and delivered as a deed )
by PRIME MEGA INTERNATIONAL
LIMITED acting by )

Sur?

Darector

Director/Secretary

'/)/%&

Executed and delivered as a deed
by WANG YAN TING
in the presence of

Vaudle,

Executed and delivered as a deed )

by HERMES CAPITAL LIMITED )

acting by )
Dhrector
Director/Secretary

Executed and delivered as a deed )

By RAY ANG )

in the presence of )

Executed and delivered as a deed )

by NINETY PLC )

acting by )
Director
Director/Secretary

\LONLIVENT 121437 6 76




Executed and delivered as a deed )
by PRIME MEGA INTERNATIONAL )

LIMITED acting by )
Director
Director/Secretary
Executed and delivered as a deed )
by WANG YAN TING )
n the presence of )
Executed and delivered as a deed )
by HERMES CAPITAL LIMITED )
acting by )
Director
Director/Secretary
Executed and delivered as a deed )
By RAY ANG )
in the presence of )
Executed and delivered as a deed )
by NINETY PLC )
acting by ) /
/ /l’ A l/"{ i
Directét ' 43S
Pusester/Secretary

\LONLIVENT 121437 6 76




