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DEFINITIONS

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

meanings;

“2013 Acquisition”

“Acquired Entity Assets”

“Acquisition”

“Acquisition Agreement”

*Acquisilion Completion™

"Acquisition Constderation™

“acting in concert”

“associales”

“Board”

“Business Day”

“BVIT

*Chuanxiao Fire”

“CIMCT

has the meaning ascribed to it in the seclion headed “Information
on the Ziegler Group” in the letter from the Board contained in

this circulay

has the meaning ascribed (o i1 in the section headed “Information
on the Ziegler Group” in the letter [rom the Bourd contained in
this circular

the proposed acquisition of the Sale Shares and the Sale Loan
by the Purchaser from the Vendor pursuant to ihe terms and
conditions of the Acquisition Agreemet

the sale and purchase agreement dated 27 February 2013 and
entered into among the Vendor, the Porchaser, the Company and
CIMCT (HK} in respect of the Acquisition

completion of the Acquisition

HKS480,428 572, being ihe consideraiion for the Acquisition

hias the meaning ascribed to it under the Takeovers Code

has the meaning aseribed to it under the Listing Rules

the board of Directors

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

the British Virgin Islands

Chitanxiao Fire Engineering Company Limited, a limited liability
enterprise estabiished in the PRC and an indirect wholly-owned
subsidiary of the Company

China Interpational Marine Containers {Group) Co., Lid., a joint
stock limited company incorporated i the PRC in January 1980
utider the PRC Company Law, the H shares of which arg listed on

the Stock Exchange and the A shares of which are listed on the
Shenzhen Stock Exchunge




DEFINITIONS

*CIMC Group”

“CIMC (HEK)"

®

“Company’

“Company Articles”

“Consideration Shares™

“controdling sharcholder(s)”

“Director(s)”

“Digpesal”

“Disposal Agreement”

“Disposal Completion™

“Disposal Group”

YEGM™

“Eolity”

CIMC and its subsidiaries

China International Marine Comainers (Flong Kong) Limited, a
company incorporated in Hong Kong with limited Hability and 4
direct wholly-owaed subsidiary of CIMC

China Fire Safety Enterprise Group Limiled, a4 company
incorporated in the Cayman Islands with limited liability and the
issued shares of which are Jisted on the Main Board of the Stock

Exchange

has the meaning ascribed to it in the sabsection headed “Specitic
Warranties by the Purchaser” under the section headed “The
Acquisition Agreement” in the letter from the Board comained in
this circular

1,223.371.430 new Shares to be allotted and issued by the
Company 1o the Vendor as payment of the Acquisition

Consideration
has the meaning ascribed 1o it under the Listing Rules
the director(s) of the Company

ihe proposed disposal of the entire equity inierest in Loyal Asset
by Wang Sing 1o the LA Purchaser pursuant to the Disposal
Agreement

the sule and purchase agreement dated 27 February 2015 and
enterod inlo between Wang Sing and the LA Purchaser m respect
of the Disposal

completion of the Disposal

together, Loyal Asset, Fuzhou Wanyou, Wanyou Fire and
Chuanxiao Fire

the extruordinary gencral meeting of the Company to be convened
and held 1o consider and, if thought fit, approve the Acquisition
Agreement and the fransactions contemplated thereunder,
including but not limited to the allotment and issue of the
Consideration Shares and the Whitewash Waiver

has the meaning ascribed (o it in the section headed “Information
on the Zicgler Group” in the letier from the Board contained in

this circular

]




DEFINITIONS

“Execuiive”

"Fuzhou Wanyou”

*Group”

“Headguarter Assets”

“Hong Kong”

“Independent Board Commitiee’

“Independent Financial Adviser”

or “Platinum Secarities”

“Independent Shareholders™

*Issue Price”

“Joint Annoupcement”

“LA Purchaser”

i

Far idontification purpose only

the Executive Director of the Corporate Finance Division of
the SFC from time o time and any delegate of such Executive
Director

Furhou Wanyou Fire Equipment Co., Lid, & wholly forelgn-owned
enierprise established in the PRC and an indirect wholly-owned
subsidiary of the Company

the Company and ils subsidiaries

has the meaning ascribed to it in the section headed “Information
on the Ziegler Group™ in the letter from the Board contained in
this circular

the Hong Kong Special Administrative Region of the PRC

the independent commitiee of the Board, comprising all the
independent non-executive Directors, namely Dr. Loke Yu,
Mr. Heng Ja Wei and Ms. Sun Guo Li, established 10 give a
recommendation 1o the Independent Shareholders in respect of the
Acquisition and the Whitewash Waiver

Platinum Securities Company Limited, 2 licensed corporation
wider the SFO ficensad 1o cary omt Type | (dealing in securities)
and Type 6 (advising on corporate finance) regulated activities
under the SFO, the independent financial adviser appoinied by
the Company to advise the Independent Board Commitlee and the
Independent Sharcholders on the Acquisition involving the issue
of Consideration Shares and the Whitewash Waiver

Shareholders other than (i) the Vendor, Mr, Jiang, Mr. Jiang Qing.
their respective associates and parties acting in concert with any
of theny; and (ii) other Shareholders who are interested or involved
in the Acquisition or the Whitewash Waiver

e issue price of HK$0.4 per Consideration Share

the joint announcemenm of the Company und CIMC dated 27
February 2015 in relation to, among other things, the Acguisition,
the Whitewash Waiver and the Disposal

TR R EERA R AW Jixiang (Fujian) Investment
Group Limited)®, a company incorporated in the PRC with limited
liability




DEFINITIONS

“Last Trading Day™

“Latest Practicable Date™

“Listing Rules”

“Loyal Asset”

*Me, Jiang™”

“Qperating Subsidiaries”

"PRCY

“Purchaser™

"Relevam Period”

“Sale Loan™

“Sale Shares™

o

“SFO”

“Share{s}”

“Shareholder(s)”

27 Fehruary 2015, being the last trading day of the Shares before
the release of the Joint Announcement

24 April 2015, being the lalest practicable date prior to the
printing of this circulur for ascertaining cerlain information

contafned herein

the Rules Governing the Listing of Securities on the Stock
Exchange

Loyal Assct Investments Holdings Limited, a company
incorporated in the BV with limited liability and an indirect
wholly-owned subsidiary of the Company

Mr. Jiang Xiong, an execative Director, the Chairman, and the
existing controlling Shareholder

has the meaning ascribed to it in the section headed “Informalion
on the Ziegler Group™ in the leller from the Board contained in
this circular

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

Profit Asia Imernational Trading Limited, a company incorporated

in the BV with limited Hability and an indirect wholly-owned
subsidiary of the Company

the period from 27 Avgust 2014, being the date falling six months
preceding the date of the Joinl Announcement, up to the Latest

Practicable Date

40¢% of all the amounts owed by Ziegler 1o the Vendor as al Lthe
date of Acquisition Completion

such number of issued shares in Ziegler representing 0% equity
interest in Ziegler #s at the date of Acquisition Completion

the Securities and Futures Commission of Hong Kong

the Secarities and Fatures Ordinance (Chapter 371 of the Laws of
Hong Kong)

ordinary share(s) of HKS$0.01 each in the share capital of the
Company

hotder(s) of the Share(s)
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DEFINITIONS

“Stock Exchange”

*Takeovers Code™

“Vendor”

“Wang Sing”

*Wanyou Fire™

“Whitewash Waive)r”

AT

=]

T

L]

“Ziegler Group”
“EUR™
“HKS”
“RMB"

u(;;é_‘ﬂ

The Steck Exchange of Hong Kong Limited
The Hong Kong Code on Takeovers and Mergers

CIMC Tap Gear B.V,, a company incorperated in the Netherlands
with Hmited Hability and an indirect wholly-owned subsidiary of
CIMC

Wang Sing Technology Limited, & company incorporated in the
BV with limited liabitity and a direct wholly-owned subsidiary of
the Company

Wanyou Fire Engineering Group Company Limited, a limited
Hability enterprise established in the PRC and an indirect
wholly-owned subsidiary of {he Company

the whitewash waiver as may be granted by the Executive
pursuant to Note | on dispensations from Rule 26 of the
Takeovers Code in respect of any obligation of the Vendor to
make a mandatory general offer for all the isswed Sharves not
abready owned (or agreed to be acquired) by the Vendor and
parties acting in concert with it which might otherwise arise ax a
result of the allotment and issue of the Consideration Shares to the
Vendor (or iis nominee) pursnant (0 the Acquisition Agreement

Albert Zicgler GmbH, a limited Hability company incorporated in
Germany

Ziegler and its subsidiaries

Euro, the lawful currency of the Evropean Zone
Hong Kong dollar, the lawful currency of Hong Kong
Renminbi, the lawful currency of the PRC

PET CeH.

in this cireular, amonnts in EUR are tremslated inge HKS on the basis of EURD = HKS8.80 and
RMB are traustured inte HKS on the baxis of RMBI = HK$1.25, The conversion rates are for illustration
purpose only and should not be tiken as o representation thar EUR and RMB conld actually be converted

e HEKS at the respective rates or af ull.

1




LETTER FROM THE BOARD

China Fire Safety Enprie Group Limited

BB E B e 2R

B8R A A

{Incorporated in the Cavian Islands with limited lobility)

Executive Directors:
Mr. Jiang Xiong
Mr, Fiang Qing

Mr. Wang De Feng
Ms, Weng Xiu Xia
Mr. Hu Yong

Independenr non-execative Nrecrors:
Dr. Loke Yu

Mr. Heng Ja Wei

Ms. Sun Guo Li

{Stock cade: 445)

Registered Office:
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY 1-1111
Cayman Islancds

Head office aud principal place
of business in Hong Kong:

Units A-B, 16/F

China Oversens Building

139 Hennessy Rond
Wan Chal
Hong Kong

28 April 2015
To the Shareholders
Dear Sir ar Madam,

MAJOR AND CONNECTED TRANSACTION IN RELATION TO
ACQUISITION OF 40% EQUITY INTEREST IN ALBERT ZIEGLER GMBH
INVOLVING THE ISSUE Of CONSIDERATION SHARES
AND
APPLICATION FOR WHITEWASH WAIVER BY
CIMC TOP GEAR B.V. (A WHOLLY-OWNED SUBSIDIARY OF
CHINA INTERNATIONAL MARINE CONTAINERS (GROUP) CO., LTD.)

INTRODUCTION

Relerence is made to the Joinl Amnouncement, On 27 February 2013, the Purchaser (an indireci
wholiy-owned subsidiary of the Company), the Vendor (an indirect wholly-owned subsidiary of
CIMC), the Company and CIMC (HK)} (a direct wholly-owned subsidiary ol CIMC) entered into the
Acquisition Agrecment, pursuat to which the Purchaser conditionally agreed o purchase, and the Vendor
conditionally agreed 1o sell, the Sule Shares and the Sale Loan ab i consideration of HK5489,428,572,
which shall be satisfied by the Company by way of allotment and issuance of 1,223,571 430 Consideration
Shares at the Issue Price of HK$0.4 per Consideration Share to the Vendor (or its nominee),

The purpose of this circelar is to provide you with, among other things. (i) details of the
Acguisition and the Whitewash Waiver: (iD) financial information of the Group and the Ziegler Group;
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LETTER FROM THE BOARD

(iii} the recommendation of the Independent Board Committee 1o the Independent Shareholders in relation
to the Acquisition and the Whitewash Waiver: (iv) the letter of advice from the Independent Financial
Adviser 1o the Independent Board Committee and the Independent Shareholders in the same regard; and
(v} the notice of the EGM, at which an ordinary resolution will be proposed to consider and, if thought
fiL. approve (he Acquisition Agreement and the rausactions comenplated thereunder, including but not
fimited to the allotment and issuance of the Considerstion Shares and the Whitewash Waiver.

THE ACQUISITION AGREENMENT

Date
27 February 2045

Parties
(i} Profit Asin International Trading Limited, as the Purchaser;
(ii)  CIMC Top Gear B.V.. as the Vendor;

(iii) the Company, a5 guarantor of the Purchaser’s obligations under the Acquisition Agreement;
and

(iv)  CIMC (HK), as guarantor of the Vendor's obligations under the Acquisition Agreement.

Both CIMC (HK) and the Vendor are wholly-owned subsidiaries of CIMC, whose H shares are
tisted on the Main Board of the Stock Exchange and A shares are listed on the Shenzhen Stock Exchange.
CIMC is principally engaged in container manufacturing and service business, road trunsportation vehicle
business, energy, chemical and food equipment business, olfshore engineering business, airport lacilities
cquipment business and logistics services business. CIMC (HK} and the Vendor are prineipally engaged in
investatent holding. The Vendor, CIMC (HK) and CIMC and their respective associates are third parties
independent of the Company and its connected persons (as defined under the Listing Rales).

Assets to be acquired

Pursaant to the Acquisition Agreement, the Purchaser conditionally agreed to purchase, and the
Vendor conditionally agreed to sell, the Sale Shares and the Sale Loan. The Sale Shares represent 4(%
equily interest in Ziegler as at the date of Acquisition Completion and the Sale Loan represents 40% ot all
the amounts owed by Ziegler to the Vendor as at the date of Acquisition Completion. As at the daie of the
Acquisition Agreement, the amount vwed by Ziegler 1o the Vendor was approximately EUR25.9 million
and therefore 40% of such amount was approximately EUR10.4 million. Details of the Ziegler Group are
set oul in the seetion headed “Informaiion on the Ziegier Group™ below,

Consideration

The Acquisition Consideration is HK$48%.428,572. which shall be satisfied by the Company by
way of allotment and issuance of 1,223.571,430 Consideration Shares, credited as fully paid, at the Issue
Price of HKS50.4 per Consideration Share to thé Vendor (or its nominee) at Acquisition Completion.




LETTER FROM THE BOARD

Rasis of determination of the Acquisition Consideration

The Acquisition Consideration is primarily determined based on the katest financial position of the
Ziegler Group, the amounts owed by Ziegler to the Vendor, and the future prospects of the business of
the Ziegler Group under the management and control of the Vendor, Reference to the previous acquisition
cost of the assets and liabilities comprising the Ziegler Group paid by the Vendor of approximately
EUR58.89 milfion {equivalent to approximately HKS318.2 million) plus costs incurred incidental thereto
i also taken into consideration,

The Company has considered other sewlement methods (including cash and promissery note) to
setile the Acquisition Consideration. Having considered that the Group has been loss making since lhe
financial year ended 31 December 2009, the Directors consider that it is in the interest of the Group
and the Shareholders to vetain more cash for general working capital and future business expansion of
the Group after the Acquisition. The allotment and isswance of the Consideration Shares 1o seftle the
Acquisition Consideration is proposed as it would not affect the liquidity position or financial leverage
of the Group and aliow the Company to complete the Acquisition without any cash outlay. Furthermore,
the issue of the Consideration Shares 1o the Vendor woulid lead to better alignment of interests belween
the Company and CIMC, which would facilitate the realisation of the intended synergies and commercial
benefits and is o the beaefit of the Company and the Sharcholders as a whole. The willingness (o uccept
Consideration Shares (as opposed 10 cash or other form of consideration) also demonstrates the Vendor's
gonviction in the prospects of the Acquisition and the potential cooperation. Based on the ubove, the
Directors consider that the allotment and issuance of Consideration Shares to settle the Acgnisition
Consideration is in the best interest of (he Company and the Shareholders as a whole.

Consideration Shares

As at the Latest Practicable Date, the Company had 2.835,000.000 Shares in issue. The
1,223,571 ,430 Consideration Shares represeni approximalely 42.86% of the existing issued share capilal
of the Company and approximately 30.009% of the issued share capital of the Company as enlarged by the
allotment and issuance of the Consideration Shares (asswming that there is no change in the issued shuare
capital of the Company other ihan the issue of the Consideration Shares since the Latest Practicable Date
up lo the date of Acquisition Completion).

The Consideration Shares, when allotied and issued, will rank pari passu in all vespeets among
themselves and with the Shares in issue as at the date of alioiment and issnance of the Consideration
Shares, including the right to receive all future dividends and distributions which may be declared, made
or paid by the Company un or afler the date of allotment and issuance of the Consideration Shares.

The Consideration Shares will be issucd under a specific mandate to be sought for approval by
the Tndependent Sharcholders at the EGM. An application will be made by the Company to the Stock
Exchange lor the listing of, and permission to deal in, the Consideration Shares.

The Vendor has applied to the Executive for a waiver from the obligation to make g mandatory
general offer to the Shareholders for all the issued Shares and other securities of the Company not
already owned or agreed 1o be acquired by it and parties acting in concert with it which obligation would
otherwise arise as a resujt of the allotment and issue of the Consideration Shares 1o the Vendor (or its
nominee) purstant to the Acquisition Agreement. The Whitewash Waiver is more particularly described in
the section headed “Regulatory impHeations™ below.
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The Issue Price

The Issue Price of HK50.4 per Consideration Share represeunts:

{1)

(ii)

(itd)

{iv}

(v}

(vi)

a discount of approximately 34.43% 1o the closing price of HKS0.6! per Share as quoled on
the Stock Exchange as at the Latest Practicable Date;

a discount of approximately 40.30% 1o the closing price of HKS0.67 per Share as quoted on
the Stock Exchange on the Last Trading Day;

a discounl of approximately 39.39% to the average of the closing prices of the Shares
as quoted on the Stock Exchange for the last 5 trading days up to and inclnding the Last
Trading Day of approximately HKS.66 per Share;

a discount of approximately 38.46% 1o the average of the closing prices of the Shares as
guoted on the Stock Exchange [or ihe last 10 wading days up to and including the Last
Trading Day of approximately HK3$0.65 per Share:

a discount of approximately 31.03% 1o the uverage of the closing prices of the Shares as
quoted on the Stock Exchunge for the last 30 wading days up 1o and including the Last
Trading Day of approximately HK$0.58 per Share; and

a premivm of approximately 66.67% over the audited consolidated net assets aitributable to
the Shareholders of approximately HKSG.24 per Share (based on the audited consolidated nat
assets attributable to the Shareholders of approximately RMB349.1 million (equivalent fo
approximately HK$686.4 million) as at 31 December 2014 and 2,835,000,000 Shares in issue
as at the Latest Practicable Date).

The lssee Price was determined after arm’s length negotations between the parties o the
Acquisition Agreement with reference o, among other things, (i) prevailing market prices of the Shares;
(ii) the Financial performance of the Group; and (iii) the current market conditions.

Conditions precedent

Acquisition Completion is conditional upon the fulfilment {or waiver, as the case may be) of the
following condilions:

(i

(i)

{iii)

(iv)

the Purchaser being satisficd with the results of the due diligence review 1o be conducted on
the dssets, tabilities. operations and affairs of the Zicgler Group,

the Vendor heing satistied swith the resulis of the doe diligence review to be conducted on the
assets, labilities, operations and affairs of the Group:

sl necesswry consents and approvals required to be obtained on the respective part of

the Vendor, Ziegler and CIMC (HK) in respect of the Acquisition Agreement and the
transactions contempiated thereunder having been obiained;

all necessary consents and approvals required to be obtained oo the respective part of the
Purchaser and the Company in respect of the Acquisition Agreement and the {ransaclions
contemplated thereunder having been obtained:

9
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(v} the Purchaser having received a legal opinion issued by legal adviser(s) appoinied by the
Purchaser (including but not limited to the German legal adviser) in such form and substance
10 the satisfaction of the Purchaser, conlirming the- valid subsistence of 1he members of the
Ziegler Group:

(vi) the passing of the resolution by the Independent Sharcholders at the EGM approving the
Acquisition Agrecment and transactions contemplated thereunder, including but not limited
to the allotment amd issuance of the Consideration Shures and the Whitewash Wavier, in
compliance with the requirements of the Listing Rules and the Takeovers Code;

(vii) the Listing Committee of the Stock Exchange having granted the approval for the listing of,
and permission lo deal in. the Consideration Shares;

(viii) the Executive having granted the Whitewash Walver;

(ix) the Acquisition Agreement and the wransactions contemplated thereunder nol being treated as
a reverse 1akeover under Rule 14.06(6) of the Listing Rules;

{x) the Disposal Agreemenl becoming unconditional and Disposal Completion having taken

&

place:

(xi} the warranties given hy the Purchaser vnder the Acquisition Agreement remaining true,
accurate and not misleading:

{xit) the warranties given by the Vendor under the Acquisition Agreemeni remaining true,
accurate and nol miskeading;

{xiii) there being no material adverse changes on any member of the Ziegler Group since the date
of the Acquisition Agreement; and

{xiv) save for the disclosures in the Acquisition Agreement, there being no material adverse
changes on any member of the Group since the date of the Acquisition Agreement.

The Purchaser may a1 uny time exercise its discretions o waive the conditions set oat in (i), (xii)
and (xiiil) zbove by notice in writing to the Vendor. The Vendor may at any time exercise its discretions
to waive the conditions set vat in (i), {xi) and (xiv} above by notice in writing {0 the Purchaser. The
circumstances under which conditions (i), (xii} and {xiii} can ke waived by the Purchuser andfor that
conditions (11}, (xi) and (xiv) can he waived by the Vendor include in the event rhat some minor defects
have been detected in the results of the due dilisence review or there exists some minor breaches of
the Vendor's warranties and/or the Purchuser’s warranties or there occur a matertal adverse change
on an insignificant meniber of the Group and/or the Ziegler Group. The Company considers that sueh
provisions ailow flexibility for each of the Purchaser and the Vender and enable the parties to proceed
with the Acquisition Completion in circumstances where only minor defects in the due diligence review
have been detected and/or minor breaches of the parties” warranties exist while all ether conditions
precedent which are incapable of being waived have been fuliilled. Save for the aforementioned, none of
the conditions set out above can be waived by any party under the Acquisition Agreement. As at the Latest
Practicable Date, the Purchaser had no intention to waive conditions (i), (xi) and/or (xiij) and the Vendor
had no imention o waive conditions (i), (xi) andfor (xiv). As at the Latest Practicable Date, none of the
above conditions had been fulfilled.

I
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It any of the above conditions s not fulfilled or waived (as the case may be) by 12:00 noon on
30 June 2015 (or such later date as the parties o the Acquisition Agreement may agree in writing), the
Acquisition Agreement shall lerminate and aeither party 1o the Acquisition Agreement shall have any
further obligations towards the other thereunder except for antecedent breaches (if any).

Completion

Acquisition Completion shall 1ake place on the {0th Business Day after all the conditions precedent
under the Acquisition Agreement liave been fulfilled (or waived, as the case may be) or such other dale as
may be agreed by the Purchaser and the Vendor.

Specific warranties by the Veador
The Vendor represents and warrants to the Purchaser and the Company thai:

(i} the net assets of the Ziegler Group shall be not less than EUR29 million as at the daie of
Acquisition Completion. In order 1o determine the nel assels of the Ziegler Group, the
Purchaser is emtitled w request the Vendor to provide relevant supporting documents. [n
the event that the Purchaser is not satisfied with the Vendor's supporting documents for
determination of the net assets of the Ziegler Group and the parties cannol reach consensus
willin 30 days after the date of Acquisition Completion, the Purchaser shall nominate an
independent German accoantant to determine the net assets of the Ziegler Group as ai the
date of Acquisition Completion in accordance with generally accepted accounting principies
in Giermany or relevant jurlsdictions of the members of the Ziegler Group. The Vendor shall
pay to the Purchaser an amount in cash equivalent to 40% of any shortfall of the net assets
of the Ziegler Group within 5 Business Days after the determination of the net asseis of the
Ziegler Group as at the dale of Acquisition Completion;

(i)  subject to the relevant rules and regulations, articles of association of CIMC and relevant
imternal procedures, the Vendor shall, after Acguisition Completion and according to the
Company’s working capital requirement, arrange banking facilities of not less than RMB 180
miliion to support the business development of the Company; and

(iii) after Acquisition Completion, the Company shall bave the right of first refusal 1o take up ait
proposed investments or acquisitions in the fire engine induostry in the PRC by CIMC. CIMC
shall provide financial support to the Company, at prevailing market rate, for the completion
of the proposed investments or acquisitions

Specific warranties by the Purchaser

The Purchaser represents and warrants to the Vendor and CIMC (HK) that the net assets of the
CGroup (after Disposal Completion and distribation of dividend. il any} shail be not less than RMB45)
million as at the date of Acguoisition Completion. In order 1o determine the net assets of the Group, the
Vendor is entitled 1o request the Purchaser to provide relevani supporting documents. In the event that the
Vendor is not satisfied with the Parchaser’s supporting documents for determination of the net assets of
the Group and the parties cannot reach consensus within 30 days afier the date of Acguisition Completion,
the Vendor shall nreminate an independent Hong Kong accountant to determing the nei assets ot the Group
as af the date of Acquisitien Completion in accordance with generally accepted accounting principles in
Hong Kong or relevant jurisdictions of the members of the Group. The Purchaser shall pay 1o the Vendor
an amounl in cash equivalent to 42.86% ol any shortfall of the net assets of the Group within 3 Business
Days after the determination of the set asseds ol the Group as at the dale of Acquisition Completion.
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The Purchaser further warrants o the Vendor that (i) the Board shall comprise five executive
Directors and three independent non-execative Directors: and (ii) the Purchaser shall procure the Board
to convene a Board meeting immedinely alter Acquisition Completion to consider whether the candidates
as nominated by the Vendor are fit and proper to act as new Directors and. if thought fit, to approve the
appointment of three new Directors o be nominated by the Vendor, one of whom shall be nominated as
the chairmun of the Company. For the avoidance of doubt, the right to nomination is & contractual term
under the Acquisition Agrecment and is one-off in nature. Any change o the Board will only be made in
compliance with the Takeovers Code and the Listing Rules. The biographical details of the three potential
candi¢iates tdentified by the Vendor for nomination as new Directors are set out below:

(i) Zuhua Zheng

Mr. Zuhua Zheng (“Mr. Zheng”}), aged 52, has been the chief executive officer of Pieris
(Glabal Limited since November 2013, Prior to this, Mr. Zheng had been the general mavager
of Shenzhen CIMC-Tianda Airport Support Lid. (which ic one of the biggest manufacturers of
passenyger board bridge in the world) from July 2000 o November 2013, Mr. Zheng has extensive
experience in machinery manufzcturing business and has over 30 years of experiente in engineering
field. Mr. Zheng obtained a bachelor degree of engineering from Huazhong University of Science
and Technology in 1983, o master degree of mechanicsl engineering from Southwest Jiaolong
University in 1987 and a master degree of business administration from Peking University,
Guanghua School of Management in 2002,

(ii}  Yinbui Li

Mr. Yinhui Li (“Mr. Li"), aged 47, bas been (a) vice president of CIMC since March 2004,
{b) the chairman of C&C Trucks Co., Lid. since April 2011, and {¢) the chairman of the supeivisory
board of Ziegler since December 2013, Mr. Li has relevant experience in management ol an
enterprise in vehicle manufacturing business for over 1 years, Mr. Li oblained a bachelor degree
of arts (History) and a doctorate degree in world economy [rom Jilin University in 1991 and 2001
respectively, and @ master degree ol business administration from Nunjing University in 1997,

{iii)  Youaiun Luan

Mr. Youjun Luan (“Mr. Luan™), aged 51, is currently the chairman and chief executive
officer of Ziegler, the chairman of Xinfa Airport Equipment Ltd. and the vice chairman of
Shenzhen CIMC-Tianda Airport Support Ltd. Mr. Luan joined Shenzhen CIMC-Tianda Airport
Support Lid. since [993 and is currently responsible for the day to day managemeat of Ziegler and
overseeing the opetation of Xinfa Airport Equipment Lid. and Shenzhen CIMC-Tianda Airport
Support Lid, Mr. Luan has extensive cxporience in management of machinery manufacturing
business. Mr. Luzn obtained a bachebor degree of mechanical engineering from Dalian University
ol Techmology in 1986. & master degree of mechanical engincering from Dalian University of
Technology in 1989 and an executive masier degree of business administration from Tsinghua
University in 2006.

None of the ahove three poteniial candidutes identified by the Vendor for nomination as new
Directors had any interests in the Shares within the meaning of Part XV of the 3FO as at the Latesi
Practicable Date. The Veador believes that based on the knowledge and experience of the aforesaid three
potemtial candidates. they can conuribute to the businesses of the Group and the Ziegler Group and the
future development of the Company.
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Pursuant to article 38 of the articles of association of the Company (the “Company Articles™). the
Shareholders holding not less than one-tenth of the voting rights of the Company shall at all times have
the right. by written requisition to the Board, to require an extraordinary general meeting to be called
by the Board for the ransaction of any business specified in such requisilion including but nof limited
to the requisition 1o nominate any new Director(s}. The Board would like (o emphasise that the right to
nomination shall be distinsuished [rom the right 1o appointment, of which the former will be subject w
further scrutiny and examination by the nomination committee of the Company and compliance with
the relevamt Listing Rules and code on corporate goverpance practices, In other words, the “right o
pomination” does not mean an automatic “right to appointment”. Any nominated candidates shall in uny
event undergo two examination processes, namely (i) the endorsement by the nomination committee and
remuneration commitiee of the Company for recommendation to the Board: and (ii) the approval by the
Board.

Taking into consideration (i) that the Vendor would in any event be entitled to exercise ity
members’ requisition right 1o nominate any Director(s) when it becomes interested in 10% or more of
the voting rights of the Company after Acquisition Completion: (i) the safeguards of the nomination
committee of the Company; and (iii) Ul any Director(s) appointed by the Board to fill a casoal vacancy
on ke Board or a5 an addition to the existing Board shall only hold office until the nexi following annual
general meeting of the Company uad be sebject to re-election at such meeling in accordance with article
86(3) of the Company Articles, the Board considers thut the grant of such nomination right to the Vendor
would not be more favourable than what is generally available 1o other Shareholder(s) in case such
Sharsholder(s) holds one-tenth or more of the voting rights of the Company.

INFORMATION ON THE GROUP
The Group is principally engaged in (i) the production and sale of fire engines; (i) the production

and sale ol Tire prevenlion and fighting equipment: (iii) the installation of fire prevention and fighting
systems; and (iv) other businesses and investments.
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Simplified group structure immediately before and after Acquisition Completion and Disposal
Completion

The simplified charts below ghow in suntmary the group siructure of the Company and Ziegler a3 o
the Latest Practicable Date:
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The simplified chart below shows in summary the group structure of the Company immediately
after Acquisition Completion and Disposal Compietion:

CIMC
100%
Mr. Tizng Me. Jiang Qing EH Investment ] Pratshic Veudor or its
Management Lid. Sharehulders .
nominegs
24.07% fLI8G 14.56% 30 30.00%
Compaity

H% | 605

Ziegler

Production

and sitle of fire Production and sale of

Production and sale of Other businesses and

“fire eagines

prevention and fighting investments

fire engines

RS

Shareholding structure of the Company

The following lable illustrates the sharcholding siractures of the Company (i) as at the Lalest
Practicable Date; and {ii) immediatcly afler Acquisition Completion {assuming that there is no change in
the issucd share capital of the Compuny other thun the issue of the Consideration Shares since the date of
the Acquisition Agreement and up to the date of Acquisition Completion):

(i) loumedintely after

(i} As it the Latest Practicable Date Acquisition Completion
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Notes:
(i) Mr. Finng and Mr. Jiang Ging are exective Dircctors, Me. Jinng is the brother of Mr. Jiang Qing.
fii} The entite share enpital of EH Investment Management Lid, is benelicially owned by Mr, Ngan Lek,

(it} The Vendor is an iodiveel wholly-owned subsidizry of CRIC.

[iv) The Vendor does ot consider jisell or any parties acting in concert with it as a party aoting in concerl ar to be acting in
concert witlh Mr, Jinng and Mr, Jinng Qing ay a1 the Latest Practicahle Date and sfier Acquisitien Completion, Immediately
after Acquisition Comgletion, Mr. Jiang and Mr. Jiang Qing will be interested in spproximately 20L07% and approximately
0.18% of the fssued share cupital of the Company respectively whilst the Vendor or its nominee will he interested in
approximately 20% of the Issned share cupital of dre Company. Accordingly, the Vendor will he presumed 1o he aeting in
coneert with Mr. Hang anst Mr. Jiang Qing immediately afier Acquisition Compiedon under class (1} of the definition of
acting it concerl purswamt (o $he Takeovers Code. The Vendor, Me. Hang and Mr. Jiang Qing have made an application to
the Execwtive for a rebuttal of the presumption of acting in coneeri between the Yendor, Me. Jinag and Mr. Jiang Qing.

INFORMATION ON THE ZIEGLER GROUP

Background

Ziegler is u limited liability company incorporated in Germany. It was incorporated by VRE
Varratsgeseilschaflen GmbH, being an independent third party of CIMC, on 14 August 2013 and
transterred to the CIMC Group in November 2013 solely for the purpose of effecting a ransaction (the
#2013 Acquisition”™ to acquire certain assels (such as fixed assets, other receivables and intangible
assets) and liabilities relating to employees and product warranty (the “Headquarfer Assefs”), and
equity interests in certain operating subsidiaries (the “Operating Subsidiaries™) of another lwited
liability company in Germany (the “Entity™) relting to the business of development, production and
distribution of a broad range of firefighting and speeial purpose vehieles, pumps and other lirelighting
components {collectively, the “Acquired Entity Assets™) from the insolvency administrator on behall of
the Entity. The 2013 Acquisition was completed on 13 December 2013, The Ziegler Group is one of the
leading producers of fire trucks globally and is principally engaged in the development, production and
distribution of a broad range of firefighting and special purpose vehicles. pumps and other firefighting
components, which are in the same lines of businesses as the existing businesses of the Group.

The business of the Entity was founded in 1891 and was vliimately owned by and operated by its
founding family (with historical commercial register record which can be traced back for over 50 years)
prior to the appointment of the insolveney administrator in 2011 and the subsequent acquisition by Ziegler
in 2013 (as elaboraled below). As one of the top live producers of fire trucks globally, the Ziegler Group
manufacturcs more than 500 vehicles amnually and is known for its high guality craflsmanship as well
as its technology Ieadership in customized fire trucks and waler pumps for firefighting worldwide. Al
present, the Zicgler Group owns and operates six mangtacturing plants in Burope,

[n 2000, certain legal proceedings were initiated by the German anti-trust authority against
the Entity. After settlement of the sforesaid legal proceedings which invelved payment of substantial
penalties, the Eatity filed for insolvency in August 201}, Since the filing of insolvency, the business
operations of the Entity and its subsidiaries were maintained by the insolvency administraior, who is a
third parly independent of the Compuny and the Vendor, On 13 December 2013, Ziegler acquired the
Acquired Entity Assets from the Entity through a public auction process conducted by the insolvency
administrator for a consideration of EURS8.89 million (equivalent to approximately HK$518.2 million).
As advised by the Vendor, the consideration of the 2013 Acquisition was arrived at after arw’s tength
negotiations amopg relevant parties and by making reference to, inter alia, the underlying business
prospects and development potential of the business ol the Entity. The Entily has not conducted any
business aperation since the 2013 Acquisition and is still in existence.
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Financial infermation

Based on the accountant’s report of the Ziegler Group prepared in accordance with Hong Kong
Finaacial Reporting Standards as set out In Appendix ITA to this circular, the audited consolidaled net
assets of the Ziesler Group was approximately EUR3I1.3 million as at 31 October 2014, Set out below are
the audited consolidated {inaneial information of the Ziegler Group for the period from 14 August 2013
{date of incorporation) 1o 31 December 2013 and the ten months ended 31 October 2014 exteaeled from
the accountant’s report of the Ziegler Group set out in Appendix LA 1o this circular;

For the period from  For the ten months
14 August 2013 to ended 31 October

31 December 2013 2014

EUR'000 EUR 000

Profiif{L.oss) before taxation 6,217 (L1112
Profit/(Loss) after axation 6,402 (8.550)

For the period from 14 August 2013 1o 31 December 2013, the Zienler Group recorded a profit
before taxation of approximately EURS.2 millien and a profif after taxation of approximately EURG.4
million. Such result reflected the business operation of the Ziegler Group during the period and was
mainly attributable to a gain from a bargain of purchase of the Ziegler Group which resulted in a negative
goodwill of approximately EURT.3 million. For the ten months ended 31 Golober 2014, the Ziegler
Group recorded a loss before taxation of approximately EURLL.L million and a loss alter taxation of
approximately EURS.6 million, As advised by the management of the Ziegler Group, the firefighting
husiness of the Zimeler Group and the overall European market exhibil a seasonad pattern and a ltarge
proportion of revenue is usually recognised at the end of a calendar year, The result of the Ziegler Group
tor the ten monihs ended 31 Ociober 2014 was mainly affected by sueh seasonal patiern,

Waiver from strict compliance with Rule 14.67(6) of ilke Listing Rules

Although the Acquisition involves the Company acquiring an equity interest in Ziegler, the
Company acknowledges that it is in substance acquiring the businesses conducted by the Acquired Entity
Assets which have been held by (he Vendor through Zicgler since 13 December 2013, and the Company
considers it approprigte o include the three-year historical financial information of the Headquarier
Assets, the Operating Subsidiaries and P.T. Ziegler indonesia (which was acquired by Zicgler in
Pecember 2014) in addition to the accountant’s report of the Ziegler Group as set out in Appendix [1A
to this circular. Nevertheless, the Company considers that it is not techrically practicable to include such
three-year historical financial information for the reasons as follows:

{i) as the Acquired Entity Asseis were acquired by the Vender from ihe insolveacy
administrator of the Enfity via an asset transaction, the insolvency administrator, which
is a third party independent ol the Vendor and the Company, did not provide the Vendor
with full sets of accounting books and records of the Entity. The Vendor had genuine
difficultics in obtaining sufficient historical underlying [inancial dala {rom the independent
insolvency administrator, ST and mansgement changes during the administration period
also make it impossible for the Vendor to retrace these records, As such, the Vendor does
not possess the necessary records for compiling the full historical financial information of
the Headquarter Assels prior to completion of the 2013 Acquisition and it is therefore nol
technically practicable to prepare a complete set of 2001, 2012 and 2013 financial statements
retrospeéctively on the Acquired Entity Assets. Neither is the reporiing accoumant altowed to
perform any review or audit of such financial information; and
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{ii)  similarly, there is a lack of relisble underlying accounting records for the Operating
Subsidiaries prior to completion of the 2013 Acquisition that can be relied upon for audiling
purpose.

The Company considers that the inflormation included in the accoumant’s report ol the Ziegler
Group 25 sel out in Appendix 1A to this cireular would provide sufficient information 1o enable the
Shareholders 1o muke a properly informed assessment of the Acquisition lor the fotlowing reasons:

(i) the accountant's report will include the audited financials of ail the Acquited Entity Assets
from the date of completion of the 2013 Acquisition. Such financials reflect the latest
financial performance and financial position of the Acquired Emity Assets comprising the
Ziegler Group. The Company believes that the financial information post-completion of the
2013 Acquisition is reflective of the performance and potential of the business of the Ziegler
Group which is under the management and conirol of the Vendor:

(i}  the business of the Entity suffered from the anti-trust litigations in previous years and had
lor a period been managed by the insolvency administrator. The Vendor understands that
the tien key objective of the insolvency administrator was to preserve the asset value of the
Entity and to lind a new owner, rather than to grow the business, Therclore, the historical
finsncizl performance of the Entity cannot accurately reflect the true and fair state of the
business of the Entity. These information thus has litle value to the Shareholders in their
assessment of the merits of the Acquisition; and

(iii)  the Acquisition Consideration s principally determined based on the Intest financial position
and Future prospects of the business of the Ziegler Group under the management and conirod
of tie Vendor, The historiesl financial information of the Acquired Entity Assets which
were managed by the insolvency administrator has no or little bearing on the Acquisition
Consideration.

In addition w the information contained in the accountant’s report, an alternative disclosure on
certain key financial figures of the Headquarters Assets and the Operating Subsidiaries and P.T. Ziegler
fndonesia {which was acquired hy Ziegler in December 2014) for the three yeurs ended 31 December
201, 2012 and 2003, namely historical revenue, various cost of sale items, gross profit, selling and
distribution expenses, other income, general and administrative expenses (with recurring items and one-
off items separately shown) are set out in Appendix 1IB to this circular. The Company has engaged
PricewaterhouseCoopers Hong Kong to perform agreed-upon procedures on the aforesaid alternative
disclosure.

The Compaty considers that the aforesaid financial information. despite not including audited
{mancial information of the Headquarter Asscts, the Operating Subsidiaries and P.T. Ziegler lndonesia
{which wus acquired by Ziegler in December 201 for the past three linancial years, would provide
sufficient information to enable the Shareholders to mauke a properly informed assessment of the
Acquisition. As such, the Company has applied to the Swck Exchange and was granted a waiver from
strict compliance with Rule 14.67(6)(a)i) of the Listing Rules such that the Company is not required 1o
jnclude an accountant’s report on the three-year historical financial information of the Headquarier Assels
or the Operating Subsidiaries in this circular.
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REASONS FOR AND BENEFITS OF THE ACQUISITION

As the Group has been loss making since the financial year ended 31 December 2009, the
numagement of the Company has been conducting a detailed review of each of the Group’s business
segments and investments with a view o {formulating a corporate strategy to enhance the value ol the
Company. Among the various business segments of the Group, the production and sale of fire engine
segment has buill np 2 strong reputation and solid customer base since it was acquired in 2004 and
comributed a signiffcant portion of the Group’s revenue and profits in recent financial years. In light of
this, the Company intends 10 dedicate more resources to this business segment and maintain its leading
position as ane of the top fire engines and equipment manufacturers in the PRC.

Although the business of the Entily was adversely aifected by the legal proceedings mentioned in
the section headed “Information on the Ziegler Group™ above, it was s1ill able to mainfain a substantial
scale of operation on the back of its Jong and successtful history of operations and product quality. As
advised by Ziegler, the legal proceedings arising from the German anti-trust authority were seliled
in February 2011 with payment of substamial penalty, leading o the Entity [iling lor insaivency
subsequently in August 2011, As at the Latest Practicable Date, neither Ziegler nor any of its subsidiaries
is engaged in any material litization or ¢laims, and so far as the Vendor is aware, no material litigation or
¢laint is pending or threatened by or ugainst any member of the Ziegler Group.,

The Company lias dealt with the Entity and purchased certain fire trucks and firefighting products
from it in the Group's ordinary vourse of business for almost 19 years and during the period when the
Entity was under the administration of the insolvency administrator. As a result, the Company has in
the past obtained cerlain knowledge on the Ziepler Group's products, businesses and know-how and is
keen fo deepen the commercial relationship with the Ziegler Group to reinforce its fire engine production
capabilities. To loster such commercial velationship, the Company is eager on the opportunily lo acquire
certain stakes of the Ziegler Group from the Vendor. The Directors consider that the Acquisition would
allow the Group (o realise potental synergies through (i) sharing of the technical know-how between
the Group and the Ziegler Group in the development of new models of fire engines, fire equipment and
other firelighting products, particularly with respect 1o the advanced technology and production best-
practices possessed by the Ziegler Group, in order to enhance the quality of products ol the Company and
consolidate its leading position in the PRC; (ii) expansion of the product porifolio offered by the Group:
(it} internal cost savings from the sharing of management resources: (iv) potential economies of scale by
maximising the wiilisation and ouipwt of available resources from both the Group and the Ziegler Group,
{v) abtaining direct access to international market particularly the European market; (vi) taking advantage
of the existing disiribution network of the Ziegler Group: and (vii} tapping into the Vendor's expertise and
established relationships with potential new customers (as funther elaborated below). Given the size of the
Zicgler Group relative to the Group, the Directors consider that the Group shatl acquire a minority interest
in Zicgler and form a strategic alliance with the Ziegler Group.

Upen Acquisition Completion, Zicgler is expected 10 be accounted for as an associated compuny
of the Group and the Vendor will become a controlling sharcholder of the Company. The Vendar has a
strang asset base and substantial size of operations. The Direciors consider that the introduction of the
Vendor as a controdiing shareholder of the Company through the Acquisition is béneficial to the Company
taking into account the following factors: (i) the Vendor is involved in the road transportation vehicle
business which is relevant to the special purpose vehicle business of the Group and the Ziegler Groupy; (ii)
the Vendor has abundant manufacturing capacity and expericnces in terms of the development. production
and distribution of a broad range ol special purpose vebicles; (iii) the Vendor is involved in the airport
[acilities equipmient business and its close relationships with global airport operators will provide strong
support in marketing and sefling the Groep's advanced firelighting vehicles in new geographical regions;

R




LETTER FTROM THE BOARD

(iv) the Vendor has extensive marketing and sules networks in the PRC and overseas markets which will
help the Group in expanding its market covernge after the Acquisition: and (v} with the support of CIMC
(by arranging banking facilities for working capital of pot less than RMBI180 million and providing
financial back-up for investments in particular), the Company could speed up its development by both
organic growth and acquisitions so as to advance towards the goal of becoming the top fire engines
manufacturer in the world.

Apan from the acquisition of the assets of the Ziegler Group, the focal poinis of the Acquisition
are o build up strategic relationship between the Group, CIMC and the Ziegler Group, including but not
limited to (i) the Group could improve its product portfolio with the Ziegler Group's technical input; and
(ii) in view of no dominant player teading the national market in the production and sale of fire engines$
{as contrast to regional market) in the PRC, the Group is able to implement its plan to consolidate and lead
the market with the working capital support (by arranging banking facilities for working capital of not
less than RMBI80 million}, financial back-up for fufure merger and acquisition projects, and the sales and
relationship network of CIMC. The Company views the Acquisition as the commencement of a long-term
strategic cooperation between the Group. CIMC and the Ziegler Group. Save for the Acquisition and the
trading transactions, the Group does not have any relationship with CIMC and the Ziegler Group. In the
future, the Group, CIMC and the Ziegler Group may or may not decide to strengthen the strategic alllance,
depending on the degree of commercial success of the initinl cooperation. While the parties have every
intention 1o achieve the expected synergies and 1o create value for the Company and its Shareholders, the
resuft will depend on many factors, such as macro environment, management style, execution efficiency,
and cultural fit between the Chinese and German management members and employees, ete. As at the
Latest Practicable Date, the Company had no plan 1o acquire further interests in Ziegler,

Based on the above, the Directors consider that the Acquisition is consisient with and beneficial
to the development strategy of the Group to focus on the core businesses of production and sale of fire
engines given the similarity of the Ziegler Group's business with that of the production and sale ol fire
engines segmend of the Group. Leveraging on the reputation and strength of the Ziegler Group and CIMC,
the Group is looking forward to a breakthrough in different aspects including technical advancement, sales
and marketing, financial attributes and geographical coverage,

Upon Acquisition Completion, it is the inteation of the Vendor to continue the existing business
(other than installation of fire prevention and fighting systems business) of the Group. The Vendor has
no intention ro introduce any major changes to the business {including any redeployment of the fixed
assets of the Group) or terminate the employment of the existing employees of the Group, Nevertheless,
the Vendor may from time 1o time review the business, operation and/or direction of the Group and may
pnplement such chuanges with regard to such review.

As at the Latest Practicable Date. save for the Disposal and the issue of the Consideration Shares
upon Acquisition Completion, each of the Company and the Vendor had no intention, arrangement,
agreement, understanding, negotiation (concluded or otherwise) (i) on any material disposal/termination/
staling-down of the existing businesses of the Group: (it) to inject any other new business 1o the Group;
and (iii} to change the shareholding structure of the Company.

FINANCIAL EFFECTS OF THE ACQUISITION
Assets and liabilities

Based on the unaudited pro forma financial information in Appendix III 1o this circular, the tolal
assets of the Group as at 31 December 2014 would increase from approximaicly RMB1,324 million to

approximately RMBI491 million; and its total Habilities as at 31 December 2014 would decrease from
approzimately RMB72{ million to approximately RMB360 million, as a result of the A¢quisition.
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Earnings

Upon Acquisition Completion, Ziegler is expected to be accounted for as an associated company
of the Group and its results will be equity accounted for in the consolidaied linancial statements of the
Company. ln light of the potential future prospects olfered by the Acquisition as stated in the seciion
headed “RKeastns for and benefits of the Acquisition™ above, the Directors are of the view that the
Acquisition will likely contribute positively to the Group. However, the actual effect on earnings will
depend on the future financial performance of the Ziegler Group.

REGULATORY IMPLICATIONS
Takecovers Code implications

As at the Latest Practicable Date. each of CIMC, the Vendor and parties acting in concert with
any of them did not hold any Shares. Immediately after Acquisiion Completion, the Vendor and paziies
acting in voncert wilth it will be interested to 1,.223,571,430 Shares, representing approximately 30.00%
of the issued share capilat of the Company as enlarged by the allobmen and issuance of the Consideration
Shares (assuming that there is no change in the issued share capital of the Company other than the issue
of the Consideration Shares since the Latest Practicable Date and up to Acquisition Completion). Under
Rule 26.1 of the Takeovers Code, the Vendor would be obliged to mnke 2 mandntory general ofter to the
Shareholders for all the issued Shares and other securities of the Company not already owned or agreed
to be acquired by it and any parties acting in concert with it as a resalt of the allotment and issuance of
the Consideration Shares lo the Vendor (or its nominee) pursuant to the Acquisition Agreement, uniess
the Whitewash Waiver is obtained from the Exccutive. In this regard, the Vendor has ntade an application
to the Executive for the Whitewash Waiver. The Whitewash Waiver, if granted by the Executive, will be
subject o, among other things, approval by the Independent Sharcholders at the EGM by way of poll.
The graniing ol the Whitewash Waiver is a condition precedent for Acquisition Completion which is not
capable of being waived. If the Whitewash Waiver is not obtained, the Acquisition will not proceed.

Listing Rules implications

The Acquisition copstitutes a major transaction for the Company under Chapter 14 of the Listing
Rules. As at the date of the Acquisition Agreement, Ziegler was wholly-owned by the Vendor. As
the Vendor will become a controlling Shareholder upon Acquisition Complerion, the Acquisition also
constitutes a connected transaction for the Company under Rule 14A28(1) of the Listing Rules and is
subject fo the Independent Shareholders’ approval requirement under Chapier F4A of the Listing Rules.

Mr. Jiang and Mr. Hang Qing, both being execntive Directors, have absiained from voling at the
Bourd mecting which approved the Acquisition Agreement,

GENERAL

The Independent Board Commities comprising Dr. Loke Yu, Mr. Heng Ja Wei and Ms. Sun Gue Li,
betrg aff the independent non-executive Directors, has been establisbed to give a recommendation fo the
[ndependent Shareholders in respect of the Acquisition and the Whitewash Waiver. Platinum Securities
has been appointed with the approval ol the Independent Board Committee 1o advise the Independent
Board Committee and the lndependent Shareholders in this regard.
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The vating in respect of the Acquisition and the Whitewash Waiver at the EGM wiil be conducted
by way of a poll. The Vendar, Mr. Jiang, Mr. Jang Qing. their respective associates and parties
acting in concert with any of ihem and those who are involved in or interested in the Acquisition and
the Whitewash Waiver shall abstzin from voting on the resolution approving the Acquisition and the
Whitewash Waiver at the EGM. As at the Latest Practicable Date. (i) the Vendor and parties acting
in concert with it did not hold any Shares: and (i) Mr. Jiang and Mr. Hang Qing are inlerested i
981,600,000 Shares and 7,500,000 Shares, representing approximately 34.38% and 0.26% of the existing
issued share capital of the Company respectively.

EGM

The notice convening the EGM to be held immedialely after the conduction of the annual general
meeting of the Company which is scheduled to be held wt 3:00 pom. on 22 May 2015 (Friday) at Falcon
Room 1, Basement, Gloucester Luk Kwok Hong Kong, 72 Gloucester Road, Wanchai, Hong Kong is sel
out on pages EGM-1 10 EGM-3 of this circular.

Whether or not you are able 1o atend the EGM. you are requested 1o complete the enclosed {orm
ol prosy in accordsnce with the instructions printed thereon and rewrn the same to the Company’s
Hong Kong branch share registrar, Computershare Hong Kong Investor Services Limited, at 17M Floor,
Hopewell Centre, 183 Queen’s Road East, Hong Kong as soon as possible and in any event not less than
48 hours belore the time appoinied for the holding of the EGM or any adjournment thereofl (as the case
may be), Completion and return of the form of proxy will not preclude you from atending and voling in
person al the EGM or any adjournment thercof (as the case may be) should you so wish.

RECOMMUENDATION

The Directors consider that (i) the terms of the Acquisition Agreemnent are on normal commercial
téerms, and fair and reasonable so Far as the Independent Shareholders are concerned although the
Acquisition is not in the ordinary and usual course of business of the Group: and (ii) the Acquisition and
the Whitewash Waiver are in the interests of the Company and the Shareholders as a whole, Accordingly,
the Directors recommend the Independent Shureholders to vote in favour of the ordinary resolution to be
proposed at the EGM 1o approve the Acquisition and the Whitewash Waiver,

The Independent Board Commitiee, having considered the advice of Platinum Securities, is of
the opinion thai (i} the terms of the Acquisition Agreement are on normal commercial terms, and fair
and reasonable so far as the Independent Shareholders are concerned; and (it) the Acquisition and the
Whitewash Waiver are in the imerests of the Company and the Shareholders as a whole. Accordingly,
the Indepenadent Board Committee recommends the Independent Sharcholders to vote in favour of the
reselwion (o he proposed at the EGM to approve the Acquisition and the Whitewash Waiver. You are
advised 10 read carefully the leuwer from the Independent Board Commitiee sel ont on pages 23 to 24 of
this circular. You are ulse advised to read carefolly the letter from Independemt Financial Adviser on
pages 23 1o 49 of this cireular which contains its advice to the Independent Board Conunitiee and the
Independent Shareholders in respect of the Acquisition and the Whitewash Waiver,

ADDITIONAL INFORMATION
Your altention is drawn to the additional information set out in the appendices (o this circular.

Yours faithiully
On behalf of the Board of
China Fire Safety Enterprise Group Limited
Li Ching Wah
Cumpany Secretery

T
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The jollowing ix the text of a letter from the Independemt Board Commitiee sefting oul ity
recommmendation to the Independent Shareholders in relation 10 the Acquisivion and the Whirewash

Waiver.

China Fire Safety Enterprise Group Limited
TEEBEEEEBR AT

{Incorporated in the Cayman Istands with limited lability)
iStock code; 445)

28 April 2015
Po the Independent Shareholders
Drear Sir or Madam.,

MAJOR AND CONNECTED TRANSACTION IN RELATION TO
ACQUISITION OF 40% EQUITY INTEREST IN ALBERT ZIEGLER GMBH
INVOLVING THE ISSUE OF CONSIDERATION SHARES
AND
APPLICATION FOR WHITEWASH WAIVER BY
CIMC TOP GEAR B.V. (A WHOLLY-OWNED SUBSIDIARY OF
CHINA INTERNATIONAL MARINE CONTAINERS (GROUP) CO., LTD.)

We refer to the circular of the Company dated 28 April 2015 (the *Circular™), of which this letter
forms part. Unless specificd otherwise, capitalised terms vsed hercin shall have the same meanings as

those defined in the Civeular,

We have been appoinied as the Independent Board Commiitee fo advise you as o whether, in our
apinion, (i} the terms of the Acguisition Agreement are fair and reasonable so far as the Independent
Sharcholders are concerned and the Acquisition is in the ordinery and usual course of business of the
Group; and (if) the Acqguisition and the Whitewash Waiver are in the interests of the Company and the
Sharecholders as a whole. Piatinum Securities has been appointed as the independent financial adviser Lo
advise the Independemt Board Commiltee in this regard. Details of their independent advice, togeiher with
the principal faclors and reasons they have taken into consideration, are set out on papges 25 1o 4% of the
Circuiar,

Having considered the terms of the Acquisition Agreement and the advice of Plalinum Securities,
we are of the opinion that (i) the terms of the Acquisition Agreement are on pormal commercial terms,
and tair and reasonable so far as the Independent Shareholders are concerned although the Aequisition is
not in the ordinary and usual course of business of the Group; and (if) the Acquisition and the Whitewash
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Waiver are in the interests of the Company and the Sharcholders as a whole. We therefore recommend
the Independent Shareholders to vote in favour of the ordinary resolution to be proposed ar the EGM 1o
approve the Acquisition and the Whitewash Waiver.

Yours faithfully,
Independent Board Committee

Dr. Loke Yu Mr, Heng Ja Wei Ms, Sun Guo Li
Independent non-executive tndependent non-execuiive Independent non-executive
Directar Direcror Direcror
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The following i the text of the lewer of advice from the Independent Financial Adviser 1o the
Independent Board Committee and the Independent Sharehotders in respect of the Acquisition and e
Wiiitewash Waiver for the purpase of incorporation imo this cireular,

PLATINUM Securities Company Limited

24/F LHT Tower
31 Queen’s Road Central

Hong Kong

Telephone {852) 2841 7000
Facsimile {852) 2522 2700
Website www.platinum-asia.com

28 April 2015
To the Independent Board Commitiee and ihe Independent Shareholders
Dear Str or Madam,

(1) MAJOR AND CONNECTED TRANSACTION IN RELATION TO
ACQUISITION OF 40% EQUITY INTEREST IN ALBERT ZIEGLER GMBH
INVOLVING THE ISSUE OF CONSIDERATION SHARES
AND
(2) APPLICATION FOR WHITEWASH WAIVER BY CIMC TOP GEAR B.V.

INTRODUCTION

We refor 10 our appointment as the Independent Fimancial Adviser w advise ihe Independent
Board Commitiee and the Independent Shareholders in respect of the Acquisition contemplated under
the Acquisition Agreement and the Whitewash Waiver (collectively, the “Transaction”), Details of the
Transaction are contained in the Leiter from the Board as set out in the circular of the Company dated
28 April 2015 (the “Circular”). Terms used in this letter shall have the same meunings as defined in the

Cirendur unless the context requires otherwise.

The Board announced that on 27 February 2015, the Purchaser (an indirect wholly-owned
subsidiary of the Company), the Vendor (an indirect wholly-owned subsidiary of CIMC}, the Company
and CIMC {HK) (a direct wholly-owned subsidiary of CIMC) entered into the Acquisition Agreement,
pursuant to which the Purchaser conditivnatly agreed to purchase, and the Vendor conditionally ugreed to
seli, the Sale Shares and the Sale Loan at a consideration of HKS489,428,572, wlich shall be satisfied by
the Company by way of allotment and isswance of 1.223,571,430 Consideration Shares at the Issue Price
of HK$0.4 per Consideration Share to the Vendor (or its nominee),
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As al the Latest Practicable Date, each of CIMC, the Vendor and parties acting in concert with
them does not hold any Shares. Immediately after Acquisition Completion, the Vendor and parties acting
in concert with it will be interested in 1,223.571.430 Shares. representing approximately 30.00% of
the issued share capital of the Company as enlarged by the aliotment and issuance of the Consideration
Shares (assuming that there is no change in the issued share capital of the Company other than the issue
of the Consideration Shares since the Latest Practicable Date and ap to Acquisition Completion). Under
Rule 26.t of the Takeovers Code, the Vendor would bz obliged to make a mandatory general offer to the
Sharelholders for all the issued Shares and other securities of the Company not already owned or agreed
to be acquired by il and any parties acting in concert with it as a result of the allotnent and issue of the
Consideration Shares to the Vendor {or its nominge) pursuant to the Acquisition Agreement, unless the
Whitewash Waiver is obtained from the Exccative. In this regard, the Vendor has made an application
to the Bxecutive for the Whitewash Waiver. The Whitewush Waiver, if granted by the Executive, will be
subject to, among other things, approval by the Independent Shareholders at the EGM by way of poll.
The grasting of the Whitewash Waiver is a condition precedent for Acquisition Completion which is not
capable of being waived, If the Whitewash Waiver is not obtained, the Acquisition will not proceed.

BASIS OF QUR OPINIGN

In our capacity as the Independent Financial Adviser, our role is to advise the Independent Board
Committee and the Independent Shareholders as to whether the Transaction is in the ordinary and vsual
course of business of the Group, the terms of the Acquisition Agreement are on normal commercial terms
and are Tair and reasonable so Tar as the Independent Shureholders are concerned, and the Acquisition and
the Whitewash Waiver are in the interests of the Company and the Shareholders us a whele; and to give
independent advice to the Independent Board Committee.

In formulating our opinion, we have relied on the information and facts supplied to us by the
Directors and/or managemeni of the Company. We have reviewed, among other things: (i) the Acquisition
Agreement: (i} the audited annual report of the Group For the financial yeur ended 31 December 2012
fthe “201Z Annual Report™): (iii) the audited annual report of the Group for the financial year ended 31
December 2013 (the “2013 Annual Report™): (iv) the audited annual report of the Grougp for the financial
year ended 31 December 2014 (the “2014 Annual Report™).

We have assumed tha all information, facts, opinions and representations contained in the Cireular
and afl information, statements and representations provided to us by the Directors and/or the management
of the Compary, witich we have relied on the same, are true, complete and accurate in all matertal respects
as of the date hereof and we have relied on the same. Up to the {ime of the Acquisilion Completion,
if there are any material changes on the information, facts, opinions and representations contained in
the Circular 2nd informativn. statements and representations provided 1o us by the Direclors and/or the
management ol the Company, the Independent Sharcholders will be nolified as soon as practicable. The
Direcrors have confirmed that they take full responsibility for the contenis of the Circular and have made
all reasanable inquiries that no material facts have heen omitted from the information supplied to us.

]
=
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The Circular, for which the Directors collectively und individually accept full responsibility,
includes particutars given in compliance with the Takeovers Code and the Listing Rules for the purpose
of giving inlormation with regard w the Group. The Directors. having made all reasonable enquiries.
conflirm that to the best of their knowledge and belief, the information contained in the Circular (other
than those relating to the Ziegler Group and the Vendor and parties acting in concert with it) is accurate
and compleie in all material respects and not misleading or deceptive, and there are no other matters, the
omission of which would make any statement in the Cirenlar misleading,

The Directors joimtly and severally accept [ull responsibility for the accuracy of the information
contained in the Circular {other than (hose refating o the Ziegler Group and the Vendor und parties acling
in concert with it) and confirm, having made all reasonable inquiries, that to the best of their knowledge,
opinions expressed in the Circular (other than those expressed by the Vendor) have been arrived at afier
due and careful consideration and there are no other facts not contained in the Circular, the omission of
which would make any statement in the Circular misleading.

The directors of the Vendor jointly and severally accept lull responsibility for the aceuracy of the
information (other than those relating to the Group) contained in the Circolar relating to the Ziegler Group
and the Vendor and parties acting in coneert with it, and contirm, having made all reasonabie enquiries,
that to the best of their knowledge, opinions expressed in the Circular {other than those expressed by
the Directors) have been arrived at after due and careful consideration and there are no other facts not
contained in the Circutar, the omission of which would make any statement in the Circalar misleading.

We have no reason to suspect that any material facts or information have been withheld or to doubt
the truth, accuracy or completeness of the information of all facty as set out in the Cireular and of the
information and represemations provided to us by the Directors, directors of the Vendor. managemeni
of the Company and/or management of the Vendor. Furthermore, we have no reason to suspect the
reasonableness of the opinions and representations expressed by the Divectors, directors of the Vendor,
management of the Company and/for management of the Vendor, which bave been provided wo us. in tine
with normal practice, we have not, however, conducted a verification process of the information supplied
to us, nor have we conducted any independent in-depth investigation into the busginess and atfairs of the
Group or Ziegler Group. We consider that we have been provided with sufficient information to reach
an informed view and to provide a reasonable basis for our opinion, and we consider that we have taken
suflicient and necessary sleps on which to form a reasonable basis and an informed view [or our opinion

in compliance with Rule 13.80 of the Listing Rules.

During the past two years, Platinum Securities Company Limited had no past engagement with the
Company. As at the Latest Practicable Date, we are independent from the Company or any other party o
the Transaction, or their respective substanlial shareholder(s) or connected person(s), as defined under the
Listing Reles and accordingly, are considered eligible to give independent advice on the Transaction. We
will receive a fee from the Company for our role as the Independent Financial Adviser to the Independent
Board Commiitee and the Independent Shareholders in retation to the Transaction, Apari from this normal
professional fee payable to us in connection with this appointment, no arrangenients exist whereby we wiil
receive any fees or benelits from the Company or any other parly (o the Trapsaction or their respective
substantial shareholder(s) or conuected person(s), as defined under the Listing Rules,
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The managing divector of Platinum Securities Company Limited, Mr, Lin Chee Ming (“Mr. Liu"),
in his personal capacity was a non-executive director of CIMC Ratfles Offshore (Singapore) Limited
{now known as CIMC Raffles Offshore {Singapore) Ple. Lid., “CIMC Raffles™) from 3 June 2012 to
4 May 2013, CIMC Raffles is currently a wholly-owned subsidiary of CIMC. We do not consider Mr.
Liu’s directorship mentioned above would affect the objectivity of our advice, given the fact that (i) Mr,
Liu was a non-executive director of CIMC Raftles and his resignation was effective on 4 May 2013,
wiich was more than 23 months from the Latest Practicable Date: (i) CIMC Raffles is a wholly-owned
subsidiary of CIMC, however, it represents an insignificant portion of the whole business of CIMC (for
the year ended 31 December 2012, CIMC Raffles’ revenue only represenied approximately 3.4% of
CIMC's consolidated wotal and its net assets only represented approximately 6.3% of CIMC's consoliduled
total). CIMC Raffles was making loss from the financial year ended 31 December 2010 to the financiul
year ended 31 December 2013 and therefore did not contributed any profit to CIMC during the period;
(iii) from a business perspective, CIMC Ralfles is nol in a business relating to the Acquisition. CIMC
Raffles is o deep-water offshore equipment manufacturer. which is unrelaied to the business of Ziegler
{i.c. business of development, production und distribution of 4 broad range of fireflighting and special
purpose vehicles, pumps and other lirefighting components); and {iv) Mr. Liu, as a non-executive director
of CIMC Raffles, did nol involve in management, operation or business decision making of CIMC Raftles,
Furthermore, Mr. Liu is not related to any directors or mansgement of CIMC and be has not received any
type of compensation from CIMC Rafiles except a nominal director fec in the amount of Singapore Dollar
4,084 per month until December 201 2, which was more than 2 years before the Latest Practicable Date,

As ai the Latest Practicable Date, ceriain nop-discretionary client accounts of Platinum Broking
Company Limited, a broking company which is under the same control as Platinum Securities Company
Limited, held in agaregate of 250,000 Shares, which represents approximately 0.00876% of the
Company’s total issued share capital. We do not consider these shareholding interests mentioned above
would affect the objeciivity of our advice, given the [act that (i) the imerests so held are immaterial: (ii)
neither our group nor our relevant employees directly or indircetly hold any shares, option. warranis or
other equity related interesis in any party related to the Transaciion,

Accordingly, we consider ourseives suitable to give independent financial advice to the
Independent Board Commiltee and the Independent Shareholders in respect of the Acquisition and the
Whitewash Waiver.

The tndependent Board Commitiee, comprising all independent non-executive Directors, namely
Dr. Loke Yu, Mr, Heng Ja Wei and Ms. Sun Guo Li, has been established o advise 1he lndependent
Shareholders as (o whether the terms of the Acquisition Agreement are fair and reasonable and the
Acquisition is in the ordinary and usual course of busingss of the Group and that the entering into the
Transuction is in the interests of the Company and the Shareholders as a whole,
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating and giving our independent financial advice 1o the Independent Board Commitiee

and the Independent Shareholders, we have taken into account the following principal factors:
A.  THE ACQUISITION
1, Background of the Acguisition

On 27 February 2013, the Purchaser (an indirect wholly-owned subsidiary of the Company),
the Vendor (an indircet wholly-owned subsidiary of CIMC), the Company and CIMC (FHIK; (a direct
wholly-owned subsidiary of CIMC) entered into the Acquisition Agreement, pursuant 1o which the
Purchaser conditionally agreed 1o purchase, and the Vendor conditionally agread to sell, the Sale
Shares and the Sale Loan at a consideration of HKS$489,428,572. which shall be satistied by the
Company by way of allotnent and issuance of 1,223,57],430 Consideration Shares ai the Issue
Price of HK$0.4 per Consideration Share to the Vendor (or its nominee).

1.4 Information on the Group

The Group is principaily engaged in (i) the production and sale of fire engines; (i)
the production and sale of fire prevention and fighting equipment; (iii) the installation of
fire prevention and fighting systems; and (iv) other businesses and invesiments. Tabulariscd
below is a summary of the Anancial performance of the Group as extracted from the 2013
Annual Report and the 2014 Annual Report.

Table 1 Financial information of the Group

Consolidated For the financial For the tinancial  For the financial
Inconie year ended 31 year ended 31 year ended 31
Statement December 2012 December 2013 December 2014
{RMB'tH0) (RMB 000} (RMB 000
{eudited) {audited) {(audited)
Turpover 969,273 836,812 840,828
Gross profit 102,170 91.630 95.810
Loss for the year (22.130) (161,730) (302.039)
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From table | above, we noted that turnover of the Group decreased by approximately
12.6% from RMB969,3 million for the financial year ended 31 December 2012 ("FY20127)
10 RMBS46.8 million lor the financial year ended 31 December 2014 (“FY20147). Loss
widened from RMB22.1 millioa for FY2012 to RMBS502,0 million for FY2014. According to
the 2013 Annuat Report and the 2014 Annuud Report, losses were mainly due to allowance
for doubtful debts arising from the old age wade receivables froni the installation business,
impairment loss on goodwill associated with the installation business, and impairment loss
on the assets of the guest house. The over-aggressive expansion in previous years plus the
change in the aperating environment, especially the macro-economic conirol measures on the
property market and credit tightening have finally led to the Group’s consecutive years of
losses since 2009. In fact, the Group did not pay any dividend 1o the Sharcholders during the
time.

With reference ro the 2014 Annual Report, we also noted that during FY2014, the
Group has completed the disposal of three subsidiaries which were engaged in the trading
of fire engines and lirefighting and rescue eguipment, the operation of a guest house and
the production and sale of fire prevention and fighting equipment. In February 2013, the
Group entered into the Disposal Agreement to dispose of the Disposal Group, which was
mainly engaged in the provision of installation and maintenance of fire prevention and
fighting systems services, The abovementioned discontinued operations recorded loss
of approximately RMB487.8 million for FY2014d as compared to loss of approximately
RMB159.8 million for the Mrancial year ended 31 December 2053 (“FY2013"), The loss for
Y2014 from discontinued operations accounted for 97.2%% of the total loss of the Group for
FY20i4. We are of the view that the Group’s loss for FY2014 was mainly attributable 1o the
discontinued operations,

1.2 Information on the Ziegler Group

Ziegler is a limited liability company incorporated in Germany. [t was incorporated
by VRE Vorratsgesellschalten GmbH, being an independent third party of CIMC, on 4
August 2013 andd transferred 1o the CIMC Group in November 2013 solely for the purpose
ol effecting a lransaction (the “2013 Acquisition”) to acquire certain assets (such as fixed
assets, other receivables and intangible assets) and Habilities relating to employees and
product warranty (the “Headquarter Assets™), and equily interests in certain operaling
subsidiaries (the “Operaiing Subsidiaries™Y of another limited liability company in Germany
(the “Entity™) relating to the business of development, production and distribution of a broad
range of firefighting and specinl purpose vehicles, pumps and other firefighting components
(collectively, the “Acquired Entity Assets™) from the insolvency administrator on behalf of
the Bntity, The 2013 Acquisition was completed on 13 December 2013, The Ziegler Group

is one of the leading producers of fire trucks globally and is pripcipally cngaged in the
development, production and distribution of a broad range of firefiphting and special purpose
vehicles, pumps and other firefighting components, which are in thie same lines of businesses

as the existing businesses of the Group.
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The business of the Entity was founded in 189! and was ultimately owned by and
operated by its founding family (with historical commercial register record which can be
raced back for over 50 years) prior 1o the appointment of the insolvency administrator in
2011 and the subsequent acquisition by Ziegler in 2013, As one of the top {ive producers of
fire trucks globally, the Zicgler Group munulactures more than 500 vebicles annuully and is
known for its high quality craftsmanship as well as its technology leadership in customized
fire trucks and water pumps lor Firefighting worldwide. At present, the Ziegler Group owns
and operates six manufactering plants in Encope.

In 2009, cerlain legal proceedings were initiated by the German anti-trust authority
against the Entity. Afier settlement of the aforesaid legal proceedings which involved
payment of substantial penaliies, the Entity filed for insolvency in August 2001, Since
the filing of insolvency, the business operations of the Estity and irs subsidiaries were
maintained by the insolvency administrator, who is a third party independent of the Company
and the Vendor, Qn 13 December 2013, Ziegler acquired the Acquired Entity Assels from
the Enfity through a public suction process conducted by the insolvency administrator for
a consideration of EURS8.89 million (equivalent to approximately HK$518.2 miliion).
As advised by the Vendor, the consideration of the 2013 Acquisition was arrived at after
arm’s length negotiations among relevant parties and by making reference to, inter alia, the
underlying business prospects and development potentint of the business of the Entity. The
Entity has nal commenced any business operation since the 2013 Acquisition and is still in

existence,
1.3 Injormation on the Vendor and CIMC

The Vendor, CIMC Top Gear B.V., & company incorporated in the Netheriands with
limited liability, an indireet wholly-owned subsidiary of CIMC, CIMC Top Gear B.V, is
principally engaged in investment holding and directly holds 100% of Ziegler Group.

CIMC is a world leading equipment and solution provider in the logistics and energy
industries and are principally engaged in the manufacture of conmtainers, energy, chemical
and liguid food equipment, offshore enginvering cquipment and airport faciliies as well as
the provision of relevanl services, including the design and manufacture ol international
standard dry containers, reefer containers, regional special containers, tank conlainers,
wooden container Hoorboards, road wank trucks, gas equipment and static tanks, road
transportation vehicles. jack-up drilling platforms, semisubmersible drilling plaiforms,
special vessels and passenger boarding bridges, air cargo handling systems, ground vehicles
with specific purpose and automatic parking system and the provision of relevant services. In
addition, CIM{ Group is also engaged in fogistics equipment manulacturing and servive, real

estate development, finance and other businesses.
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Reasons for and benefits of entering into of the Acquisition Agreement

2.1 The Group has been making losses since the financial year ended 31 December 2009.

The Acquisition may enhauce the value of the Group

Based on our review of 2012 Annual Report, 2013 Annual Report and 2014 Annual
Report, the Group has been imaking losses since the financial year ended 31 December
2009, the management of the Company has been conducting a detailed review of each of
the Group's business segments and investments with a view {o formulaling a caorporale
strategy to enhance the value of the Group. Among the various business segments of the
Ciroup, the production and sale of fire engine segment has built up a strong reputation and
solid customer base since it was acquired in 2004 and contributed a significant portion of the
Group’s revenue aid profits in recent fipancial years. In light of this, the Company intends to
dedicate more resources to this husiness segment and maintain its leading position as one of
the top fire engines and equipment manufacturers in the PR,

As discussed in the scetion headed “Information on the Ziegler Group” above, the
Ziegler Group is one of the leading producers of fire trucks globally, which are in the same
lines of businesses as the existing production and sale of fire engine businesses of the Group
and will enhance the existing businesses of the Group aiter the Acquisition.

Although the business of the Entily was adversely affected by the legal proceedings
mentioned in the section headed “Information on the Ziegler Group™ above, it was still able
t0 maintain a substantial scale of operation on the back of its Jong and successful history of
operations and product quality. As advised by Ziegler, the legal proceedings arising from the
German anti-trust authority were settled in February 201 1. As at the Latest Practicable Dae,
neither Ziegler nor any of its subsidiaries is engaged in apy material litigation or claims, and
so far as the Vendor is aware, nu material Htigation or claim is pending or threatened by or
against any member of the Ziegler Group. In order to confirm this, we have reviewed the
relevant audited financial information of Ziegler Group for the ten months ended 31 October
2014,

2.2 Ziegler Group was backed by a long and suecessful history of operations and product

qualiry

The business of the Entity was founded in 1891 and was ultimately owned by and
operated by fts founding family (with historical comunercial register record which can be
truced buck for over 50 years) prior to the appointment of the insolvency administrator in
2001 and subsequent acquisiion by Ziegler in 2013, As one of the lop Tive producers of
fire trucks globally, the Ziegler Group manufactures more than 500 vehicles annually and is
known for its high quality crafismanship as well as its technology leadership in customized
tice trucks and water pumps for fire fighting worldwide, Ar present, the Ziepler Group owns
and operates six manulacturing plants in Europe.
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As advised by the management of Ziegler, in lerms of revenue, Ziegler ranks
number five among global fire truck producers. In 2014, Ziegler owned a market share
of approximately 30% in Germany and approxinmately 3.3% globally. Moreover, Ziegler
currently holds various patents lor fire Tighting equipments, such as TS heat exchanger, high
pressure washer with rotating jets, rack for ladder, fire hose with temperature insulation,

cavitations warning and etc.

2.3 There was almost 10 vears of business cooperation berween the Company and Ziegler
Gronp. The Acquisition will realise potential syuergies between the Company and

Ziegler Group,

The Company has dealt with the Entity and purchased certain fire trucks and
tirefighting products from it in the Group's ordinary course of business for aimost [0 years.
As a result, the Company has in the past obtained certain knowledge on the Ziegler Group’s
products, businesses and its know-how and is keen 10 deepen the commercial refutionship
with the Ziegler Group to reinforee ils fire engine production capabilities.

"The Directors consider that the Acquisition would allow the Group to realise patential

synergies through:

) sharing of the technical know-how between the Group and the Ziegler Group
in the developmeni of pew models of {ire engines, fire equipment and other
firefighting products, particularly with respect to the advanced technology and
production best-practices possessed by the Ziegler Group, in order 1o enhance
the guality of products of the Company and consolidate its leading position in
China. As mentioned above in the section headed “Ziegler Group was backed
by u fong and successlul history of operations and product quality”, o terms of
product technology and market share, Ziegler Group is the npumber five in the
zlobal fire truck market;

(i)  expansion of the produci portfolio offered by the Group. As a1 the Latest
Practicable Date. the Group produced approximately 102 models ol [ire
engines., As discussed with the managemeal of the Company, afler the
Acquisition, the management ol the Company expects they can offer a broader
range of fire trucks and add Ziegler pumps. componenis, alpas, and potentially
other product ranges such as hose maintenance units to the Company’s product
portfolio, after sharing the product technology from Ziegier Group;

{iii} internal cost savings [vom the sharing of management resources. As discussed
with the managememi of the Company, the Company and Zefgler will share
management resouwrces and information afrer the Acquisition and management
from both companies will join the potential joint vemures to be establishad by

both companies;
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tivy  potential economies of scale by maximusing the wtilisation and ouiput of
available resources from both the Group and the Ziegler Group;

{v) obtaining direct access o international market particularly the European

market;

(vi} taking advamage of the existing distribution network of the Ziegler Group.
As at the Latest Practicable Date, Ziegler Group’s products are disuibuting to
aboul 40 countries in Europe and Asia. Afler the Acquisition, the Company
may share the distibution network of Ziegler Group and distribute its products
to these countries; and

(vil) tapping into the Vendor s expertise and established relationships with potentiad
new . customers {as further elaborated in the section headed “Introduction of
the Vendoo/CIMC us 2 controlling sharcholder of the Company through the
Acguisition is beneficial to the Company™y. Given the size of the Zicgler
Ciroup relfative 1o the Group, the Directors consider that the Group shall acquire
a minorily interest in Ziegler and form a strategic alliance with the Ziegler
Group.

We have enguired the management of Company whether there is any business
competition belween the Ziegler Group and the Company, Given that the Zicgler Grouwp
primarily focuses on the European market while the Company’s major target market is in the
PRC, it is expected that the direct business competition between the Ziegler Group and the
Company is limited in terms of geographical location,

Besides, the Vendor represents and warranis the Company that alter Acquisition
Completion, the Company shall kave the right of first refusal to take up all proposed
investments or acquisitions in the fire engine industry in the PRC by CIMC, It further
minimizes the potential business competition hetween the Ziegler Group and the Company.

2.4 Miroduction of the Vendor/CIMC as a controlling shareholder of tire Company

throngh the Acquisition is beneficial 1o the Company

Upon Acquisition Completion, Ziegler is expecied to be accounted for as an
associated company of the Group and the Vendor/CIMC will become a controlling
shareholder of the Company. The Vendor/CIMC has a strong asset base and substantial
size of vperations. The Directors consider that the iptroduction of the Vendor/CIMC as
a controlling shareholder of the Company through the Acquisition is beneficial 1o the

Company taking into account the following factors:
(i) the Vendor/CIMC is involved in the road transportation vehicle business which

is relevant 1o the special purpose vehicle business of the Group and the Ziegler
Group,
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(i)  the Vendor/CIMC has abundanm wanufacturing eapacity and experiences in
terms of the development, production and distribution of a broad range of

spectal purpose vehicles:

(ifiy the Vendor/CIMC is involved in the airport lacilities eguipment business and
its close relationships with global airport operators will provide strong supporn
in marketing and selling the Group's advanced firetfighting vehicles in new

geographical regions:

{iv) e Vendor/CEIMC has extensive marketing and sales networks in the PRC and
overseas markets which will help the Group in expanding its market coverage

after the Acquisition; and

{v) with the support of CIMC {by arranging banking facilities for working
capital of aot less than RMBI80 million and providing loancial back-up for
invesements in particular), the Company could speed up ils development by
both organic growth and acquisitions so as to advance towards the goal of
becoming the top fire engines manufacturer in the world,

CIMC has a business segment of airport facitities equipment which inciudes
manufacturing of fire trucks. The Company. as a manulaciurer and also distributor of firc
trucks, though hot in the same geographical Jocaiion. is running a business in the similar
industry as CIMC’s fire trucks manufacturing business. As such, we wre of the view that the
Company’s fire truck business would be benefited from CIMC's experience in development,
production and distribution of the special purpose vehicles. Moreover, CIMC is also involved
in the read transportation vehicle business and heavy truck business which are similar to
the fire truck business of the Company to a certain extent. We consider ‘that the Company
can feverage on CIMC's management experience in the road Iransporiation vehicle business
and heavy truck business, which would also help the Company improve its operational

efficiency.

Therefore. we consider that the Company could benefit from introducing the Yendor/
CIMC as a comrolling sharcholder both operationally and financially, which is in the
interests of the Company and the Sharehalders as a whole.

2.5 The Acguisition ay the comptencement of long-tera strategic cooperation between the
Group ad Ziegler Growp

Apart from the acguisiton of the assels of the Ziegler Group, the focal points of the
Acquisition are o build up strategic relationship between the Group, CIMC ant the Ziegler
Group, inciuding ‘but not limited tw (i) the Group could improve its product portfolio with
the Ziegler Graup's technical inpat; and (it) in view of no dominant player leading the PRC
market in production and sale of fire engines (as contrast to regional markey). the Group
is able o implement its plan to consolidate and lead the market with the working capital
support (by arranging banking facilities for working capital of not less than RMBIS0
million}, financial back-up for future merger and acquisition projects. and the sales and
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Board

4.

of the

relationship network of CIMC. The Company views the Acquisition as the commencement of
a long-term strategic cooperation between the Group, CIMC and the Ziegler Group.

In the future, the Group, CIMC and the Ziegler Group may or may not decide 1o
strengthen the strategic alliance, depending on the degree of commercial success of the
initial cooperation. While the purties have every intention Lo achieve the expecied synergics
and to create value for the Company and the Shareholders, the result will depend on many
factors, such as macro environment. management siyle, execution etficiency, and cultural fit
between the Chinese and German management members and employees, elc. As at the Latest
Practicable Diate, the Company has no plan lo acquire further interests in Ziegler.

As one of the specific warranties hy the Vendor, after Acquisition Completion,
the Company shall have the right of first refusal to rake up all proposed investments or
acquisitions in the fire engine industey in the PRC by CIMC. CTMC shall provide financial
support 1o the Company, at prevailing market rate, for the completion of the proposed
investments or acquisitions. We are of the view that the specific warranty would ensure the
losig-term cooperation between the Group and Ziegler Group and the Group could obtain
favourable business and financial support from CIMC, which is in the interests of the
Company and the Shareholders.

In view of the reasons as claborated in the sections 2.1 oy 2.5 above, we consider
ihat the entering into of the Acquisition Agreement is Tair and reasonable so far as the
Independent Shareholders are concerned und in the interests of the Company and the
Shareholders as a whole.

Principal terms of the Acquisition Agreement

Detailed terms of the Acguisition Agreement have been contained in the letter from the
as set out in the Circular.

Acquisition Cousideration

The Acquisition Consideration is primarily determined based on the latest linancial position
Ziegler Group, the amounts owed by Ziegler 10 the Vendor, and the future prospects of the

business of the Ziegler Group under the management and control of the Vendor. Reference to ihe
previous acquisition cost of the assets and labilities comprising the Ziegler Group paid by the
Vendor of approximately EURS8.89 million (equivalent to approximately HK$518.2 million) pius
costs neurred incidemal thereto is also taken into consideration, In our independent atiempl to

ascertain the fairness and reasonabieness of the Acquisition Consideration, we have reviewed the
financial performance of Ziegler Group, the basis of determination of consideration for the Sale
Loan and the comparable companies of Ziegler Group, which are unalysed in detail in the following
sections,
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4.0 Financiel information of Ziegler Group

Set out below are the audited consolidated financial information of Ziegler Group as
set out in the Appendix [1A to the Circular. which has been prepared in accordance with the
Hong Kong Financial Reporting Standards:

Table 2: financial information of Ziegler Group

For the period from For the ten months
14 August 2013 to ended 31 Qctober

31 December 2013 2014

EUR 000 EUR'000

{audited) (audited)

Profit/iloss) before taxation 6,217 (11,112}
Profit/(foss) alter taxation 6,402 (8.556)
Asat As at

31 December 2013 31 Qetoher 2014

EUR 000 EUR OG0

{audited) (andited)

Net assets 36.506 31.329

We noted thal Ziegler Group recorded a loss of approximately EURS.6 million for
the ten months ended 31 October 2014, and undersiood from the management of the Ziegler
thal due to the high degree of dependency on public-sector clivnts, the usnal pattern i the
fire equipmentt sector is for a very high propoction of its shipments 1o be made in the second
hall of the year, and especially in the last guarter. This may give rise to very considerable
differences — in terms of revenues and results — between the first three quarters and the lust
quarter. Companies in the fire equipment indasity usually have better earnings in the Tourth
quarter of each calendar year, Since the 2013 Acquisition was completed on |3 December
2013, it is not practicable to review the seasonal effect on Ziegler Group. As an alternative,
we have Jook into the financial statements of Rosenbauer Imernadional Ag and Shw Ag
which are the comparuble companies of Ziegler in the Buropean fire equipment market. We
noticed that boti Rosenbauer Tnternational Ag and Shw Ap recorded substantially higher
revenue and profil in the fourth quarter as compared to the first. the second and the third
quarters. for each of FY2013, FY2012, the lnancial vear ended 31 December 2011 and the
financial year ended 31 December 2010,

We noted that both Rosenbauer International Ag and Shw Ag made profits in the
first @ months of each of the last four financial years while Ziegler Group made loss for the
len months ended 31 October 2014, We consider that each of Rosenbauer Inlernational Ag,
Shw Ag and Ziegler is in the fire equipment industry focusing on the Eurapean market, thus
they are facing similar market conditions, The seasonal effects on Rosenbauer International
Ag and Shw Ag will also he reflected on Ziegler Group, despite of the different profit/loss
posilions of Rosenbaver International Ag/Shw Ag and Ziegler Group. Therefore, we concur
with the manasement of Ziegler that companies in {ire equipment indusury of Europe shares
similar seasonal effects and (ke seasonal effects might have an impact on Ziegler Group’s

CArTHNES.
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4.2 Consideration for Sale Loan

The Sale Loan represents 40% of all the amounts owed by Ziegler to the Vendor as al
the date ol Acquisition Completion. As ai lhe date of the Acquisition Agreement, the amount
owed hy Zicgler Lo the Vendor was approximately EUR25.9 million and therefore 40% of
seell amount was approximately EUR 0.4 million. We understand from the management
of the Company thal the consideration for the Sale Loan is based on dollar-to-doltar basis,
therefore, we consider it is fair and reasonable 1o the Company and the Shareholders as a

whole.
4.3 Consideratton for Sale Shares — Comparable companies analysis of Ziegler Group

The Acquisition Consideration includes considerations for the Sale Loan and the Sale
Share. Given that the consideration for the Sale Loan is on dollar-ta-dollar basis which we
censider fair and reasonable, we are ol the view that It s [air and reasonable 1o arrive the
consideration for the Sale Share (i.e. the remaining part of the Acquisition Consideration} by
deducting the consideration for the Sale Loun {i.e. approximately EUR10.4 million) from the
Acyuisition Consideration (i.e. HK5489.428,572). Therefore, we use FIK$397.9 million as
the consideration for the Sale Share in conducting our comparable companies analysis,

Since every company has its unique characteristies and business strategies, it is
improbable fo ftnd a comparable company that has the exact same business as the Ziegler
Group. The Ziegler Group operates its principal business in Germany and is principaliy
éngaged in the development, praduction and distribution of a broad range of firefighting and
special purpose vehicles, pumps and other firefighting components.

To the best of our endeavours, we could not identify a company listed in Hong
Kong that principally operates in Germany or nearby countries and is engaged in similar
businesses as Ziegler Group. Instead, we have selected comparable companies (the
“Comparable Companies™) based on (he criteria of (i) derive more than 30% of total revenue
from firefighting components or heavy truck or pump business; (ii) have their principal
businesses based in Central Europe (i.e. Germany, Switzerland. Ausiria. Liechienstein,
Czech Republie, Slovakia, Hungary and Poland according to The World Factbook by the
Central Intelligence Agency) where the Ziegler Group principally operates: {iil) listed in
Burope for more than one year: and {iv) market capitalisation of approximately HK$500
million te approximately HKS5.000 million, based on the valuation of the equity of the
Ziegler Group of approximately HK$994 8 million in the Transaction (i.e. the consideration
for the Sale Shares of approximately HEKS$397.9 million divided by 40%). Although Ziegler
is not a listed compuny, due o the lack of detailed information of other privale companies
engaging in similar business, we nsed the share prices of the Comparable Companies to
analyse the fairpess and reasonableness of the consideration of Sale Shares. We consider the
share prices of the Comparable Companies represert the market perception and a relatively
fair and reasonable valuation on the companies engaged in the fire equipment business and
analysis on share prices of the Comparable Companies may support us (o give a [airness and
reasonableness opinion regarding the valuation of the Ziegler Group.




LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

The Comparable Companies have been selected exhaustively based on the above
criteria, which have been identified, w the best of our endeavours, in our research through
public information.

In our assessment, we have considered the price-to-carnings ratio (“BP/E”) and the
price-to-book ratio ("P/B"), which are commonly used to assess the finuncial valuation of
a company engaged in the {irefighting or heavy truck or pump business. Given that Ziegler
Grouwp recarded loss for the ten months ended 31 QOctober 2014, we consider that P/E is not
applicable for our analysis. The P/B of Ziegler Group is calculated by dividing the valuation
of the equity of Zicgler Group in the Transaclion of approximately HK$994.8 million by the
audited consolidated net asset of Ziegler Group as at 31 October 2014 of EUR3T,329,000
{equivalent 10 approximately HK$2735,693,200).

The P/B analysis on the Comparable Companies is shown in Table 3 below.

Table 3: P/B analysis on the Comparable Companies

Company name Ticker Market capitalisation P/
{HKS million) {fimes)
{Noite 1} (Nate 2)
Rosenhauer International Ag ROS AV 5,056 3.3
Shw Ag SWI GR 2,481 33
Ziegler Group 3.6

Senrees Bloambery und Comparable Companies” respective latest financial staiemenl

Nertee

{. The respestive market capitalisation of Comparable Companies are translated using the exchange
rafe as sipted under the “Delinitions™ section of the Circular,

2 BB of Compurable Companies is caleslated by the market capitalisatien of the Comparable

Companies as at the Latest Practicable Date divided by the pet assel value atuributuble to the
shareholders of the Comparable Companies according o their respective lufest fingncial staement,

As shown in the Table 3, the P/B of both Rosenbaver Iniernalional Ag and Shw Ag
are approxintately 3.3 times. We note that the P/B of Ziegler Group is slightly higher than
the P/B of Comparable Companies. We are of the view that since the Acquisition will realise
polential synergies between the Company and Ziegler Group as discussed above, despite the
fact that the P/B of Ziegler Group is slightly higher than P/B of Comparable Companies, the
consideration for the Sale Shares is fair and reasonable 1o the Compuny and the Shareholders
as i whole.
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Given that {1) the consideration for the Sale Loan is fair and reasonable; (2) the
consideration for the Sale Shares is fair and reasonable, we are of the view that the
Acquisition Considerttion is fair and reasonable to the Compaay and the Shareholders as a

whole.
Consideration Shares
5.1 The Counsideration Shares

As at the Latest Practicable Date, the Company has 2,855,000,000 Shares in issuc. The
1.223,571.430 Consideration Shares reprosent approximately 42.86% of the existing issued
share capital of the Company and approximately 30.00% of the issued share capital of the
Company as enfarged by the allotment and issuance of the Consideration Shares (assuming
that there is ne change in the isswed share capital of the Company other than the issue nf
the Consideration Shares since the Latest Practicable Daie up to the dale of Acquisition
Completion).

The Consideration Shares, when allotted and issued, will rank pari passu in all
respects among themselves and with the Shares In issue as at the date of allotment and
issuance of the Consideration Shares, including the right to receive all future dividends and
distributions which may be declared, made or paid by the Company on or alter the date of

allotment and issuance of the Constderation Shares.

Wy
LS

The Issue Price
The Issue Price of HK$0.4 per Share represents:

(i) a discount of approximately 34.43% to the closing price of HKS0.61 per Share
as quoted on the Stock Exchange as at the Latest Practicable Date;

(ii)  a discount of approximately £0.30% to the closing price of HK$0.67 per Share
as quoted on the Stock Exchange on the Last Trading Day;

(i) a discouni of approximately 39.39% 1o the average ol the closing prices of the
Shares as quoted on the Stock Exchange for the last 5 trading days up to and
including the Last Trading Day of approximately HK30.66 per Share;

{iv)  u discount of approximately 38.46% 1o the average of the elosing prices ol the
Shares as quoted on the Stock Exchange Tor the last 10 trading days up to and
including the Last Trading Day of approximately HK$0.635 per Share:

(v} a2 discount of approximately 31.03% to the average of the closing prices of the

Shares as quoted on the Stock Exchange for the last 30 trading days up to and
inchuding the Last Trading Day of approximately HE50.58 per Share: and
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(vi) @ premium of approsimately 66.67% to the audited consolidated nel assels
attribwiable to the Shareholders of approximately HKS0.24 per Share (based
on the audited consolidated net assets atributable to the Sharcholders of
approsimately RMB349.1 million (equivalent to approximately HKE686.4
million) as zt 31 December 2014 and 2.855,000,000 Shares in issue us al the
Latest Practicable Date}.

The Issue Price was determined after arm’s length negotiations berween the parties
1o the Acquision Agreement with reference 1o, among other things, (i) prevatling markel
prices of the Shares; (ii) the financial performance of the Group; and (i) the current market

canditions.

We have enquired the management of the Company and noted that the Acquisition
Consideration is primarily determinet based on the latest financial position of the Ziegler
Groug, the amounts owed by Ziegler (o the Vendor, and the Tutare prospeets of the business
of the Zicgler Group under the management and controf of the Vendor, Reference o the
previous scquisition cost of the assets and labilities comprising the Ziegler Group puid by
the Vendor of approximately EURSS.89 million (eguivalent to approximately HK$518.2
mitlion) plus costs incurred incidental thereto is also taken into consideration,

5.3 Cemparison of the Issue Price with net asser value { “NAV" ) of Group

According to the 2014 Apneal Report, NAV atributable to the Shareholders was
RMB3549.1 million {equivalent 10 approximately HK$686.4 million) and NAY per Share
was approximately HK$0.24 as at 31 December 2014. The Issue Price of HES0.4 per Share
represents a premium of approximately 66.7% 1o the NAV per Share as at 31 December
204,

Since the Issue Price represents a substantial premium over the NAV per Share,
we are of the view that the Issue Price is fair and reasonable 1o the Company and the
Shareholders as a whole in this regasd.

5.4 Review on historical price of the Shares

The Board announced that after lhe Stock Exchange trading hours on 18 November
2014, the Company, CIMC and Mr. Jiang Xiong entered into a memorandum of
understanding {the “MOU™} in relation to the possible Acquisition. The following rable sets
put Le highest and lowest closing prices and the average daily closing price of the Shures
as guoted on the Stock Exchange in cach month doring the pefod commencing from (i) |
Noavember 2013 (being approximately one year before the announcement of the MOU) to |8
November 2014 (being the date of the announceément of the MOU) (the “Review Period I™);
and (ii) from 19 November 2014 up to the Latest Practicable Date (the "Review TPeriod 117}
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Table 4 historical price of the Shares

Average No. of
Highest Lowest daily trading
closing closing closing days in
Month price price price each manth
{HK$) (HKS) {HKS)
2013
November 0.315 (199 0,238 21
December 0.315 0219 (.262 20
2014
On or before 18 November 2014
{Note (1))
January 0.295 0.221 0,253 21
February 0.290 0.265 0.277 19
March 0.345 0.263 (.292 21
April (1.335 0.275 0.315 20
May 0.325 0.285 0.306 20
Jupe 0.335 0.310 0.321 20
July 0415 0,320 .357 22
August (1,400 (.34 0.376 21
September 0.680 0.420 L6l 21
October 0.580 0.360 0.450 2t
November (1 November to
18 Novewmber) 0.730 0.560 0.624 i2
After 18 November 2014
{Note (1)}
November (19 November to
30 November) 0.670 0.590 0.624 8
December 0.620 0.5320 0.562 21
2015
Januvary 0.600 0).450 0.528 2]
Febroary 0.680 0.580 0.623 18
March 0.660 0.5350 0.611 22
April (1 April to the Latest
Practicable Dute) 0.660 0.560 0.603 15
Sonrce: tHie Siock Exchange web-site (www, hkex comLhik}
Notes:
{n On 18 November 2004 afier trading bours, an annosmeement in 1espect of the possible Acquisition

was made by the Company.
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HES Historléal price of the Shares _
Antourcement of the MOU
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Soreree: Bloamberg

As indicated in the tble 4 above, the daily closing price of the Shares ranged (rom
HES$0.199 10 HKS0.750 during the Review Period [ with an average of HK$0.332, Therefore,
the {ssue Price of HIK$0.4 per Consideration Share represents a discount of approximately
46, 7%, a premium of approximately [01.0% and a premium ol approximately 13.65% over/
o the magimun, minimum and average daily closing price of the Shares during the Review
Period 1, respeciively, By compuring the maximum closing prive ol the Shares of HK$0.750
and the minimum closing price of the Shares of HK$0.199 during the Review Period 1, it
represents a varinnee of HK$0.351 and the fluctuation mizht be due 1o the speculation of the
prospects of the Company.

During the Review Period 11, the Shares were traded consistently higher than the
Issue Price. The lowest closing price of the Shares was HKSO.450 and the average daily
tlosing price of the Shares was NKS$0.587. The generally higher trading price of the Shares
during the Review Period Il was, in our opinjon, primarily due to the market expectation
that the Company would ender into the Acquisition Agreement to acguire H)% equity interest
in Ziealer and the Company may expand its current business and have a better business
prospect following cooperation with Ziegler,

3.3 Comparable trausactions

In order to assess the fairness and reasonableness of the Issue Price. we have
reviewed transactions, including connected transaclions. anfounced by companies listed
on the Muain Board of ihe Stock Exchange which involved the issuance ol consideration
shares {the “Comparable Transzetions™) during approximately six months immediately
prior to the date of the Acguisition Agreement. We note that the companies invalved in the
Comparable ‘Transactions are not engaged in the similar businesses as the principal business
of the Company. However, since the Comparable Transactions were transacted at the time
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close 1o date of the Acquisition Agreement under similar market conditions and investment
sentiments, we are of the view that the Comparable Transactions, although nai to be used in
isolation in determining the fairness and reasonableness of the Issue Price, nevertheless can
provide a general reference to the Independent Sharcholders us they can rellect recent market
trends of the terms involved in isseing sharex as full or partial settlement of consideration for

acquisitions,

The Comparable Transactions have been selecied exhausiively based on the above
criteria, which have been identified, to the best of our endeavours, i our research through

public information.
Table 5: Comparable Transactions analysis
Premium/{disconnt} of

the issue prive pver/to)
the average clostug price of

Date of Last Last 80 Last 130
snnotneement Company name Ticker trading doy  trading days  frading days
11-Aug-14 Stno Credit Holdings Limited f28§ HK (7%} (664} 45%
12-Aue-i4 China [nvestmert Develapument Linited 24 HE 0% (21.2%;3 {(14.3%)
M-t Towa Health Intemational Medical 3586 HR {2.3%) i1t 18.4%
Gronp Limited
29-Aug-14 Bing Shan Tea Group Limited 364 HK 0.0% 2% 19%
{15-Sep-i4 New Times Energy Corperation Limitad 166 HE 389% 26.2% 8.9%
11-Sep-14 Sheng Yuan Holdings Limited $5¢ HK (2.0%) 1.7% 134G
17-Sep-t4 §ino Resourees Group Lisited 2K 0.0% 33 22.8%
10-0et- 14 Changieng Axle (Chisa} Company Limited W3 HK - (29.0% ) £16.7%) (19.7%)
29-Nov-t4  China Gas Holdings Limited 33 HK (1.4%: 11.5%) 21%
G5-Des-14 Loudong (reneral Nice Resources (China) 9%% HK 9.1%) (3.4%) 4.2%)
Holdings Limited
10-Dee- 4 SinoCom Software Group Limited M9 HK (3744 26% L%
12-Die-H Trigiam Group Limited L300 HK 18% (30.2%) {33.2%)
19-Dec- 14 China Agsoforestry Low-Carhon 1069 HK 17.3% (2.4%) 13.6%
Holdings Limited
03-Jan- 15 Xiwang Special Steel Company Limited 1266 HK 0.0% B.0% 146%
{3-Feb-13 i Hung International Holdings Linited 381 HK (18.5%:} {36.7%) {37.4%)
16-Feb-13 Enterprise Developrent Holdings Liraited 1808 HK {13.0%} (745 {59.8%)
Maximum Y% 125 22.8%
Minimum (370063 (47.4%) (39.8%;)
Average (2.9%) (6.7%) {4.3%:;
Bisue Price (0.3%} (30,05 (19.3%:

Source! Stech Exchange and respective anuatheemenix
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As illusirated in Table 5, the issue prices of the Comparable Transactions ranged
from a discount of approximately 37.0% to a premium of approximately 38.9% rofover the
closing price of the last trading day (ihe “Market Range I") with an average discount of
approximately 2.9% (the “Market Average F"), from a discount of approximately 47.4% io
a premium of approximately 26.2% to/over the average closing price of the last Y0 trading
days (the “Market Range 1I”) with an average discount of approximatety 6.7% (the “Markel
Average I17) aad from a discount of approximately 59.8% o a premium of approximately
272.8% tofover the average closing price of the last 180 wading days {the “Market Range HI™)
with an average discount of approximately 4.3% (the "Market Average 11").

We aole that the lssue Price represents a discount of approximately 40.3% to the
closing price of the Shares on the Last Trading Date (the “Issue Price Discount 17), a
discount of approximately 30.0% 1o the average closing price of the Shares on lasi 90
consecutive trading days (the “Issee Price Discount II”") and a discount of approxinutely
19.3% to the average closing price of the Shares on fast 180 consecutive trading days (the
“lusue Price Discount [17).

The [ssue Price Discount I, the Issue Price Discount I and the Issue Price Discount
IIT are lower than the Market Average |, the Market Average I} and the Market Average |11,
respectively, The lssug Price Discount | is slightly deeper than the low-end of the Markel
Range | while the Issue Price Discouni Il and the Issue Price Disconnt 1§l are within the
Market Range 1 and Market Range HL. respectively. We note that the Issue Price is generally
at a deeper discount to the price of the Shares as compared to the Comparable Transactions,
We consider that this is mainly due to the faci thar the Company announced the MOU
on 18 November 2014 and the market had responded positively 1o the possibility of the
Acquisition, resulting an increase of 35. 1% of the Share price 1o HKS0.67 as at the Last
Trading Day as compared to the average closing price of the Shares on last 180 consecutive
trading days of HEKS50.496. Relerence is made to the 2013 Annual Report published on 24
April 2014, according 10 the Chairman’s statement, the Group has staried a reorganizalion
plan and assessing potential acquisiion opportdnity on u company also engaged in the
manulacturing and sale of fire trucks, special vehicles, pumps and other [ire lighting
equipment. At that point in time, the share price of the Company has started an upward trend
and we consider it was mainky due 10 market speculation en erystallizing the abovementioned
developments of the Group. Upon the announcement of the MOU on 18 November 2014,
the price of the Shares reached to a peak and we consider through the general upward trend
before, the market has already digested most of the potential impact of the MOU and a
drop after that might simply reflect the profit-taking behaviour of investors, In addition,
during the period from the last 180 wrading days up to and including the Last Trading Day,
Hang Serg Index rose from 23,316 1o 24,823, representing an increase of approximately
6.46%. We consider that the rise of Hang Seng lndex indicates a general upward tend of the
stock market which may be one of the factors ro explain the price movement of the Shares.
However, despite of that, we consider the price of the Shares is mostly driven by the news
or specutation of the Company™s reorganization and potential acquisition opportunity, rather
than following the general trend of the stock market as analysed above,

Given that the Issue Price of HKSO.4 represents (i) a premium over the NAV pei
Share as at 31 December 2014: (ii} a premium over the average closing price of the Shares
during the Review Period 1: and (iii) deeper discounis o the closing pricefaverage closing
price of the Shares on the Lasting Trading Date. last 90 trading days and last 180 trading
days as compared 1o the Comparable Transactions but mainly due o the announcement of
the MOU and the general upward trend ol the stock market. we are ol the view that the Issue
Price is lair and reasonzble and in the imerests of the Company and Sharcholders as a whole,
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Financial effects of the Acyuisition
0.1 Effect on NAV

Ay disclosed in the 2014 Annual Report, the NAV attributable to Sharcholders as a
31 December 2014 was approximately RMB349.1 million. The Issue Price of HK$0.4 per
Share represents a premivm of approximately 66.7% to (e NAY per Share of approximately
HKS0.24 as at 31 December 2014,

Based on the unaudited pro forma financial information in Appendix 1T (o
the Circular, the NAV auributable to Shareholders would increase to approximately
RMB1,077.7 million and the NAV per Share would increase 1o approximately HK$0.33 as a
result of the Acquisition.

Therelore, we constder the NAV per Share will be increased after the Acquisition
Completion and the Acquisition will have & positive impact on NAVY of the Group,

6.2 Effeci on earnings

As disclosed in the 2014 Annual Report, loss for FY2014 attributable to Shareholders
amounted to approximately RMB303.9 million.

We concur with the management of the Company that the Acquisition will allow the
Group to realise poteniial synergies as discussed in the section headed “2.3 There was almost
10 years of business cooperation between the Company and Ziegler Group. The Acquisition
will realise potential synergies between the Company and Ziegler Group”, which will
improve the profitability of the Group.

As a result, we are of the view that the Acquisition will have a potential positive
impact on the earnings of the Group.

6.3 Effect on cashiwerking capital

As disclosed in the 2014 Annual Reporl, the Group had current assets of RMBOOS.4
million including bank balances and cash of RMB172.4 million and current liabilities of
RMB359.5 million, but exclading assets and liabilities of disposal group held for sale. Given
the Acquisition Consideration witl be fully settled by allotting and issuing Consideration
Shares to the Yendor, we consider that there will be no impact on the cash/working capital of
the Group.

In light of:

(i)  the positive impact on the NAVY of the Group;

{(ii)  the potential positive impacl on the earnings of the Group; and

(iity  no impact on the cash/working capital of the Group,
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we are of the view that the Acquisition will have a positive financial effect on the

Group and is in the interests of the Company and the Shareholders as a whole.

7. Dilution effect nn the shareholding haterests of the existing public Shareholders

The following table illustrates ihe shareholding structures of the Company (i) as at the Lalest
Practicable Date; and (i)} immediately afier Acquisition Completion {assuming that there is no
change in the issued share capital of the Company other than the issue of the Consideration Shares

since the date ol the Acquisition Agreement and up to the date of Acquisition Conmpletion):

Table 6: Potential sharcholding dilution effect of the Acquisition

As at the Latest Immediately after
Practicable Date Acquisition Completion
Shares App. Shares App. %
Mr. Hang (note i) 981.600,0(8 M358 981,600,000 107
Mr. Hang Qing (sote i) 7,500,00 0.26 7,500,000 .18
EH Investmem Management Lk, (note if} 393,730.000 20,80 303,730,000 14,56
The Venrdor or its aominee {nore i) - - 1,223,571 430 3000
1,582,850,001) 55.44 2,506,421, 430 68.51
Public Sharcholders 1,272 450,000 A4.56 1,272,150,000 Ly
Tatal 2,835,000,000 104,00 4,078,571,430 10100
Notes:
(i) Mr. liang and Mr. Jisng Qing are executive Directors, Me. Hang is the hrother of My, Jang Qing.
[§13] The entire share capital of EH lavestment Manapement Ltd. §s benefivinlly owned by Mr. Ngan Lek.
titiy  The Vendor s an indireet whelly-owied subsidiary of CIMC.
tiv) The Vemtor doss not consider itself or any parties acting in voncert with it as a party aviing in congert

ar w be dcling fn coneent with My, Jioug and Mr, Jiang Qing @s a1 the Latest Practicable Date and sfter
Asquisition Completing, Immediately after Acquisition Completion, My, Hang and Mr, Hang Qing will be
interested t approximately 24.07% and approximutely 0.18% of the issued share capital of the Company
respectively whitst the Vendor or its nominee will be interested in approximstely 3U% of the issued share
cipital of the Compimy. Accardingly, the Vendor will be presumed  be acting in concert with Mr. Nang
wied M. Jiang Qing imntediately after Acquisition Cospletion under class (1) of the definition of acting
in concert pursuaat 1o the Tukeovers Code. The Vendor, My Jtang and Mr. Jiang Qing have made ao
application 10 the Exccutive for a rebuttal of the preswmption of acting i cuncert between the Vendor, Mr.
Hang ard Mr, Jiang Qing after Acquisttien Completion,

As indicated in Table 6, the shareholding of public Shareholders will decrease from
approximately 44.56% lo approximalely 31.19% immediately after Acquisition Completion. Such
potential difution o the sharcholdings of public Shareholders represents a dilution by absolute
percentage amount of approximately [3.37% and a dilation by relative pereentage of approximately

30.00%.
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Taking into account that:
(i)  the loss making position of the Group since financial year ended 31 December 2009,

(it} the Transuction will realise potentinl synergies between the Company und Ziegler

Giroup;
{ifi}  the Acguisition Consideration is fair and reasonable; and
(iv) the Tssue Price is fair and reasonable,

we consider the possible diluton effect on the shareholding interests of the public Shareholders to
be justifiable.

B. THE WHITEWASH WAIVER

As at the Latest Practicable Date, each of CIMC, the Vendor and parties ucting in conceri with
them does not hold any Shares. Immediately after Acquisition Completion, the Vendor and parties acting
in concert with it will be interested in 1,223,571,430 Shares, representing approximately 30.00% of
the issued share capital of the Company as eslarged by the allounent and issuance of the Consideration
Shares (assuming that there is no change in the issued share capital of the Company other than the issue
ol the Consideration Shares since the Latest Practicable Date and up 1o Acguisition Completion). Under
Rule 26.1 of the Tukeovers Code, the Vendor would be obliged 1o make a mandatory general offer to the
Shureholders For all the issued Shares and other securities of the Company not already owned or agreed
to be acquired by il and any parties acting in concert with it as a result of the Acquisition, unless the
Whitewash Waiver is obtained from the Executive. In this regard, the Vendor has made an application
(o the Executive for the Whitewash Waiver, The Whitewash Waiver, if granted by the Exccutive, will be
subject to, among other things, approval by the Independemt Shareholders at the EGM by way of potl.
The granting of the Whitewash Waiver is a condition precedent for Acquisition Completion which is not
capable of being waived. If the Whitewask Waiver is not obtained, the Acyuisition will not proceed.

Given Lhe possible benefits of the Acquisition contemplated thereunder to the Company mentioned
in scction A of our letter and the terms of e Acquisition Agreement being lair and reusonable so lar as
the Independent Shareholders are concerned, we are of the opinion that the appraval of the Whilewash
Waiver, which is a prerequisite for the Acquisition Completion, is in the interests of the Company and the
Independent Sharehalders as a whole and is fair and reasonable for the purpose of proceeding with the
Acquisition Agreement and the transactions contemplated thereunder.
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RECOMMENDATION

We have considered the above principal factors and reasons and, in particular, tuken info account

the following in arriving at our opinion:

(i)

(i)

(iii)

(iv)

(v)

{vi}

(vii)

although the Acquisition is not in the ordinary and usual course of business of the Group, it
is in line with the Group’s business strategy and the reasons and benefits of the Acguisition
are in the interests of the Company and the Sharcholders as a whole:

the Acquisition Consideration, according to our analysis, is fair and reasonable and is in the
interests of the Company and the Shareholders as a whole;

in respeet of (e historical share price movement of Shares, (he Issue Price is fair and
reasonable and is in the inlerests of the Company and the Sharcholders as a whole;

the Issue Price is at approximately 660.7% premium over the NAV;

in respect of the Comparable Transactions analysis, the Issue Price is air and reasonable and
is in the interests of the Company and the Shareholders as a whole;

the Acquisition, on an overall basis, will have a positive financial effect on the Group and is
in the interests of the Company and the Shareholders as a whole;

the potential dilution of sharehiolding to other public Sharcholders immediately after the
Acquisition Completion is justifiable;

(viii) the Whitewash Waiver is a prerequisite for the Acquisition Completion,

we are of the view that the terms of the Acyuisition Agreement are on normal commercial terms
and fair and reasonable so far as the Independent Shareholders are concerned and the Acquisition and the
Whitewash Waiver are in the interests of the Company snd the Shareholders as a whaole,

Accordingly, we advise the Tndependent Board Committee to recommend, and we ourselves
recommend the Independent Sharcholders o vole in favour of the ordinary resolution in relation w the
Transaction to be proposed al the EGM,

Yours Faithfully,
For and on behalf of
Platinnm Securities Company Limited

Lenny Li
Director and Co-Head of Corporare Finance

Mr. Lenny Li is a licensed person regisiered with the Seeurities and Futures Commission and as
a responsible offfcer of Platintom Securities Company Livtited to carry out Type | (dealing in securities)
and Tepe 6 (advising on corporate finance) regulated activivies under the SFO and has over eight vears of

experience in corporate finance industry.
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1B FINANCIAL INFORMATION OF THE GROUP

Financial information on the Group for each of the three financial years ended 31 December 2012,
2013 and 2014 are disclosed in the following documents which have been published on the websiles of the
Stock Exchange (hup/fwww . likexnews.hik) and the Company (http://www chinafire.com.cn):

, annual report of the Company for the year ended 31 December 2012 published on 19 April
2013 (pages 28 to 103)

. amitual report of the Company for the year ended 31 December 2013 published on 24 April
2014 (pages 26 to 109): and

’ annual report of the Company for the year ended 31 December 2014 published on 20 April
2015 (pages 25 o L11);

2, SUMMARY OF FINANCIAL INFORMATION

The following is a summary of the consolidated financial information of the Group lor the three
years ended 31 December 2012, 201 3 and 2014, as extracted tfrom the annual reports of the Compuny for
the years ended 3| December 2013 and 2014,

For the year ended 31 December

2014 2013 2012
RMB oo RMB 000 RMB'O00
(Restated)
Turnover 846,828 836,812 969,273
Loss before tax (490.859) (149,449} (11,501}
Income tax expense (11,180 (12,281 (10.635)
Loss for the year (502,03) (161,730} (22.136)
Attributable to:
Owuers of the Company (503,854 (152,871 (21,4143
tNon-controlling interests |.B15 (8,859} {122y
(302,039} (161,730} (22,136}
Dividends - - -
Loss per Share (RMB cents)
RBaste and difuted {17.65) (5.35) (0.75}
Dividends per Share (RMB cents}) - - -

-1
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Notes:

1 No quulified opinion in cespect of the financial stareimems of the Group Tor each of the three years ended 31 December HH2,
2003 and 2004 has been issued by the anditers of the Company, R5M Nelsoa Wheeler,

2 No exceptional items because of their size, nalu or jacidences were recognised in the above accounts for each of the lhree

yeurs ended 31 Decernbar 2002, 203 and 2014,
3, AUDITED FINANCIAL STATEMENTS

The foliowing is the Full text of the audited financial statements of the Group for the year ended
31 December 20014 as exiracted from the annual report of the Company for the year ended 31 December
2014

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME
For the year ended 31 December 2014

2014 2013

Note RMB OO0 RMEB 0060
Continuing operations
Turnover 7 444 249 392,601
Cost of sales and services (374,390 (320,790}
Gross profit 74,859 71,811
Other tncome ] 4,578 13,053
Selling and distribution costs (19.444) (13.538)
Administrative expenses (62,454 (48,04
Share of losses of associntes (208) (12,515
Other expenses 10 {(223) (782)
Share of profit of a joint veniure -~ 1,167
Finance costs 11 {5,863} {5,260
(Loss)/profit hefore tax (8,737} 5,892
[ncome tax expense 12 (5,473} (7.821)
Loss for the year from continuing operations 13 (14,232) (1,929)
Discontinued operations
Loss for the year from discontinued opersions 14 (487807} (139.801)
Loss for the year {502,039} (161,730
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME (CON'T)
Fur the vear ended 31 December 2014

Gther comprehensive income:

Htems that may be reclassified 1o profir or loss:
iix¢hange differences on transhating foreign operations

Cther comprehensive income for the year,
net of tax

Total comprehensive income for the year

Loss for the year atiributable to;
Owners of the Company
Non-controlling interests

Total comprehensive income for the year
atfributable te:
Owners ol the Company
Nen-controlling interests

Loss per share (RMDB cents)
From continning and discontinued operations

Busic

Diluted

From continning operations
Basic

Diluted

-3

Nate

2014
RMB'000

(325)

(325)

{302,364)

(503,854)
1,815

{502,039)

{503,868)
1.504

502,364}

(17.63)

(17.63)

2013
RMB'000

(40)

{40}

(161,770

(152,871}
(8.859)

{161,730}

{152,138)
(8.632)

(161,770}

{5.33}

(5.35)

{0.20}

{0.26}
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 Decentber 2014

Non-current assets

Property, plant and eguipmeni
Prepaid land lease payments
Goodwill

Investnrents in associates

Current assels

{pventories

Trade and bills receivables

Amounts due from contract cuslomers
Relention receivables

Prepayments, deposits and other receivables

Amounts due from associates
Prepaid fand lease payments
Pledged bank deposits

Bank and cash balances

Assets of disposal group held tor sale

Current labilities

Trade and other payables

Amounts due to contrict customers
Bank borrowings

Current tax fiubilities

Liabilities directly associated with assets
of disposal group held for sale

Net current assels

Total assets less corrent liabilities

{4

Note

(R L]
—_

22

28
21
29
29

30

214
RMB QU0

202,316
34,21
7.630
99

2
&
P
s
o

168,702
210,106
115,441
1,083
726
8,309
164,002

668,429
411,573

1,080,002

257,023

100,000
2,501

339,526

361,573

721,099

358,903

603,159

2013
RMB GO0

218,853
33,0406
7,630
3.209

262,738

154,200
417,921
547,310
8,362
71,018
1,103
726
9,325
136,900

1,347,005
77,820

424,885

466,392
12,55%
80,000

6,780

34,104

590,835

825,050

1,087,788
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CONSOLIDATED STATEMERT OF FINANCIAL POSITION (CON'T)

At 31 December 2014

Note
Non-current liabilities
Deferred tax liabilities 33
NET ASSETS
Capital and reserves
Share copital 4
Reserves a6

Equity attributable to awners of the Company

Non-coitrolling interests

TOTAL EQUITY

2014
RMB'000

603,159

30.168
518,955

549,123
54,036

603,139

2013
RMB'000

2,692
1,085,096

30,168
1,027,296

1,057,464
27,632

1,085.096
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STATEMENT OF FINANCIAL POSITION

At 31 Decentber 2014

MNon-current assets

Investments in subsidigries

Current assets

Prepayments, deposits and ather receivables

Amounts due from subsidiaries
Bank and cash balances

Current linbilities
Accrued charges

Nel current assets
NET ASSETS
Capital and reserves

Share capital
Reserves

TOTAL EQUITY

16

Note

I~ b2
D e

M

1_’;,.) F_;J
&

2014
RMB OGO

187,567

38
484,234
28,637

512,909

509,553
697,120

30,168
666,952

697,120

2013
RMB'O00

187,567

37
512,794
26,637

339,488

3,272

336,216
723,783

30,168
693,615

723,783
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2014

At] Ly 113

Tuial comptenensivg teaoims ek
changzs in ety foe e year

At December 213

S Jasey 204

Totel compeckensive imowms fof e e

Disposal ol sibwidicrizs e 474

Totil crmprebeasive izveis <51

dengss in egaity o te et

A3 Doceaher Nl

Atributsbl bo omnereof the Larnuny

Sttotery feleined
Statatery pible  istmlery pisfits’ Nea

Shir Shate Swid Copldd swpls welfa segne Dxthang Gaccemehid sinlreling Toldl
apial  pomis fesernit Fsr THEne fend fird  mume Fatats) Toldd  interssts W
RMET KMBIG RMEWA  RMBGM  REETE RUFER RUBVID  RMEWa RUBON RUBGM RYRTW Wk e

Fhsr R S N Xy tXae

Faeahi o Moy et Sann Meera Mo
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the yvear ended 31 December 2014

CASH FLOWS FROM OPERATING ACTIVITIES

(Loss)pralit before tax
Continuing operations
Biscontinued operations

Adjustments for
Allowance for bad and doubtful debts

Allowanee For obsolete and slow-moving inventories

Amortisation of prepald land lease payments
Depreciation of property, plant and equipment
Gain on disposal of subsidiaries

Gain on disposal of associates

Laoss on disposai of a joint veatare
Impairment loss on goodwil

lmpairment loss on investments in associates

Impairment loss on property, plant and equipment

Impairment loss on amounts due
from contract customers

Tmpairment loss on prepayments, deposits and
othar receivables

Finance costs

Iaterest income

Loss on disposal of property, plant and equipment

Obsolete stock wrilten off

Unrecoverable prepayments, deposits and
other receivables written off

Share of losses of assoclates

Share of profit of a joint venture

-8

2014
Nate RMBO00

(8,757)
{482,102)

(490,859)

163,440

7249

726

16,681
37 (2.461)
24 (383)

2013
RMEB 000

5,892

(155,341

{149.449)

117,615
1,743
739
21,250
1,123
8,618
782
24,624

5,466
(11,366)

66

249

12,515
{1,167}
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CONSOLIDATED STATEMENT OF CASH FLOWS (CON'T)
For the year ended 31 December 2014

2014 2013
Nore RMB'000 RMB'000

Operating protfit before working capital changes 3.044 32,810

Increase in invertories (15,330 (69,100)

Increase in wade and bills receivables (72,005) (6,118)

Increase in amounts due [rom condract customers {12,938) (58,7104

Diecrease in retention receivables — 94

(Increase)/decrease in prepayments, deposits and

other receivables (36,598) 18,374

Increase in trade and other payables 123,867 67.531

Tnerease in amounts due to contricl cuslomers 5.683 1,931
Cash generated from/{used in} operaiions 27,322 {13,188)

Interest paid {5,865) (5,466)

Income tax paid {11,813) (9,077
Net cash gencraled from/(used in} operating activilies 9,644 (27,7731)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment {2,539} (4,170)
Addition of prepaid land lease paymenis {1,891} {1,092}
Prepayment for a land lease - {5,843)
Decrease/linerease) in pledged bank deposits 2006 {5,044y
Interest received 1,711 11,366
Repayment of advance to associates 20 526
Disposal ol subsidiaries (net of cush and cash

equivaient disposed of) 37 9,322 —
Disposal of associates 24 3.483 -
Disposal of a joint venure - 9,854
Praceeds from disposal of property,

plant and equipment 180 10
Net cash generated from investing activities 10,554 3,607

-9
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CONSOLIDATED STATEMENT OF CASH FLOWS (CON'T)

For the year ended 31 December 2014

CASH FLOWS FROM FINANCING ACTIVITIES
New bank loans ratsed

Repayment of bank loans

Advance from non-controlling sharcholders

Net cash generated fromf{used in) financing activities

NET INCREASE/ADECREASE) IN CASH
AND CASH EQUIVALENTS

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT | JANUARY
CASH AND CASH EQUIVALENTS AT 31 DECEMBER
ANALYSIS OF CASH AND CASH EQUIVALENTS

Bank and cash balances
Bank and cash balances included in disposal group
held for sale

I-10

2014
RMB0G0

105,000
{83.000)

20,000

40,198

64

161,755

202,017

164,002

38,015

202,017

2013
RMB 000

80,000
{90,000}
21

{9,799}

{31,928)

(309)

193,992

161,755

136,900

24,855

161,755
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

i

GENERAL INFORMATION

The Company was jncorporated in the Caymaw Islands as an cacrapled company with limited lability snd its shares
are listed on the Main Board of The Steck Exchange of Hong Kong Limited (the “Stock Bxchange™), The address of
its registered office is Cricket Square. Hutehins Drive, P.O. Box 2681, Grand Cayman KYI-FITL, Cayman Islands. The
principal place of business in the People’s Republic of China {ihe "PRC™) is No. 8 Section L. Xin Hua Road, Chengdy Cross
Strnits "Technologicat Industry Park, Wenjiang Distsicl. Chengdu Ciy, Sichuan Province, the PRC.

The Company is o investmient holding company. The principal activities of its principal subsidiaries and sssociates are st
out in notes 23 and 24 to the consolidued finaneial stafements respectively.

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANTARDS AND
REQUIREMENTS

In the current year, the Group bas sdopted all the new and revised Hong Kenkg Floaneiat Reporting Smsdards ("HKFRSs™)
issued by the Hong Kong Institme of Cestified Pablic Accountauts (the "HKICPA™) that are relevant to s operations tnd
effective for i accousting year beginning on | January 20E, HKFRSs vomprise Hong Kong Financial Reporting Standards
("HKFRS"y: Hong Kong Accounting Standards (*HKAS™); and Interpretntions.

fu) Application of new and revised HKFRSs

The following standurds huve been adopted by the Group for the Fsst time for the financial year beginning 1 January
304

Amendnents fa HKFRS 10, HKFRS 12 anid HKAS 27, Invespment entitics

The amewdments provide consolidativg refief o those parems wlhich qualify 1o be an investtnt eatity as defined in
the waended HKTFRS [ Investment emities are required tw measure their subsidiaries ut fair vatue through profi
or loss, These smendments do not frave an impact on the Group's consolidated financial statements as the Company
does not qualify to be an investment cosity.

Amierntditent 1o HEAS 36, Recoveralle antount disclosures Jor won-financial avzers

The amendments reduce fhe circumstances in which the revoverable aniount of assels or cash-generaling units is
reguired to ke disclosed, clarify the disclosures required, wnd introduce ap explicil requirement o disclose the
disconnd rale used in determining impairment for reversals) where rfecoversble anount based on [uit value less
costs of disposal i determined wsing o present value technigue. The amendments do not have an impact on the
Group's consolidated Baancial statements as the recoverable amuosats of assets or cush-genenating units huve been
determined on the busis of their value in use,

Aweitdntents teo HRFRS 2 (Anntad Ingprrovements to HEFRSs 2000-2012 Cyele)

This amendment clarifies the defipitions of “vesting condition™ and “market condition™ ard adds definitions
for ~performance condition™ and “serviee conditien™. The amendmens is applicable prospectively te share-
bused payment transactions for which the grant date is oa or afier | July 2014 and had no effect on the Group's
consolidated financial statements,
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th)

{c)

Aupenidarents to RKFRS 3 (Annwal Improvements (o HKFRSs 2000-2012 Cyele

This amendment, epplicable prospectively 1o business combinatiens for which the uequisition daie is on or alter
July 2014, requires any contingent consideration that is chissiied a3 an asser or a lishility (i.e. non-equity) to be
mausused at fair value at ¢ach reporiing date with chunges in fair valué recognised in profil of Ioss, kt hid noe offec
on the Group’s consulidated financial statements.

Anrdmenis o HKFRS 13 {Annuad linprovements w HEFRSy 2000-2012 Cyele)

This amendment 10 the standsrd’s basis for conchisions oply clarifies thai the ahility 1o mesore certain shori-lerm
receivithles and payables on an undiscounted Busis is retained.

New and revised HKFRSs in issue but not yel effective

The Group has not cardy applied new and revised HKIRSs that husve been issued but are not yei effective for
the financial year beginning § Janvary 2014, The directors anticipate that the new and revised HKFRSs wlll be
adopted ir the Group's consolidared financial statements when they becpane effective, The Grovp is ir the process
of assessing, where applicible, the potential effect of all rew and revised HKFRSs that will be effective in fuame
periods bus is not yet in a posiiton to stie whether these new and revised HKPFRSs would have o material impact on
its results of operatioas and financial positien,

HEAS 9.30 requires the endities smalyse the impaet of these new or revised HKFRSs on the corsalidited financiad
stalenteats based on heir specific facts and circunstances and muke appropriate disclosures, ¢.g. describe the

putential impact of te application of the new and revised HKFRSs, if any.

List of New and revised HKFRSs in issue but not yet effective for reference (up lo 3 November 2414)

HKFRS 15 Revenue from Comtravts with Cusromers?

Amendments to HKAS ko Clarification of Accepiable Metbods of Depreciuation amd Amortisation’
and HKAS 38

Amendments to HKAS 77 Equity Method in Scparate Fipanvial Statements®

Amendments 10 HEFRSs Ansnal fimprovements 10 HKERSs 2010-2012 Cyels’

Amendments o HKFRSs Aanual Improvemenls to HKFRSs 261 1-2013 Cyele®

Amendments o HKFRSs Annual Improvements 1o HKFRSs 2012-2014 Cyele?

} Effective for winaal pericds beginning on or after | January 2617, with earlier applivation permined.

: Effevtive for anaual perieds beginning on or after | July 2004, with esclier applicution permitied,

} Effective tor annual periods heghiming on or after | Janudry 2006, with earlier applicalion permitted,

! Effective for annual pesueds beginning on or after | July 2014, with Jimited exceptions. Earller application

s pernetted.
New Hong Kong Companies Ordinance

The requiretiients of Part 9 “Aceounts and Awdit” of the new Hong Kong Companies Ordinance (Cap. 622} come
imto operation us from the Company*s first fnancial year commencing an or after 3 Marel 2044 in aecordanes
with seetion 358 of thit Ordinance. The Group is in the process of making nn assessment of expected impact of the
changes ta the Companies Ordinance or the corselidaied financiud siuements ia the peried of iniial application of
Part 9 of the new Hong Kong Conpantes Ordinance (Cup. 6221 So far it bas concluded that the impact is wnlikely o
he significant.
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SIGNIFICANT ACCOUNTING POLICIES

These consotidated financial statements have been prepured in accordance with alt applicable HKFRSs issued by the
HEKICPA and sccounting principles generaHy sccepred in Hong Kong. These consolidated financiul sistements also comply
witlt the applicsble disclosuse requirements of the Hong Kong Companies Ordinance, which for this irwial year and the
comparmtive pariod continae 10 be thuse of the predecessor Hong Kdng Compunies Grdinanee (Cap. 32). in accordance with
ransitional and saving armngements for Part 9 of the pew Hong Kong Comipanies Ordinance (Cop. 622). “Accenmis aml
Audit™, which are szt out in sections 76 ta 87 of Schedute 11 to thut Ordinance. Thess consolidated Gaancial statements glso
comply with the applicable disclosure provisions of the Rules Governing the Listing of Securitiex on the Siock Exchange,

These copsobidated financial statemients bave been prepared under the bistorical cost convention, as modified [or the
revaluation of fnvestment properties which is carried a1 its Fair value and assets of disposal group held for sule which is
carried at the lower of carrying amownt and Tusir valoe less costs of disposal.

The preparation of financial statentents it conformity with HRFRSs requirgs the use of certain aceounting estimates. Tt
also requires nienapenent to exercise ity judgement in the process of applying the Group’s accounting policies. The arens
involving a higher degree of judgement or complexity. or arens where assumptions and estimates are significant to the
vonsolidited linancial statements are disclosed in nate 4

The significans accounling podicies applied in the preparstion of these Finunclal stitements are se1 out belaw.
) Consalidation

The consolidated finuncial statements include the nancial statements of the Compary and itx subsidiaries made up
W 31 December. Subsidiafes are cutitiex over which the Group has control, The Group conrols an entity when it
is exposed, or has rights, o varishle retums from its involvement with e entity and hos the ability w affect those
retirns through its power over tie entity. The Group his power over an eatity when the Group hus existing righis
that give it the current ubility o direct the relevant activities, f.e. activities that significaally affect the emity’s

Felans.

When assessing coptrol, the Group considers its potential vating rights as well as potential vouing rights held by
wiher parties. A potentinl voting rigly is considesed only if the holder has the practical ability (o exercize (hat right.

Subsidiaries are consolidated from the date on which control is fransferred 1o the Gronp. They are de-consolidated
from the dute the control ceases,

The wxin or loss an the disposal of a subsidiary thit results in u loss of control represents the dilference between ii}
The fair value of the consideration of the sale plus the fuir value of any investmenl resained in that subsidiary sind {83
the Company's share of the net assets of thi subsidiary plus any remaining goodwill and any aceumulived foreign

currency translation reserve reluting to that subsidiary.

Imraproup transactions. balances and unrealised profits are climinated. Unrealised losses are abso eliminated unless
the trapsaction provides evidence of an impairmeat of the asset transterred. Accounting polivies of subsidiarics have
been changed where necessary to ensure consistency with the pelicies adopted by the Group,

Non-controlling imerests represent the equity in sabsidiaries nen auributable, direcly or indirectly, to the Company,
Non-controlling interests are presentad in the vonsobidated statement of finaacial position and consolidated
stutemenl of changes i equity within equity, Non-cuntrolling interests are presented in the consolidated stntement
of profit ar loss and other comprehensive income as wn alocation of prolit or loss sod ol comprelicnsive ioome
for [he yeur between the non-controlling shareliolders and owners of the Compitny,

Trofit ur loss and each componeal of other comprehensive income are atribuied 10 the vwaers af the Company and
to te nun-controlling shareholders even if this results in the non-contraliing interests huving a deficit balance,

=13




APPENDIX | FINANCIAL INFORMATION OF THE GROUP

h}

te)

Clunges ta the Contpany’s ownership iuterest in u substdinry that do not result in a loss of control are sceounted
tor as equity transactions (i.e. transactions with owners in their capaeity as owners). The earrying amounts of
the controlling and noa-congrofling invrests are adjusted 10 reflect the changes in their relative interests in the
subsidinry. Any differcnce hetween the amonnt by which the non-comrobling interests are adjusted and the fuir value
of the considerating paid o1 received s revoguised dircetly in equity and atribwned o the owners of the Company.

In the Company's statermuent of financiul position. the investments in subsidiaries are stated a1 cost less ullowance for
impairment lasses. The resnlts of subsidinries are arcownted for by the Company oa the basis of dividends received

arwd reveivable,
Rusiness combination and goodwiil

The acquisition method & used te accounl for the acquaisition of a subsidiory in a business combinatiin. The
considertion tassterred in & business combimtion is measured o the acqulsition-dite fuir valee of the assets
given, equity instruments issued, liabilities incurred and any contagem consideradon. Acquisitivn-related costs
are recognised us expenses in the periods in which the costs are incusred and the services are received, ldentifiable
assets and Habilities of the subsidiary in the sequisition are measured at their acquisition-date fair values.

Fhe eacess of the sum of the consideration wansferred aver the Company's share of the ner faie valne of ihe
sithsidisry’s identifinbie assels and liabilities is recorded as goodwill. Any excess of the Company’s share of the
pet fair valee of the identifighle wssets and liabilities over the smn of the considerstion jrunsiermed is recognised in
consolidated profit or loss as a gain on bargade purchase which is attributed to the Company.

In u business combimuion schieved in stages, the previously held equity interest in the subsidiaey is remeasurad
at jts aequisition-date fair value and the resulting gain or Joss ts recognised in consoliduted profil or loss, The fair
value is added 0 the sum of the considenstion transferred in 2 business combinution to caleulate the goodwill,

The aop-controlliog interests in the subsidiary arc indially messtred at the non-controlling sharcholders’
proportionie share of e net fair valve of the subsidiary s identifiable assers and liabilities at the acquisition dite,

After initial revognition, goodwill is meusured ot cost less accumulated impuirment losses. For the purpose of
impairment testing, goodwill scquired fa a bosiness combination s allocated o eich of the cash-penerating units
("CGUs") or growps of CGUs that is expecied to herefil from the synergies of the combiamtion. Ench nnit or growp
of upits 1o which the goodwill is allocated represems the lowest level within the Group at which the goodwill is
monitared for internab mansgement purpeses. Goudwill is monitored at the operdling segmeni fevel, Goodwill
impairmem reviews are undertaken urnoally or mase frequenily if events or changes in circumstances indicate
a potential Impairment, The carrying valge of the CGU vontsining the goodwill is compared to its recovershle
amounl, which is the higher of valoe is se and the fair value Jesd costs of disposal. Any impairment is recognised
immediarely as an expesise sud is not subsequenily reversed,

Associales

Associates are ontitics over whivh the Group has significant influcnce. Significant influence s the power to
participate in the financial and operating palicy decisions of ap entity but ks not controf or joint control over those
pokicies, The existence and effect of potentind voting rigits tat are currently exercisable or conventible. including
potential veting rights kebd by other entities, are considersd when assessing whether the Grosp has significant
infuence. Tn assessing whether a potential voting right comribates w significant influence. the holder's intention
and finuneial ability to excreise or convert that fght is not considered.

Investment in an associate is accounted for in the consolidaed financial staements by the equity method wnd is
initially recoynised wi cost, Identifiable assets and Habilities of the associate o an acduisition are messured at their
fuir vatues ar the acquisition date. The excess of the cost of Hie investment over the Group's share of the net fair
value of the associate’s idemifiable assets and liubilities is recorded as gondwill, The goodwill is iwcluded in the
vitrrying aswunt of the investnent and is tested for impairment together with the investment at the end of excl
repering period when there s objective evidence that the favestment is hnpaired, Any exeess of the Group’s share
of the nct Fair value of the identiliable ssscts and liabilities over the cosl of avquisition is recogaised in conselidated

profit or loss,
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The Group's shace of an assoctate’s post-acyuisition profits or losses is reogaised in consolidued profit or loss, wnd
its share of the posi-acquisition movements In reserves is recogaised in the consolidated reserves. The cumulative
post-aequisition movements are adjusted against the carcying amount of the imyvestment. When the Group’s share
of tosses in an associate equals or execeds its imerest in the associote, including any other unseenred reeeivables,
the Growp dees not recognise fuether Tosses. valess it has incurred obligations of made payments on behall of e
asseciate. T (e nssoviale subsequently reports profits, the Group resumes recopnising Hs share of thuse profits oaly
after iis share of the profits equals the shitre of losses pot recognised.

The gain or fuss on the dispuse) of an associate that resulis in o loss of significant infiuence represents the
difference between (i) the Jsir value of the consideration of the safe plus e fair vilue of any investment retained
in thit associate and (i) the Group's enlire carmying amount of that associate (incloding goodwiil) and any related
accnmalated foreign vurrency translation resecve. If an investment i an gssociate becones an investment in s juint
venuitre, the Group continues to apply the equity method and does sot redeasure the reained interest.

Unrealised profits on trensuetions between the Group and jis assockates ore eliminated to the extent of the Group's
intercsts in the ussoctates. Unrealised losses are alse eliminated unless the wansaction provides evidence of an
impairment of the asset transferred. Accounting policies of associates have been changed where accessary (o ensure
consisteney with the policies adopted by the Group.

Joinl arrangements

A joinl umangement is an arrangement of which two or more puriies have joim cowtrol. Joim conirl is the
contractnally agreed sharing of contol of an araagement, which exists only. when declsions aboat the refevant
activities require the unenimous consent of the parties sharing contrel. Relevanl activities are activities that
significandly affect the returns of the amangemen. When assessing joint control, the Growp considers its palemial
viring rghts as well as potentiad voting rights held by other panties. A potential voting right is considerzd only iT the
holder has the practical ability to exercise that right.

A joint arrangement is cither a joint operation oF o joisl ventare, A jeint operation is 4 joing arrangement wherehy
the parties that bave joint coutrol of the arrangemens have rights 10 the assets, and obligativns for the fabilities,
relating to the arrangement. A joint ventere is a joial wrrangemein whereby the parties that have juing comirel of the
acrapgement have rights 10 the net assets of the arrangement.

In relativn W its kiterest in o joiat operation, the Group mecogwises in s censolidmed financial statements in
accordance with the HKFRSs applicable to the pariculur assets, fiabilities, revenues and expenses: ils assels,
including its share of any assels hefd jointly: its liabilities. including its share of any Habilities incurred jointly: its
revenug from the sile of its share of the putput arising from the jolnl opeyaticn; its share of the revenue from the
sale of the outpat by the joint operation; and ity expenses, inchuding ity share of any expeases incurred jointly.

Investment in & joint venture is secounted for in the consolidazed Onancial stateaments by ke equity method and is
Tsitially recopnised at cost. [dentiffable sssets and fiabilities of the joint venture in an acquisition are measured 4l
their fair values at the acquisition date. The excess of the cost of the investment over the Group's share of the net
fair value of the joint venwre's ideniifiable assets and liabilities is recorded as goodwill, The gondwill is included in
the carrying amount of 1he investment and is tested for hmpeirment togetier with the fnvesument at the end of each
reporting period when there is vbjective evidenee that the investment is impaired. Any excess of the Group’s share
of the net fair value of e idemifiable assets and liabiities over the cost of acquisition is recognised in consolidated

prafit or loss.

The Group's shire of a joist venturs’s past-acquisition profits or losses is recagrisad in consolidated profit or
loss, and its share of the post-ucquisiion movements i reserves i recognised inthe consolidsted reserves, The
cumulative post-nquisition movements are adjusted against the carrying wmount of the investment. When the
Group's share of losses in u joinl vesfure equals or exceeds its imterest in the joint venture, including any other
unsegured peceivables, the Group does nut recognise Tusther fosses, unless it hus ineurred obligations or made
puyimgnts on bebalf of ile joint venture, 1T (he joind veolere sabseguemtly repons profivs, the Group resumes
recognising its share of (hose profits paly afier its share of the profils equsks the share of losses ot reeognised.
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The pain or loss on the disposal of a joint venture that results i 2 Joss of joint comrol represems the difference
beeween (D) the fair value of the consideration of the sale plus the fair value of any investment setained in that
joint venture and (1) the Group's cative carrying amount of that joint venture {including goodwilly and mny related
accumuthited exchiauge resecve. H oan investment in o joind venture becomes i investment in an asseciate, the Graup
continues to apply 1he equity method and dees not remedsore the retained interesi.

Lhirgalised profits o transactions between the Group and its joint venwrres are eliminated t the extent of the
Cronp's interests in the joint ventures, Unrealised losses are abeo elimimsted uwnless the transaction provides
evidence of an mpairment of the asset transterred, Arcounting policies of joint ventutes have been changed where
necessury o ensure consistency with the policies adupted by the Group.

Fureign curreocy (rensketfon
i} Functiona! ard presenfalion cursency

leems included in the fmancial starements of each of the Groep™s entities are measured using the currency
of the primary ecosomis envirenmen in which the entity operales (the “functional cerrency™h The
consolidated financist statewents are presented in Renmindi (*RMB™)L which is the Company’s presentation
currency and the functional currency of the principal operating subsidtaries of the Group.

(i} Transactions and balapees in cach caiiey's fivancial statemenss

Trunsuctjons in foreign currencies are ranslated into the functivnal cerrency on initist recognition using
the exchange Tates prevailing on the transaction dutes. Monetary ussets ond liabilities in foreign currencies
are ransfated at the exchange rates @ te end of each reporting period, Guins and losses resalting from this
translation policy dre recognised in profit or loss.

Nonwnetary items that are measared at fakr value o foreipn currencies wre transhied using the exchange
rates af the dutes whea the fais values wre determined,

When a gain or loss on a pon-monctary tem is recopnised in other compechensive income, any exchange
companent of that gain or lnss s recognised in other compreheasive incoms, Wher a gain or loss on a apn-
mongiary Hem is recognised in profit or loss, any exchange componenl of thal gain or Joss is recognised in
profit or loss.

] Transtarion on vonusolidation

The results gnd Arancial position of al] the Group entities that have a furctional currency different from the
Compuny’s presentutive cerrency sre tronsiated inte the Company s presentadion currency as fofows:

- Assets and lkabilities for cach stiement of finaneial position presented are translated al tie closing
rate ai the date of shat statement of financial position;

- income apd expenses are translated i average exchinge raes for the period {untess this average is
nol a reasorahle approximation of e camulative effect of the sates prevailing on the transaction
dates, in which case income and expenses are wranslated at the exchange rutes on the transaction
dates): and

- All resufting exchunge differences are recognised in other comprehensive incatne ind sceemulared

in the exchange reserve.

Opn consolidation. exchange differences arising from the trimslation of monetary tenus that fora pan of
the net investmeni in foreigo entities and of homrowings are recognised in other compreliensive income
and acesmulated in the exchange reserve, When u foreign operation is sold, such exchange differoisees are
rectassilied to consolidated profit or loss as part of the gain or foss on disposal,

Geodwill and fair value adjusiments artsing on the acquisition of o foreipn entity are treated as assels and
liabilities of 1he Corcign entity aud transled an vhe closing sate,
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Property, plani and eguipment

Property. plant and equipment including beildings held for use in the production o supply of goods or services, or
for administrative purposes are stawed in the consolidated stoteaent of fimuncial positine at cost, less subsequent
sccumulated depreciation and subsequent aceumulated tnpaimient kosses., il any.

Subsequent costs are included in the asset's carmying amounl or recognised G5 a-separate dsset, as appropriate, oniy
when it is probable that future economic benefils ussociated with the tem will flow 1o the Group and the cost of the
item can be measured reliably. All other repuirs and maintenance are recognisad i profit or foss during the period in
which they are incurred.

Depreciutien of property, plan and eguipment is coleulated @ rates sufficient fo write ofl their cost less their
residiat vatues over the estimated vseful Jives on a straigin-line basis, The principal uxefn] livesfannual rates are as

follows:

Baildings Over the wrm of dhe lease or 20 - 30 years
Prant and equipment 0% - 33%:

Taoliog and mnulds 0% - 0%

Farmiture and fixtuzes 10% - 33%

Computers 205 - 33

Mator vehicles 10% - 5%

Leasehold mprovemenis Qver e shorter of the term of the fease or 20%

The residusl vulues, usefuf lives and depreciation methods are reviewed and adjusted, i appropriaie, at the end of
each reporting period.

Construction in progress represents buildings under constroction and plant and equipment peading instuliation, and

is stuted at cost less hspairment losses, Depreciation begins when the releviu assets are available for s

The galn or loss on disposal of property, plant and equipment is the diffetence briween the aet sales praceeds and
the carrying amouit of the relevant asset, and is revogaised in profit or loss.

Investment properiies

Tnivestment propertics are land andfor buildings held 1o camn rentats gndfer for capital appreciation. An investment
preperty s measured initisty at s cost including all direct costs apributahbe to the propery.

Alter initial recognition, e investment property is stated 8 ity fair value. Gains or losses arsing rom changes in
fair value of the investment property are recognised in profit or losy for the period in which they arise,

1 an item of property, plam awrd equipment becomes sh invesunent property becuuse its use has changed, any
difference between the carrvine amount and the fair value of this item a1 the date of wranster is recognised @ 2

revaluation of properiy. plany and equipment,

The gain or loss on disposal of an investment property bs the difference between the net sules proceeds and the
carrying amount of the properiy. and is recognised in profit or loss.
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Leascs

The Gronp oy lessee

(i) Opérating leases
Leases that de noi substantially teansfer to tire Geoup all the risks and rewards of ownership of assets are
accennted For as operating leases. Leawe payments (net of any inventives received from the lessor) are
recognised as 4n expense on A straight-hne basis over the lease term.

The Gronp as lessor

i Operating leases
Leases that do not sebstantially transfor 10 the tessees @l the risks and rewacds of ownership of assels are
secounted for as operating leases. Reatal income [rom operating leases is recognised un a straight-tine basis
aver the term of the reicvant ledse.

Resenrehi und development expenditure

Expenditure on research activities is recognised as an expense in the periad in which it is incurred. An interaally

generpted intangible asset is recognised only i alf of the following conditions are met:

- An asset is created that van be idestified:

- 1t is probubie that the asset ereated wili generate future economic benefTis; and

- The development cost of the asset can be measwred reliahly,

Dovelopment costs capitatised inchude tilor-made softwire For the provision of online advertising services and
costs for developiag néw models of vertain fire prevention and Fighiing equipment that wre inernalty penerated
intangible assets and are stated a1 cost less acceumulated amortisation and impairment lesses, Amorlisation is
calculated op a straight-line busis over their estimated usefu! lives of § years. Where no internally generated
intangible usset can be recognised, develnpment expenditire is recognised in profit or loss in the peried in which it
is incurred,

Tnvenlories

Inventories are stated st the Jower of cost and net realisable value. Cost is determined using the weighied average
busiz, The cost of fnished goods amd work in progress comprises raw materials, direct labaur and an appropriate
praportion of all production overlead expenditure. and where uppropriate, subcontracting charges. Net restlisable
vajue is the estmated selling price in the ordinary couese of business, less the extimated costs of conpletion and the
estimated costs pecessary 10 make the sale.

Installatien contracts
When the outcoms of an installation contract can be estimuied reliably, conimel costs wre recognised as an expense

by reference to the stage of completion of the veniract al the end of the reperting periad. When it is probable tha
is recognised as an expense immedistedy.

otnl contract costs will exceed totyl contract revenue, the expected loss
When the outcome of wn installation contruct cannot he estimated reliabiy, contract cosis are recognised as an
expense In the period in which they ure incwred. The accounting policy for comtract revenue is stuted in (1) below,

Installation contracts in progress at (e end of the reportiag period are recorded at the mmount of costs ncerred ploy
recognised profits less rechgnised losses und progress billings, wnd are preseated i the consolidated susement of
finmneial pesition s “Amounis doe irem cotitreel custoiness™. When propress billings exceed costs ncuwrred plus
recopnised protfits less recognised losses, the surplus is recorded in the consalidaied siatement of Nnunciul position
ws “Amoaiits dug 1o contract customers”. Progress billings not yet paid by the customer are included in 1he statenient
of financial position under “Trade and bills receivables™, Amoums reeived before the relared work is perfornied arc
inciuded in the statement of financial position under “Frade and other payables™.
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Recognition and derecognition of financial instruments

Figrancial assets and finaseial linbilities are recognised in the spatement of finaucial position when the Group
Beeonics o pasty to the contractual provisions of the instruments.

Finaocial assets are derecognised when the contractual rights 1o receive cash flows from the assets expire; the
Groap iransizes substamially all the risks and rewards of ownership of ihe assets: or the Group neither fransfers
por retains substamtially all the fisks and rewards of ownership of the assets bui has not relained control on the
wssers. On derecogpition ol a financial asset, the ditferenve between the asset’s carrying amount snd the sum uf the
consideration received and the cumulative gain or foss that had been recognised in other comprehensive income is
recogrised in profit or Joss,

Financial lHabilities are derecognised when the obfigation specified in the relevani contract is discharged, canceiled
or expires. The difference between the carrying amount of the financial lisbility derecognised und the consideration
patid i recognised in profit or loss.

‘I'rade, bills and oiher veceivables

Trade. bills and other receivables (including retention receivables and amounts dug from associstes) aré aon-
derivative financial assets with fixed or deserminable payments that are not quoled in an active market and vre
recagnised initially a1 fair value and subsequently measured @ umontised cost using the effective interest method,
fess allmwance lor impitiemens. An allowsnee for impairment of trade, bills and other receivables is estublishad when
there s objective evidence Lhat the Group will net be able 1o collect all umounts due avcording W 1he original terms
of receivables. The wnount of the wlluwanee is the dilference bevween the receivables” carrying amount and the
present value of estimated future cash Bows, discounted a1 the elfective jnterast rate computed w initial recognition,
The amount of the ablowasce is recognised in proft or Foss,

Impairment losses are reversed in subsequent periods and recopnised in profil or loss when an increase in the
receivables’ recoverable mmount can be related objectively to an event occurring after the impainnenl was
recognised, subject to the restriction that the carrying amount of e reccivables a the date the impairment s
reversed shall net exceed what the amostised cost would have been hud the impainpent nol been recognised.

Non-current assets held [or sale and discontinued operations

Non-curreal assets or disposal groups are elassified as held for sabe if their carrying amount will be recovered
prineipally shrongh a sale tronsaction rather than through continuing use, This comdition is regarded as met only -
when the sale is highly probuble and the asset or disposal group is available Tor immediate sale in ity present
coadition. The Grotp must be commilted o the sale, which should be expected o qualily for recognition us a
completed sale within one yeur from the date of classification,

Non-curreat assets ur disposal groups classified as beld for sule are measured at the Jower of the asset’s or disposal
proup's previons carrying amesnt and fuir value less costs to sell

A discontinued vperation is a component of the Group and shat cither las been disposed of, o is classitied as held
for sale. 1.e. the operatinds and cash flows of which cun be clearly distingnished (rom the rest of the Group which
represents a separale major Hne of business or geographical area of operations, or is parl of a single co-ordinated
plan o dispase of 3 separate major line of business or geopeaphical area of operations. or is a subsidiory acquired

exclusively with a view 1o resale.

Classilication as a discominued operation occurs upon disposal or when the component meesis the criteria o be
clussified as held Tor sale in aecordance with HKFRS 3, i1 earlier. Tt also occurs when the componest is abandoned
o5 o be abandorted.
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When ag operation is classified as discontinned, a single amount is presented in the statement of profit or loss and
other compreliensive {ncame, which comprises:

- The post-1ax profit or loss of the discoutinped vperation; and

- The post-tax gatn of loss recognised on the messurement o fuir value less costs 1o sell, or on the disposal,
of the assels or disposal group constitating the discontinued oparation.

Cash snd eash eguivalents

For the purpose of the statement of cash flows, cash and cash eyuivalents yepresent cash ot bank and on hand,
demand deposits with hanks and other finascizel institutions, wnd shari-lerm highly liguid investments which sre
readily convertible fnto known amousts of caslt und subject te an insignificas risk of change in value, Bunk
overdrafts which are tepayable on demand and form an iategral pard of the Group's cash management are also
included as a component of eash and cash equivalents.

Finnneial tinbilities and equity instruments

Financiat liabilities and equity instruments are classified according 10 1he substance of the contractual arrangements
eniered ini and the definitions of o finimeial Hability and an equity instrument under HKFRSs. An equity
instrument is any contruct thal evidences & residunl interest in the assets of the Group after deducting all of i
Liahilities. The accoumting podicies adopted fur specific fnancial lisbilities and equity nstruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of fensaction costs incurced, and subsequently wieasured u
amortised ¢ost using the effeclive biterest method.

Borrowings are classified as cocrent liabitisies uoless the Group has an unconditionad ripht to defer settlement of the
fiability for at Juast 12 months after the repartiog peried,

Trade and siher payables

‘Frade and other payables are stated injually s their fafr value and subsequently measured amortised cast using
the effective interest method untess the effevt of discounting would be immuterial, in which case they are stated o
cost.

Equity instrumends

Equity instruments issued by the Company are reconded at the proceeds received, net of direct issue costs,

Hevenne recopnition

Revenue is measured at the fair value of the considesation received or reccivable and is recognised when il is
probable that the eeonomic bepelits will flow (o the Group snd the amosnt of revenue can be meastirad reliably.

Revenues from the safes of goods are tecogrised on the transfer of significant risks and rewards ol ownership.
which generally coincides with the time when the goods wre defivered and the title has passed 1o the customers,

Service income is recognised when the services are rendered,
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tu)

(v)

tncome trom guest house and food and beverage services is recogaised when the setevant services are provided.
interost income is recognised on a time-progostion basis using the cffective interest method.

When thé awtcome of &n installation contract can be estimated reliably, reveaws from a fixed price instullation
contiuct is recognised using the percentage of completion method, measurcd by reference t the peresnlage of
congact costs incurred o dite to the estimated otal contract costs for the cemtract, When the oulcome of an
instatlation contract cannot be estimated retiably, revenue is regoguised only to the exten of contruct eos1s incored
that ix probable W be revoverabls.

Renlat incame is recogaised on a stnlight-line basis over the legse termi,
Employee benefits
{é) Empoyee teave catitlémenty

Implayee entitlemenis to annual leave and Jong service feave are secopnised when they accrue {o
employees, A provision is made for the estimated lability for annval leave and long service leave as a sesuht
of services rendered by employees up 1w she end of the reporting period,

Einployee entitlements 1o sick feave and materaity leave are not vecognised until the time of keave.
{ii} Penxio abligations

The Group comributes to defined comribution retirement schemes which wre availuble to sl employees.
Contributions 0 the schemes by the Group and enployees are valedlated s o percentuye of employeey”
biisic salardes. The relicement benelil schente cost charged o profit or loss represents contributions puyable

by the Group 1o the funds.
[#) Ternpiination benefits

Terminuion heneftis are recogrised m the earlier of the dates when the Group can no longer withdraw
the offer of those benefits and when the Group recogaises restricturing costs and involves the paymemt of
termiaation benefiis.

Borrowing costs

Borrowing costs direetly attributable to the acquisition. construction or production of yualifying assets, which are
ussers that necessarily take a substantial perfod of Gme to get ready for their intended use o sale, are copitalised
as pagt of the cost of those assets, watil such ime as the assets we substantially resdy Tor their imended wse or
sale. Investment income earncd on the temporary iivestment of specific borrowings pending sheir expenditure on
qualitylng assets is deducted from the borrowing costs eligible for capitalisation.

T the extent that furds are borrowed gencrally and wsed for the perpose of obtaining a qualilvieg assel, the amount
of brrrowing costs eligible for capitulisution is determined by applying @ capitalisation rate to (he expenditures on
thal asset. The capilalisation rate is the weighted average of the bomowing cosis applicable to the horrowings of the
Group that are owtsinnding during the period. ather than borrowings nrade spevcifically for the purpose of obtsining »
gualifying asset.

All other borrowing costs sre recognised in profit or Ioss in the period in which they are incurred,
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(w}

(x}

Taxation
Income 1ax represeats the sum of the curreat 1ax and deferred tax.

“The tax curremtly payable is based an wxable profit for the year, Taxable profis differs from profil recognised in
profit or less becauss of jtems of income or expense that sre 1axable or deductible in other years, and items That are
never taxabie or deductible. The Ciroup's linbility for curreni tax is caleolated using 1% rates that have heen endcted
or substantively enacted by the and of the reporting period.

Deferred tax is recognised on differances between the carrying amounts of sxsets amd Jiabilities in the financiy)
statements and the cormesponding tax bitses used in the computution of taxable profit. Deferred tax linbifities are
genzrally recognised for ali taxable tempurary differences and deferred tan ussels ure recogmised o the exient that il
is probable thal taxable profits will be available agatast which dedactible temporary differeaces, unised pux losses
oF naused tax credits can be utilised. Suell assets and Habilities are not recognised if the temporary difference arses
from goodwill or froay the initial recognitive (other thar iy 3 business combination) of other assers wd liabilities in
& transaction tiae affects neither die wrable prefit nor the accounting profi,

Deferred tax [iabilities @re recognised for taxable temporary differences arising on invesimenis in subsidiaries
and associates, and interests in joint arrangements, except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary differencé wilt ant reverse in the foreseeable future.

The varrying smoumt of deferred tax assels is reviewed at the and of sach reporiing peviod und redhuced W the extent
thal il §s ao longer probable that sufficieat taxuble profits will be available 1o allow ail e part of the assel o be

recavered.

Deferred lax is caleuluted at the iy ratds that are expected to apply in the period when the Hability is senled
or the asset is renlised, based on tax rates that bave been enucted or substantively enacted by the end of the
reporting perfod. Deferred tox is recognized in profit or lwss, escept when it relates w0 items recognised in
other comprehensive income or direetly e equity, in which cuse the deferred tax is alse recognised i other
comprehensive income or dizectly in equity.

The measurement of deferred 1ax assels and Habilities rejlects the tax conseguences that would follow from the
maner in which the Group expects, at the end of the reparling perind, 1o recover or setile the carrying amount of is
assets and Yabilities,

For the purposes of measuring deferred tax for investmens properties thit are measured wsing the fuir vaiue madel.
the varrying amounts of such properties are presumed to be revoversd through sale, unless the prestnplion is
rebusted, The presumption is rebutied wlen the investmant propenty is depreciable and is held within a business
model of the Group whnse husiness objective iy 1o consume substuntislly wll of the economic benefils embodied
in the investment properiy over thue, eather thin tuowgh sale. I e presumption 3s rebutied, deferred tax for soch
invesunent properties are measured based on the expeeted manner as 1o low the properties will be recovered.

Deferred tax assets and Habitities are offset when tiere is a lepally eaforceable right to set off current ax asseis
against current 1ax Hobilities and when they relate to income taxes levied by the same taxution awthority and the
Growp intends to setibe s curreat tax assets and lishilities on a net busis,

Related pariies

A related party is o person of entity that is related o the Group.

(A} A person or a close member of 1hat person’s family is related to ihe Group if that persor:
{i} has conteol or joint control vver the Group:
(i1} has sigiificant influence aver the Group: or

(iii} ts & member of the key management personnel of the Company or of u pareat of e Company.
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(y)

(z3

(B) Ax entity it related to the Geoup i any of the following conditions applies:
{i1 The emity and the Company are members of the same group (which means ihat cach parent,

subsidiary and fellow subsidiary is feluted to the ofhess),

{ii) Oue entity is an asseciate or joint venture of the other entity {or ad associate or joint venture of
member of & group of which the uther eatity s o member).

{iii) Both entities are joint vennwres of the same thind pary.
fiv} Ope endity is a join venture of o third entity and the otker entity is an associate of the third entity.
) The entity is a post-emplayment benefit plun for the Bepefit of employees of either the Group or an

entity selated o the Group.
(vit  The eotity is controlled or jointty conrolled by a person identified in (A).

vin A person idemiified in (ANQ) Bas significant influgnce over the emity or is & member of the key
mansagement personnel of the entity (or of a parent of the entity ).

Lmpairment of asseis

At the end of cach repotiing periad, the Group reviews the carrying amoonts of §#s ussets — except gondwill,
jnvestments in assuchies, investment properifes, inveatortes ond receivables, of which the impairmient policies
are set oud i notes 30b3, Mel e Miy and 3m) respeciively, w determine whether there is any indication thit
those assets have suffered an impairment loss. If any such indication esists, the recoverable amount of the asset
is estimaled in order to delepmine the extent of any impairment Toss. Where B is not possible o estimate the
recoverable amount of g individual assel, the Group estimates the recoverable wnount of e cash-generating anit

ta which the asset belongs.

Recoverable amount is the higher of fair valuc less costs of dispesal and value in use. In assessing value in use, the
estimated Peture cash [lows are discounted w (heir present valug using a pre-iax discount rate that reflects curvent
market assessments of the time value of money and the risks specific to the assel,

If the recoverble nooum of @n assel or cash-generating unit is estimated to be less than its carrying amount. the
carrying amount of the nssci oF cash-generating unit is reduced o its recoverable amount. An impairment loss is
recognised immediately in profic or loss.

Where an impairment loss subsequently reverses, the carrying amount of dhe dssed or cush-generating Gait is
increased o the revised estimate of its recoversble amount, but se that the increased varrying amount does
not exceed the carrving amouvst thit would bave been determined {ner of amoaiswion or depreciativon} had 1o
impalsmient loss been recognised for the assct ar casl-generating unit Iy prior years, A reversal of an impairment
toss is recognised immediately to profit or loss.

Provisiens nad contingent liubilities

Provisions are recogaised for lishilities of uncerain timing or smmount when the Grovp has a present fegsl o
constructive obligation arising as a resubt of @ past event, it is probable that an aulflow of economic henelits will
be required 1o serile the obligation and a reliable estimale can be made. Where 1he time value of muoney is material,
provisions are stated at the present valoe of the expenditures expected to settle the obligation.

Where it is nat probable that an outflow of economic benefits will be required, or the amunt cannot be estimaied
reliably, the obligation is disclosed av # contingent fiability, wuless the prohubility of ouiflow is remote. Possible
ubligations, whose existence will only be confirmed by e occurence oF non-oecarrence of one of mere e
cvems are also diselosed as contingent liabilitics unless the probuability of sutflow s remote.
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{sa)  Evenls afler the reporting period

Events affer the reporting peried that provide sddifona) information sbowt the Group's position ac the end of the
reporting period or those that indicate the going concesn assumption is wot appropristo are adjusting eveats and are
reflected in the financial statemenis. Lvenis aftee the reporting period it ave pot adjusting events are disclosed in
the notes o the Hinanclal siatements when material.

CRITICAL JUDGEMENTS AND KEY ESTIMATES
Critical judgement in applying seceunting policies

In the process of applying the accounting policies. the direciors bave made the foluwing jodgement that has e mest
signifiemnt effect on the amounts recognised in the consoliduted fmancial sistements,

Lepal titles of vertaia fand and buildings

As stated in notes 2 and 21 to the conselidated Nnancial statements. the Group is in the process of applying for the property
fights certificates and the land use rights cenificates in respect of certain leasehold land und buildings. Despite the fact that
the Group has not obiained all the televant tegul titles, the dircctors determined o recognise those bulldings and prepaid
land lease payments s property, plame and equipment and prepaid land kase payments, respectively. ot the grounds that the
Group is in substance contrelling those kind and buildings,

Key sonrees of cstimation uncertaioty

The key assumplions concerning the fulure und other key sources of estimation uncerainty gt the end of the repurting period
thai have a significant risk ol catising a material adfustment to the carrying areunts of assets and labilides within the next
financial year, are disetssed below,

fui) Fraperty, plant and equippent and depreciation

The Growp determines the estimated wseful lives, residual valees and related depreciation charges {or the Group’s
preperty, plant apd equipment. This estimte is based on the historical experience of the actual useful fives
and restdual vatues of property, plant and equipment of similar wirtvre and functions, The Qrosp wilk revise the
depreciation charge where useful lives and residual values are different 1o thase previously estimated. or it will
write-ofT or write-down technically obsolete or non-stratepic sssels thas have been abandoned.

The carying ameunt of properiy. plant and eguipment as s 31 December 2044 was RMB202,316000 (2013:
RMB2I8.853,000).

{h) Profit recegnition of installadon contracts

The Group recognises revenwe on installation coatracts by reference ta the stage of completion of she individual
contract activity when the owicome of an installation coniract can be estbnmed refiably.

The totaf budgeted contsaet cost of each installution contract is estimated by the management. The Group regularly
reviews and revises the budget with refecemee to the progress and anticipated margin of sach individest installation
contract. Stage of completion is then measured by the proparion il coatract costs incwrred for work performed
to date compure to the estimated total contract costs, In certain circumstances, \he percentage of completion is also
supported by 1 certificate from the guantify surveyors or cstomers.

For applying the percentsge ot completinn method, the Group needs tu estimate the gross profit meargin of
eneh installution contrct, which §s determined hased on the eslimated tolal instaflation contraet costs and total
instatlation contraet sum. During the year, RMB3I90.08 1,000 (2013; RMBA2LEEE000) of revenue from instullation
CORMPACES Wis recopnised.
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fc)

(s}

fe}

i

fnpdirment of goodwili

Determining whethar goodwill is impaired requises an estimation of e value in use of e cash-peserating unit
which goodwill has been allacuted. The value in use caloulition requires the Group o esthnate the fotre cash fRows
expeeted 0 arise from the cash-generating wnit and a suitable discount rate in order caleniate the preseat vaiue,
The carrying amount of goudwill at the end of the reporting period was RMB7,630,000 ifier an impainment loss of
RMB37. 718000 which was avenmitlited over the years, Detnils of the mpairment loss assessment are disclosed in
nnte 22 to the consoliduted financial statements,

tmpairment loss for had and donbtful debts

The Group makes impairment loss for bud aad doubife) debrs bused on assessments of the recoverability of the
teade and other receivables, including the eurront creditworthiness and the past coltection history ol esch debtor,
Impairment arises where events or changes in cieepmstances indivate that the balinces waly oot be collectibie. The
jdentification of bud und doubtful debis requires the use of jedgement and estimates. Wiere the actual result is
diffesent from the origingl estimate, sveh diffasence will impact the carrying value of the wrade and other receivables
aitd doubiful debs expenses in the yeur in which such estimsare has been changed.

As at 3} December 2014, impairment loss for bad and doubtful debts amewnied 1o RMBI17.585.000 (2013:
RMB 289 646,006 have been made.

Alloswance fur ahsolere and siow-meving inventaries

Alfowance for slow-moving inventories is made based on the aging and estimated aet realisuble value of
inventories, The nssessment of the allowance amount involves judgement and estimates. Where the aciu] outcome
tn Tuture is dilferent from the original estimate, such difference wilk impact the carcying value of invemtories and
allowance chargefwrite-back in the period in which spch estimate hay been changed.

As at 31 Decembrer 2014, atlowanees for obsolete and slow-moving inventorics amounted 10 RMB2,Y57,000 (2013
RMBAZ2L000) have beea mude,

Dicome roies

The Group §s subject To income tuxes in several jusisdiciions, Significant estinwtes are requined in determining the
provision for ircome tixes. There are many fransaclions and caleulations for which the ultipnde sy determinntion is
uneertain ditring the ordimary cobrse of business, Where the Tmal tex outeome of these matters is different from the
amoungs thit were initiolly recorded, such differences will impact 1he income tax und deferred tax provisions in the
period in which such determination s made. During the year, RMB3A75.000 (2013 RMB7.821.000) of income tas
was charged 1o profit or Joss based on the estimated profit from continuing operidions.

FINANCIAL RISK MANAGEMENT

The Group's activities cxpose it to a variety of financial ris

foreign curreney risk. crodit risk. liquidity risk and interest

rate visk. The Group's overall risk management programme focuses on the unpredicability of financial markets and seeks w

mininise potential adverso effects on the Group's {inancial performance,

ta)

Foreign currency tisk

The Group is exposed to currency risk primartty through sales and purchiuses which give rise to receivables,
piiyables aml cush balances st are devominated in o loreign carmency, Le. o currency other than the functionut

cuency of the operations lo which the transyctions relte.
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The carrying amousis of the Group's foreign currestcy denominated monctary asseis pmd monerary liabilities at 31
December 2014 and 31 December 203 are as follows:

Group Exposere to foreign currencies
004 2013
United Hong United Hong
States Kong Siates Kong
dollars Euro dollary dallars Euro dollurs
RME OO0 RMEBOUOG  RMBOUG  RME'G00 RMBO) JEAT8B 000
Trade and other receivables — s - - - -
Pledged hank deposits and
hank andd cush halunces 8,773 ENEYS 8,301 4,770 9,681 14.605
Trafle and other payablex - - - {6} (219) -
8.773 8,730 %501 4,764 9,462 14,605
Company Exposure 1o fureign currencies
2014 2013
United Hong Uniled Hany
States Kong Seales Kaong
doliars Euro dollars dollars Euro dollars
RMB'OUG  RMB OO0  RMBOGOD  RMEBOUO0  RMB'UDO RMBO00
Baak snd cash balances EAHES 8,730 7.145 13,276

The Group currently dues nol have a foreign currency hedging policy in respect of foreign eurrency Lrapsnctions,

assors and liabilities. The Grosp monitors Bs foreign curreney exposure closely and will consider hedging

sipnificant Forcign currency exposure shountd the need arise.

The folewing fable details the Group's sensitivity 1o & reasonably possible change of 5% in exchange rae of

cach Forcign currency against RMB white all ather vartables wre hield consiant, The sensitivity analysis inchides
only milstanding foreign ewrency depominsted monctary Hems at the end of the reporting perind and adjusts their
transhution at each end of the reporting perind for a 3% change in foreign currency rates,

{Decreaseincrease in loss wnd
other comprehensive income for the yéar

— if RMB weakens against foreign currencies

Hong Konyg dollars ("HKD™}
United States dotars (“USD™)
Euvro *EUR™)

— if RMB strenathens aguinst foreign cumrencies

HKD
LUsnH
EUR

2014
RAM B 060

(423)
439
437

425
430
437

3
RMB 000

(730)
(238)
{473}

130
238
473

In the managemeant’s opinion. the seasitivily analysis is unrepresentative of the inherent foreign exchange risk os the

yeur end sxposure docs not refleet the expusure during the year.
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ib)

{c}

Credil risk

The carrying amoutit of the erade nad bilis receivables. retention receivables, deposits and other seceivables.
amows due from associates, bank and cash balances and pledged Pank deposits included in the staement of
Tinancial pusition represents the Group's maximum exposure to credit tisk in relazion (o the Group's tinunciad assels.
In order to minimise credit risk, credit limiss and credit werms granted to costomers should be approved by delegated
officers and follow-up action s tsken to recover overdue debts, In addition, (he ditectors review the recoverahle
amouit of cach individual trade debt regulurly to ensure that adeguate impairment losses are made for imecoverable
amowins. [n this ek, (he dircctors consider that the Group's credit visk is significantly reduced,

The eredit risk on bank and cash balances is limited because 1he counterparties are bunks with high credit-ratings

assigned by internaional credil-rating wrencies,

The Gronp fas o significint concentrations of credit risk on trade and bifls receivables, retestion receivables and
other receivables with exposure spread over & niinber of counterparties and customers,

Liquidity risk

The CGroup's pelicy is o repularly monitor current and expected liquidity requirements to ensure that it mainiaing
sufficient reserves of cash 1o meet s liguidity reguirements in the shon and lobger term,

The masurily analysis of the Group's financial liabilities which are based on contraciual andiscounted cash (lows
(including interest payments computed using contractual rtes, or, i Qoating. based on current rates at the end of the

reporting period) is as folows:

Less than

L year

RAMBO0G
Group
Al 31 Decembier 2004
Trude payables 84,442
Accried charges 43,665
Value added tax. sules tax and other levies 1,002
Bask horrowings 130,000
A1 31 December 2013
Trade payables 132,006
Accrzed chargey 292,694
Value added tax, sales tax and other levies 25153
Bank borrowings s0.000
Compuny
At 31 December 2614
Accrued charges 3356
At 31 December 2013
Acerued charges 3.272
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{d) Inferest rate risk

The Group's cash flow imerest rawe risk refates primerily (o vadable-rate bank harowiags. The Group curreardy
does not have policy on cash flow hedees of interest rate risk. However, management maniloss imerest rite
exposure and witl consider hedging significant interest rae sisk should the neod arise.

The Group's sensisivity 1o imterest rate risk has been determinsd based o the exposyre to interest rales for the
varjable-riute haak borrowines al the end of the reposting period and the reasonably possible change taking place al
the heginning of each vesr and held constant throughout the respective yeur.

2044 2013
Reasonehly possibie change in interast rate 3 basis 30 basis
poins poings
RAIB 000 RME'00
Increasc/{decrease} in loss and
other vomprehensive income for He yesr
- us o result of inerease in interest rule 440 3858
— as a result of decrease in interes] rate (BRI (355)
) Categories of linancial instruments
2014 2013
RAMEB OO0 RMB0G)
Fitanclal assefs
Loans and receivables (includiag cash and eash equivalents) 422,724 634,198
Financial lisbilities
Binaneial liabilities ul amortised eost 231,109 AU 853

{n Falr values

The carrying amounts of the Group's financinl nssets and financial liabifties as reflected in the consolidated
statement ol financial position approximaie their respeetive fair values,
6. FAIR YALUE MEASUREMENTS
Eair value is the price that would be reecived to sell an asset or paid 1o transfer a lisbility in an erderly transaction between
market participants o the measursment date. The following disclosures of fair value measurements nse & fair vatue hizrarchy

that categosises into three levels the inpuis to valuation technigues used w0 measure tair value:

Level 1 inputs: guoted prices {anadfusted) in active markets for idemical asseis o Habilities that the Group can access the
measwremaent date,

Level 2 inputst inpris other than qooted prices included within level | that are ohservable far 1he asset or lizbility, cither
dircetly or indirectly.

Level 3 inpats: unobservable inputs for the asset or liability.

The Groug's policy is lo recopnise tansters fate and transiers out of any of {he theee Jevels as ol the date of the event or
chamge in circumsiances that caused the trapster.
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{a) Disclosares of ievel in fair value hiersrvely af 31 December 2014:
Fair value
measnrements using:
20104 2013
Level 3 Level 3
Degeription RMEB 000 RMEB O
Reeurring fair valoe measurements:
Investmeni properiies
Commercial - PRC ~ 38,700

In accordance with HEFRS 3, investment properties with a fair value of RMB3S, 700,000 classified as assets of
dispesal eroup held for sale was stated at faiv value, The directors estimated the eosts of sale was immaterial.

The highest and best use of the Group's investmens properties classified as assets of disposal group held for sale
differed from its use it the tme because i was part of the Group's restruciure plan 1o dispose of ceniuin assets of the

CGiroup,
ih) Reconciliation of assets menasured at fair valoe hased on level 3;

2014
Investimend properties
under disposal group
held for sule
RMB 00U

Descriplion
Al 1 Jamuaey g o
Disposal (or the yesr (38,700}
Al 31 December -
T
2013
Itvestment properties
R0 000

Descriplion
Al Januasy 38.700
Stuted at fair value upor ransfer 1o disposal groep held For sale (38,701
Al 31 December -
TR
(4] Disclosure of valuation process wsed by the Growp wnd valuation techajques und inpuis used in fair value

mensurements al 31 December 2043:

The Grodp's fimance manager is responsible for the Tuis value measurements of asxets und liabililles required for
finuacial reporting purposes. The finune mamager cepurts direetdy to the Board of Directors for these fuir value
measurements, Diseussions of yaluation process and resibts are held between the Gnance manager wnd the Board of
DHrectors at least 1wice & year.

For level 3 fair value measurements. the Group will normally engage externad valuation experts with the secognisod

professinnal gualifications and recent experience o peeform the valuations,
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7.

Level 3 fair valbe measureiments

Effect
on fafr value
for increase Falr valae
Deseription Valnation technique Unobservahle inpats af inpts I
KAt MO0
Iirsestment properiies Market comparable spproach  Prive per square matre 874 Iperease 38,700

During the two years, there were no changes in the valuation techiigues used.
TURNOVER

Turaover from continuing operations represcats the sgeregate of the sale proveeds of goods sold and the income from
2 op sreg g
provision of online advenising serviees during the year less discounts and sales related tix, An analysis is as follows:

2014 2013
RATR 00 RMB GG
Sales of goads 49 24y 392,591
Provision of onlire advertising services - Hi
419,249 39260t
—
OTHER INCOME

14 013
RA1000 KA RGN

Conlinsing operations
Intedest income 1,423 i1.029
Rental invome 490 486
Gain on disposal of associates frate 24) 383 -
Suedry tncome 2,080 1,538
4,578 13,1153

SEGMENT ENFORMATION
The Group has lwo npersling segments as follows:

- produetion and ssbe of Tire engines: and
- prochiction and ssbe of fire prevention and fighting equipnent.

The Group's operating segments are strategic business units that offer different producis and services, They are managed
separately because tach business requires differcnt production techniques and marketing strategizs.

‘The Group disposed of the entire equity interests il held in the subsidiares enguged in trading of fire engines and
firefighting and rescue equipment and operation af i guest house during the year. Besiles, the Group will cease lo enguze
in the provision of instaliation and maintepance of fire prevemion amd fighting systems services upon completion of the
Disposal of 4 group of sebsidiarfes pursvant to e Disposal agreement entersd into in Febraary 2015 The aperations
concermed have been classified as discontinued operations (note 14} for presentation in the consolidated fnancial statements
lusr the current year and did nol constitute repurtable segments,




The Grous's other operatine seymellt refers o e provision of onlise advertising services which does not meet any of the
3 p £ sy F g

quaniitative thresholds for dewennining a reportable segment. The information of this other business unit is inchuded in the

“Others™ column,
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The accounting policies of the operating segrments are the swpe as thosé described in e 3 1o the financial stements,
Sepment profits or losses do nol inclode interest income, unallucated corporate expeases, gain on dispusal of dssocintes,

impairment loss on investments in associves. share of losses of associates, share of profit of a joial veature. income 1ax
expense and finance costs. Segment assels do ol include investments in associates. amounis due from associstes, pledged
bark deposits, bank and cash bulunces and unullocated ather receivables. Segment Habilites du nat include current tax
linbilities. bank borrowings and unallocated other payables, Assets of the disposal group held for sale und the diabilities
divecily assaciated with assets of disposal group held for sale are ulse separately disclosed.

The Group aceounts Tor intersegment sales and sransfers as if the sales or transfers wete o third purties, Le. al errrent

markel prices,

Informativn alut reportable segment profit or foss, assets and Habilitfes from continuving operatiens:

Production
and sale
Production of fire
untd sale proveation
of fire  and lighting
enigines equipment Oihers  Elimination Taotal
RAB GO0 RMB 600 RATH (0 RMB 000 RMB'O00
Fur the year ended 31 December 2614
TURKOVYER
Externa] sales 345033 P08 194 - - 449,249
Feter-sepment sales - 13,832 - (13,832)
Totat 341035 122.026 - (13,432 444,249
RESULTS
Segment profit/(koss) 1624 4,635 (15 15,269
Interest incoae 1,425
Gain ou disposal o assoviates 383
Unatlogited corporate expenses (1$,96F)
Share of losses of ussociates (208}
Finance costs {5.805)
Loss before 1 (8,757)
Income fax expense {5.473)
L.oss for the yewr from contintng operations (14,230
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At 31 December 2014

ASSETS
Segment assets

Invesiments in associales
Amounts due (rom associstes
Pledged bank deposits

Bunk and cash balancey
Unallocated other receivahbles

Assets of disposul group held for sule

LIABILITIES
Segment Habilities

Current iax Hzbilities
Bunk bomowings
Unaltogsed atiier payables

Eiubitities directly associated with
assety of disposal group held For sale

OTHER INFORMATION
Additions to non-currens assets
Allowanceflreversal ol allowance)
for bad and doubiful debis
Alfowance for obisolete and
slow moving inventories
Diepreciation and amostisation
Impairment loss on property.
platit and eguipment
Impairment loss g prepaysients.
depmsits and other receivables
Loss on disposal of property.
plani and equipment
Obsolete stock written off
Unreeoverable prepayments, deposits
wnil other receivables written off

Produetion
and sale
Production of fire
wnd sale prevention
of fire  and fighting
enghous equipment Others
EALRC 00 RMI OO0 RMB OO
578,800 12014 -
196,949 46,820 Y
LAY 2,589 -
297 {83) -
139 - -
12,533 4,474 17
128 -
. a5 -
{] 5 —
- a0 —

- 2400

Elimin;ttion
RATL G0

Total
RATH OO

697,823

49
1.083
8,369

164,002
41,309

912,685
411,573

1,324,258
——

pLEREH

2,501
LLO00
L3009

359,526
365573

721,099

S —

33520
134

729
17,044

1l
100

2,400
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Production

and sale
Productinn of fire
and sale prevention
of fire  and fighting
engines equipment Cthers Elimination Total
RAB 000 HNH O RATR 000 RAHE 000 RMB 006G
For the yenr ended 31 December 2013
TURNOVER
Exiernal sales 273,876 FI8,714 ] - 392,604
Inter-segment Sakes - 5,671 - 15,671 -
Total X73.876 127.386 1 {&.671) 392,601
RESULTS
Segment profil/tloss) F3.83% 9,108 {154} FLIGR
laterest inconme 11,029
Tipairment lass on invesiments
in ussocimes (782)
Unallocated corporate expenses (10,5349)
Share of losses ol associates (82,515
Share of profit of a joim venture 1167
Fingnee costs 15,2600
Profit hefoee tax 5,892
Ineome G expense (7,820
Loss for the year from vontiaving eperntions (1.929)
—
Al 31 Precemlyer 2013
ASSETS
Segment assels 488914 [37,792 - 639,706
Investmenis iy ussoeiates 3.208
Amounts due from associates 1,103
Pledged bank depasiix 9,325
Bunk and cash halunces 116,993
Unallociated other receivitbles 10,378
780,714
Assets of disposal group held for safe 77,820
Assets reluting to discontinucd operations §29,089
1GR7.623
——
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Praduciion
and sale
Production of fire
and sale prevention
of fire  and fighting
engines eyuipment Qtlrers  Eliminatien Total
RALR GO RMB OO0 RAIR OO0 RALRO00 R OUG
LIABILITIES
Segment labilities 132,538 36,175 150 178,960
Current tax liabilties A 50
Bank borrowings K0.000
Unailocated other payables 3,315
267.437
Liabilities directly associated with
assels of disposad group held for safe ROA I
Liahilities refating (o discontinued
nperations 3,986
602,527
T —
OTHER INFORMATION
Adiditions (o non-curreni assets 504 3,994 - 4393
tReversul of wllinvanceVallowanee for
bad and dopbiful debrs {1430 {2,708} | {4 140)
Deprecimsion and amortisation HR 5.166 21 16,993
Loss on disposal of property.
plant and equipment Ih - 23 kR
_———
Gengraphical informatiun:
Revenue Non-current ussets
2014 2413 2014 P )
RMBa0D RME 00D, RAMB it RAME 06}
PRC J44, 249 KEERIH 244,240 262,10
Others - 16 32
440,249 w2004 244,256 262,738

In presenting the geographical information, revenue is based on the lovations of the custmers.
Revepue [rom major vusiomers:

Nune of the customers conteibiied more than 10% of the Gronp’s totl revenue for both 2614 and 2013,
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(FFHER EXPENSES

2014 013
BB 1000 RMEB'O000)
Continging operations
Impairmemt foss on invesiments in asseclates - 7R3
tmpairmant foss on propedy. plant amd eguipmem 128 -
tmpairment toss on prepayments, depusits and other receivables 93 -
n3 782
FINARCE COS1S8
2014 2013
RMB 000 RMB 000G
Continuing operations
Interest vp bank berrowings wholly repayable within five years 3,865 5.260
INCOME TAX EXPENSE
Income tits refating (o continuing opermtions has been recognised in profit ot loss as tollows:
2014 2013
RMEB'000 RALE 000
Current tus — PRC Enterprise Income Tax
Provision for the yea 5.518 7.7135
(Qver)yunder-provision in prior years (43) 46
5475 7.82%

No provision for Hong Kong Profits Tas his been made for 2014 and 2013 as the relevant group entities had no assessable

prolits for both years.

Income tax on profits arising in the PRC has been provided based on the prevailing tox rates sppicable 10 the respeetive

aroug enlities.

In accordance with the enterprise tcome tas laws in the PRC, the staimtory tax rate for PRC aperations is 23% from |
January 2008, However, cortaln subsidiarics of the Group are qualified s High apd New Techoology Enterprises antl ave
entitled to reduction in the PROC statutory ircome tax rae. The relevant tax rates for the subsidiaries of the Group in the PRC

range from 15% 10 25% (2N 3: 13% o 25%).
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The reconciliation between the income 1ax expense and {loss Kprofit before tax at applicable tax rates is as foliows:

2014 2013
RAR GO0 RAE'O00
(Lossyprofit before tax {from continuing operxions) (8,757} 3892
‘Tak a1 the PRC Eaterprise lncome Tax e of 25% (2013 234 (2,18% 1473
Tux effect of income that is not texable (308) (276)
Fax etfect of expenses that are ot dedactible 284 486
Tax effect of temporsry ditferences nol recognised 6,480 3.966
Tax effect of share of mesulls ol assockutes and 2 joint venture 52 2,837
Tax effect ateributable 0 Gy roneessions {3.68T) (3.4603)
Tax eifect of wx losses not recoynised 4,436 1.921
Tax effect of wtilisation of G losses not previously recognised (1 -
{Over)funder-provision in prior years (3] 86
Effeel of different tax rates of subsidiarics 6 403
Income tax expense (refating to contining operations) 5,473 7,821

13, LOSS FOR THE YEAR FROM CONTINUING OPERATIONS

The Group™s lass for the year from continuing opetations i staled after chargingflerediting) the following:

2044 2043
RMB 000 RAIB 000
Allowance/treversal of allowance) for bad and doubtiul debis 214 (4. 1461
Altowance for obsolete and slow moving inventorics 70 -
Amontisation of prepaid land lease payments 126 726
Auditor's remuncration 1,395 1,386
Cost of ipventuries sabd fnote (i) 374,300 320,790
Drepreciation of property. plant and equipment 16,318 16,267
Gain e disposal of associates frate 24} {583 -
Impairment loss on jovestments i assoctates (incleded in other expenses) -~ 782
Imprairment loss oo property, plant snd equipment
(included in other expenses) 128 -
Lmipairment toss on propayments, deposits sud
other receivibies (included i other expensest us -
Lusy on disposal of a joial venture 1123
l.oss on disposal of property, plant and equipment 1 39
Net lorzign exchange loss 86 1,285
Obsolete stock writken off 101 -
Operating lease charges in respect of rented premises 622 RN
Resiarch and development expenditure fnote (7)) 16,606 17922
Unrecoverable prepayments. deposits and
other regeivables written off 2,060 -
Staff costs including directors’ emolaments
Salaries, bonuses wad allowances 38,7948 3R.A402
Retirensent benelil schame contributions 84197 6,06
47.293 41518
Nutes: (i) Cust of inventories sold ncludes staff costs, depreciation of property, plant and equipnient, amortisation

of prepaid land lease paymests and operating lease charges of approximately RMB34M6.000 (2013
EMB33,043.000) which nre also iscluded in the amounts disclosed separately above.

(it} Research and development expenditure inclides staff costs and deprecintion of property, plant and
equipment of approximately RMB3 233000 (2013; RMB3.518.000) which are also included in the amounts
disclosed separately above.

36
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I4.

DISCONTINUED OPERATIONS

During the year. the Group has completed the disposal of the entire equity imerests it held in the tollowing three
sibsiciurics:

- Tung Shing Trade development Company Limited which was eagaged in the trading of lire engines and firefighting
aml rescae equipments

- Cheagdu Allied Best Hotel Co.. Lad. which was engaged in the operation of a guest house; and

- Fujian Asesn United Aguatic Products ivestment Management Co,, E1d. which was engaged in the production und
sibe of lre prevention and fighting equipment.

On 27 February 2015, the Gronp entered into the Dispesat agreement to dispose of 3 group of subsidiaries {as disclosed in
note 431, Pursuent fo the Disposal ayreement. the Group has conditionally agreed to sell, and the purchaser has agreed to
purcliise, the entire equity interests In the following subsidisries, which are maisly engaged in the provision of instatlation
and maintenance of fire prevention and fighting systems services,

- Loyal Asset lnvestments Holdings Limited ("Loyal Asset™

- Fuzhou Wanyou Fire Equipment Co.. Lid. (“Fuzhow Wanyou™);

- wanyou Fire Engineering Company Limited {*Wanyou Engineering™): and
- Chusnxiao Fire Engineering Company Limited ("Chianxiso Enginesring”}

The Oroup will ¢ease 1o provide the msiallation and maintenance services upon completion of the Disposal. The assets wned
liabilities of the subsiliaries to be dispesed of Tuve been classified as held Tor disposal at end of the yeur (as disclosed in
note 30).

As the disposaf of the above subsidiaries, whether completed sleeady or to he carried out, constinne o discontinvanes of
major lines of business, the profit or Joss of the respective subsidiaries have been classified as discontinued operations and

disclosed sepacately as follows:

2044 2813

RAION0 RALE OG0
Laoss for the year from discontiined operations:
Turaover ) 397,579 da1,211
Cast of services (376.628) {424,392}
Grass profit 201951 10819
Other income 3854 1899
SeHing and distribution costs — {2,502}
Administrtive expenses (171,672 {143,309y
Dileer expenses (337.235) (33,240}
Finance eosty - {2046}
Lesss before tax (482,102 (155341
Income tax expense {3.705) {4,460}
Loss For the yeur Fron discontinued vperaions {487.80°) (159,801}
Lass Tor the year from discontinued operations attributable ta:
Owners of the Compaay ' (487.97%) {145,363)
Nem-controlling inlerests 172 (84,435

(H87.807} {139,801)
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lncluded in the wraover and loss for the year from discontinued operations were mover and loss generated by the
installution and mgimenance businesses amoanted fo RMB397,579.000 (2013 RMB4A26.212,000 and RMB4%2.024.000
(200 3: RMB 124.946.000) respectively.

2044 2013
RAMEOUG RMB'00D
Loss for the year from discontinued operations inclade the following:
Allowanee for bad and doubiiel debiy 163.226 121,761
Allownnee for ubsolete amt slow moving inventories - 1,745
Amortisation of prepaid land lease payments - 1}
Caosts of inventories sahl - 11,623
Deprecialion & property. plam and equipment 363 4,983
Gain on disposal of subsidiaries (rofe 37} (2,461 —
Byparirment loss on amuounts due from contraet customers 32,322 -
tapaizment loss on prepayments. deposits and sther receivables 21877 =
tmpairment loss on goodwill 8,618
fmpairment loss on property, plant and equipment 1,036 24,024
Loss on disposal of propesty, plaat and equipment 46 27
Net Foretgn exchange loss/(gein) 4 (t1,172)
Obsolete stock writien off - 249
Operating lease charges in respect of renied premises H3 2,652
Stafl cosls including direetors’ emolusnents
Salaries, bonuses snd atlowances 3,134 4,864
Retirement benelit scheme contsibutions 968 166
4107 6,024
Cush Nows from disconiinued operutions:
Net cash outflows froms operating achvities {931) (11,493}
Met cash fomtflows¥inilows fram investing achvities {9,114 23,42¢
Net cash iaflows from finuncing wetivities - 204
Met cash (omflows)inflows (10443) 12,829

1-38
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16.

DIRECTORS® EMOLUMENTS

The emwoluments of each director were as follows:

i) Hgd
Retiremint Retiemial
teachil henefit
Sateries and Piscretisnars sehime Salaries sad Disredionan scheme
Fees ether birelits honiss earlribatioes Tutad Frix ather benefits bonis - cueldibulian Total
RUR i EMA [AIREE Rligox RYE'® EiEY ittt Risi fialfighe Rig'e
e it Al (i)
Execatine it
M fupg Niong - 11#% - - LI - Lim - L
Mr. Fang Qi - 53 B - w8 - w - - iy
A Wy Ble Fene 41 Hi - kil i M3 B 4 431
M Weeg N Xia M3 W 13 b 14 1 I B
My, Hu Yong 143 U] ) By 14 157 1 13
Ms, Thang B Yon inate by - i% 3 | 144
bR G t L 36 b - 0 L
Inikpendem soa-rtesuice direcion
Dr. Leke Yo 3 - 143 13 - 143
Mr. Henz J2 Wi Wi - - - H, 5 - - 14
s, Sun Gas Li 3 - - H 4 - - - 144
i - - in i - - - 19
5H 295 - ] i Wi i - Kl 131
Frumrsssrsme S e B s
Notes: (a) The diseretionary bonus is determined on the basis of performance of the Group but in any evemt the

diseretionary bonis for all executive directors shull nit exceed 05 of the sudited consolidated net profit

afier 195 and nos-contralling interests.

(b} M. Zhang Hai Yun resigned on 17 December 20003,

During the veur, ne emoluments were paid by the Group to any of the ditectors as an inducement to join or upon joining the
Group ur s comnpensation for loss of office and there wis o arnngement under which a divector waived or agreed 1o wiaive

any emeslumnents (20132 Nil).

EMPLOYEES' EMOLUMENTS

The five highest peid individuals in the Group during the year included three (2003 three) directors, whose emoloments are
included in the note 13 to the financial statemenis above. Fhe emotuments of the remainiag two (2013: two) individuals are

set oud below:

Salwries and ather enefis

Retirement henelli scheme contributions

2084 2013
RAME QN RALB OGO
£.B19 1,806

27 29

£.846 1.835
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Tle emvluments tell within the following bands:

Number of individuals

214 2013

Nil to HEDT,000.000 {aprivalent to RMBROE3O0) | |
HKD000.000 10 HKDL500,000

(equivalent to RMBYOL3H 10 RMI 1205950 ! 1

3 2

Daring the year, a0 emoluments were pald by the Group to any of the highest paid individuals as an inducenent o join or
upon joining the Group or 45 compensation for fuss of effice (2013: Nil).

LOSS FOR THE YEAR ATTRIBUTABLE TO OVWNERS OF THE COMPANY

The toss for the year atiribuiable 1 vwners of the Company included  loss of approximately RMB26.663.000 (201
RMBS,805.000) which hax been dealt with in the finuncial statements of the Company.

DIVIDENDS

The directoes do not recotnmend the payment of any dividend for the year ended 31 December 2004 (2013: Nily,
LOSS PER SHARE

Thé calcuution of the busic and diluted loss pes shire is based on the following:

From confinuing and
discontinued operslinng

2014 2013

RAMEB 000 RMB OGO

Loss For the year atribuiable o owners of the Company 303,854 132,871
Ryt i)

Weighled average number of ordinary shares 2855.000 2,855,000

There were no difulive potential ordinary shares in relation fo the share options for both years endad 31 December 2014 and
M3, Al tie share aptions issusd have been expired dusing 2004, For 2013, the sverage market price of e shares of the
Commparty was lower than the exercise price of the share options.

From continuing From disconlimed
aperafions operations
2014 2413 24 2013
RMB 00G RME oo RMB 00 RAB'00G
Loss for the year attsibutable
wr owners of the Company 13,873 1508 487,979 145,363

The welghted yverage number of ordinary shures used as denominators in caleukaing the basic sod dilsted loss per shire are
the sane. The basic and diluged bess per share from disvontinued operations Tor 2014 are RMB17.09 cents (2013 RMB5.0Y

cents),

-0
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0. PROPERTY, PLANT AND EQUIPMENT

Grosp
Plant and Toaling  Furaiture Motor  Lemsehold Conefruction
Duildings  +ymipment  and moubds  and fistures  Compaters vefifclesimprovemests  in progress Tolat
PMRAGW  RMEWO O RMBUD  RMETR RMBUGY  RMEWR  RMEOK  RMEW0)  RMBOM

e
Ac | Jannary 2043 2425 RENE]] 36,410 L 133 7 137 2l 120,619
Adifitions 1858 Ul - fl 8 3 i) - LRV
Teansfer (0 fisposat group

hihd For sake 119830 {36.362) (3 Xy {3203 1285 118 {1415m - HIER
Dispusals - i - {74 1141) 16601 - - 110136)

AL3L Deecrmbior 2013 and

| Justsary 2014 67377 21487 - 2363 2AT1 Y350 1409 76 .34
Addilions - HH - 44 1 1864 - - 158
Reelassification B - - 276 - - - 276 -
Disposils - - - K] EH 173%) . B 1744
At H December 2L WL BE - 1% 0 14,481 LI - o134

Acenmabaded depreclation
and imspairaent

A Juteary 2013 R I 36270 1433 1.248 TR 34 - 46,234
Charge for the yeat 13407 pIU - 44 7 [ 1403 - i
Imprairment doss 11374 113 - m 1} 3 9214 - MM
Transfer 1 disposal group

hietd for sale (W84 [RER] 520 517} (24N {1.634) 1113 - {10A 560
Disposals - in - {184} ti7h (6143 - - {96

A3 Deventber 2003

ik § Fansngy 2014 LSS w11 - 1518 1250 3416 [aN - £3.488
Charge for the vear 13,368 1432 - 39 N3 i 95 - 16.681
Dapaizment loss - Il - Rt 2 Liad 02 - Llnd
Dispioiais - - - i ] {345 - - N1
At 3 Decomber 2014 218 mn - 1,559 1441 T3 EAD - 03,820
Careydng anou
At 31 December 2014 187,04 10169 - L ] kXl 4 - 02,318
ALY Desembee 2013 0047 11976 - LW? 827 3933 b 70 HAM

At 31 December 2044, the Gromp was i the process of applying for the property rights certificates in respect of buildings
with carrying amounl off RMBET.573,000 (2013: RMBY3.839.000).
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PREPAID LAND LEASE PAYMENTS

The Group's prepaid laad lease payments represent paymeats for faund use righis cerrificates in the PRC under mredinm-tenn

leases.

Al 31 December 2014, the Graup was in 1he process of applying for the Jand use rights certificates in respeet of Jand Jeases
with earrying amount of RMB2E.381.000 (2083 RMB21.867.000

GOONWILL,
Group
RATE 000
Cost
At ] Fanuary 2083, 31 December 2013, 1 January 2014 and
It December 2014 45,348
Accurmulated impairnient josses
A1 ] January 2043 29,100
impairment Joss recogaised in 2013 8.608
Al 31 December 2013, | Japuary 2084 and 31 Decamber 2014 31718
Crrrying amount
At 31 Pecember 2014 1,030
——————
At 31 Decewber 2003 7,630}
P

For the purpose of impatement testing, goodwill s been allocuted W the following cash-geacrating unit {"CGUY). The
carrying amount of goodwill (net of nccumulued impairment lossesy as at 31 Decentber 2004 and 2013 is atfocated as

fallows:
2014 2013
RAFR O RMB000
Production and sale of fire eagines 7,630 17030

The recoverable amow of the above CGU has been determined on the basis of its value i use caleudations using discounted
ensh NMow metkod. The cash flow projections was busad en financial hudpens upproved by management covering i five-yeur
period, and discount rates at 13% (013 [35%). The cash flows boyond thal five-year perivd have Been extrapolated using a
stemly aunpal growdi rale at |% (2083 19, This growih rate is bised an the forecasts of the relevant industriey and does
not exceed their average long-term growth rare, Other key assumptions for the vulue in use cafculations ineluded budgeted
sales and gross margins and dwir refoted cash inflows and owtfTows patterns, estimated bused on the CGUs historieal
perfurmisnce snd mapzgement’s expectution of the market development. Mapagernent beheves thut any reasonably possible
change in any of these assumptions would not cause the revoverable amount of CGU to il hefow s carrying amosrs,

During 1he year 2013, the Group reassessed the recoverable umount of the gondwill and determined thit impairment on
pandwilf associaed with 1k production and sale of fire pravention aad fighting equipment were required. i was related W a
subsidiary engaged o the production and sale of emergency Hghtings and fire sfarnz systosms. The aperition of the subsidiary
f1ad becn stopped and was nut expecied 10 be resumed.

142
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23, INVESTMENTS IN SUBSIDIARILS

Company
2014 23
RM R GO0 RATE 000
Unlisted invesinmenss.  cost 187,567 187,567

Theé amuunts due from subsidiaries are nasecured, interest-free and have no fxed teems of repayment, except for the amoum
due from 2 subsidiary with an cutstasding balance of RMB22,717000 o 31 De¢ember 2013 which was charged for an
interest it 6.68% per moium, This subsidiary hiad bees disposed of in 2014

Particutars of the principal subsidiaries as at 31 December 2014 are as follows:

Percentage of
ownershij inferest

Place of Issueed and atirthulable Principa
Namneflype of legal entity incarparation paid ap capitat {o the Compuny activities
Waag Sing Technolosy British Virgin 1984339 L0t Tnvesiment holding
Limited/Timited Jiability Istands ardinary slars {noie {i))
compiy of LSD1 each
Allied Best Holdings British Virsin | erdinary 1405 fnvestment haldsng
Liniited/lmited Lkability Isiands share of USD)
company
R OPR BRI PRC Registered capitd of LN Preduction and sale
HR i FER [FLA00,00 of fire preveniion
Allizd Best (Chinz) Fire Sufety and Tighting
Appliances Manufaciveing equipment
Co, Ltd fwholly
forelgn-owned enterprise
A LR A A pRE Registered vapital of 100 Provisiun of fise
Clusannine Fire Engincering RMB3 1000080 jrevention and
Company Linted/lindied fighting syslem
tability enterprise installation services
and maimenance
SEFVIRES
P il B AR R PRC Regiswered eapital of 15 Production s
HRLT HED20.000.000 sute of fise
Fazhou Wanyou Fire prevention and
Equipment Co., Lul/ lighing equipment
wholly Toreign-owiied
ehierprse
Loyal Asset birvestmen Oritish Virgin | wrdinary 100G Investnrent Liolding
Haoldings Limited/ Islanddy share of USD1
Himitei HabHigy company
PN G By e PRC Registered capital of T3 Praditction and sate
RS RMBa0.ALI00 of fire engines and
Sichwan Morit Fire Safety fire prevention and
Appliances Co., Lid, firhting squipment

{*Sichm Moty
sino-fureign equity
Jjoint venlure



