THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt about this circular or as to the action you should take, you should consult your stockbroker, bank
manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your Shares in Renhe Commercial Holdings Company Limited, you should at once
hand this circular together with the accompanying form of proxy to the purchaser or transferee or to the bank, stockbroker
or other agent through whom the sale or transfer was effected for transmission to the purchaser or transferee.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the
contents of this circular, make no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

This circular is for information purposes only and does not constitute an invitation or offer to acquire, purchase or
subscribe for the securities of the Company.
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(1) VERY SUBSTANTIAL ACQUISITION AND
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THE CONVERSION SHARES;

AND
(4) NOTICE OF EGM
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A letter from the Board is set out on pages 10 to 38 of this circular. A letter from the Independent Board Committee
containing its recommendations to the Independent Shareholders is set out on pages 39 to 40 of this circular. A letter from
Grand Moore, the independent financial adviser, containing its advice and opinion to the Independent Board Committee
and the Shareholders is set out on pages 41 to 81 of this circular.

A notice convening the EGM to be held at 3:00 p.m., on Friday, 20 July 2018, at Tianshan & Lushan Room, Level 5,
Island Shangri-La. Hong Kong, Pacific Place, Supreme Court Road, Central, Hong Kong is set out on pages EGM-1 to
EGM-2 of this circular. Whether or not you are able to attend the EGM, you are requested to complete the enclosed form
of proxy in accordance with the instructions printed thereon and return it to the Company’s branch share registrar and
transfer office in Hong Kong, Computershare Hong Kong Investor Services Limited at 17M Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong, as soon as possible but in any event not less than 48 hours before the time
appointed for holding the EGM or any adjournment thereof. Completion and return of the form of proxy will not preclude
you from attending and voting in person at the EGM or any adjournment thereof should you so wish.

*  For identification purposes only
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DEFINITIONS

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

have the following meanings:

“Acquisition Agreements”

“Acquisitions”

“Announcement’’

““associate(s)”
“Board”

“Business Day”

“BVI”

“Company”

“connected person(s)”
“Controlling Shareholder”

“Convertible Bond”

“Conversion Price”

“Conversion Shares”

“Dai Family Group”

“Director(s)”

the Hada Acquisition Agreement and the Hangzhou
Acquisition Agreement

the Hada Acquisition and the Hangzhou Acquisition

the announcement of the Company dated 5 June 2018 in
relation to, among other things, to the Acquisitions and the
Rights Issue

has the meaning ascribed to it under the Listing Rules
the board of Directors

a day (other than a Saturday or a Sunday, any public
holiday in Hong Kong or a day on which a tropical cyclone
warning signal No. 8 or above or a black rainstorm warning
signal is hoisted in Hong Kong at any time between 9:00
a.m. and 4:00 p.m.) on which banks generally are open for
business in Hong Kong

the British Virgin Islands

Renhe Commercial Holdings Company Limited (Stock
Code: 1387), a company incorporated in the Cayman
Islands with limited liability, the shares of which is listed
on the Stock Exchange

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

the unsecured HKS$ settled convertible bond for the
principal amount of HK$6,506,024,217 to be issued by the
Company in favour of New Amuse, with terms and
conditions set out under the paragraph headed “Letter from
the Board — B. The Acquisitions — (I) The Hada
Acquisition — Principal Terms of the Convertible Bond”
of this circular

the initial conversion price of HK$0.163 per Conversion
Share, subject to customary adjustments

new Shares to be issued upon conversion of the Convertible
Bond

Mr. Dai and his associates (including Super Brilliant, Gloss
Season, Wealthy Aim, Ms. Zhang and New Amuse)

the director(s) of the Company



DEFINITIONS

“EBITDA”

“EGM”

“Enlarged Group”

29

“Framework Lease Agreement

“Gloss Season”

“Group”

“Hada Acquisition™

“Hada Acquisition Agreement”

“Hada Completion”

2

“Hada Completion Date

“Hada Consideration”

“Hada Group™

“Hada Target Company”

earnings before interest, taxes, depreciation and
amortization in accordance with International Financial
Reporting Standards or other applicable financial reporting
standard as agreed by the parties to the Hada Acquisition

the extraordinary general meeting of the Company to be
convened on or about 20 July 2018 at which, among others,
the Acquisitions and transactions contemplated thereunder
together with the terms of the Hada Acquisition Agreement
(including the Convertible Bond and the proposed grant of
the Specific Mandate) and the Hangzhou Acquisition
Agreement, will be considered, and if thought fit, approved
by the Independent Shareholders

the Group as enlarged by the Hada Target Group and the
Hangzhou Target Group upon completion of the
Acquisitions

the framework lease agreement entered into between the
New Amuse (as lessor) and Yield Smart (as lessee) dated 9
June 2015 which took effect on 27 July 2015

Gloss Season Limited, a company incorporated in the BVI
and holds 122,400,000 Shares, representing approximately
0.28% of the total issued Shares of the Company, as at the
date of this circular

the Company and its subsidiaries from time to time

the acquisition of the entire issued share capital of the Hada
Target Company pursuant to the terms and conditions of the
Hada Acquisition Agreement

the sale and purchase agreement dated 5 June 2018 entered
into between Yield Smart, the Company and New Amuse in
respect of the Hada Acquisition

the completion of the Hada Acquisition

the date of Hada Completion

the consideration of RMBS5.4 billion for the Hada
Acquisition under the Hada Acquisition Agreement, which

will be settled by the issuance of the Convertible Bond

the PRC Operating Companies and the Hada Target Group
referred in Appendix VII to this circular

United Progress Group Limited, a company incorporated in
the BVI which is wholly-owned by New Amuse
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“Hada Target Group”

“Hangzhou Acquisition”

“Hangzhou Acquisition

Agreement”

“Hangzhou Changhai”

“Hangzhou Completion”
“Hangzhou Completion Date”

“Hangzhou Consideration”

“Hangzhou Dili”

“Hangzhou Fruit-products”

“Hangzhou Fruit-wholesale”

“Hangzhou Honghui”

“Hangzhou Jiaqu*

The Hada Target Company and its subsidiaries, including
the PRC Landlord Entities (each a Hada Target Group
Company)

the acquisition of the entire issued share capital of the
Hangzhou Target Company pursuant to the terms and
conditions of the Hangzhou Acquisition Agreement

the sale and purchase agreement dated 5 June 2018 entered
into between Yield Smart and the Hangzhou Vendor in
respect of the Hangzhou Acquisition

B B EEABR/A R (Hangzhou Changhai Industrial
Company Limited**), a company incorporated in the PRC,
which operates a seafood market in Hangzhou, the PRC and
holds 35% interest in Hangzhou Owl

the completion of the Hangzhou Acquisition
the date of Hangzhou Completion

the consideration of HK$1.47 billion (equivalent to
approximately RMB1.223 billion) for the Hangzhou
Acquisition under the Hangzhou Acquisition Agreement

Bo A 3 & A BR/A A (Hangzhou Dili Investment
Management Company Limited**), an investment holding
company incorporated in the PRC

BN R S AE B A FR/A\]  (Hangzhou Fruit-products  Group
Company Limited**), an investment holding company
incorporated in the PRC which holds 100% interest in
Hangzhou Fruit-wholesale

BN SR L% A R A 7] (Hangzhou Fruit-wholesale
Company Limited**), a company incorporated in the PRC
which mainly operates a fruit market in Hangzhou, the PRC

BL M 06 6 2 2 A BR /A "] (Hangzhou Honghui Agri-
products Company Limited**), an investment holding
company incorporated in the PRC, which holds interest in
Hangzhou Changhai (directly as to 62.35% and through
Shanghai Tongyuan as to 1.88%)

BUN 55 B & S P A BR/A 7] (Hangzhou Jiaqu Investments
Management Company Limited**), an investment holding
company incorporated in the PRC, which directly holds
35.77% interest in Hangzhou Changhai
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“Hangzhou Owl”

“Hangzhou Target Company’

“Hangzhou Target Group”

“Hangzhou Vegetable”

“Hangzhou Vegetable
Logistics”

“Hangzhou Vendor”

“Hangzhou Zhaorong”

“Harbin Dili”

“Harbin Hada”

’

BL M 5 BF E # A BR AL A R (Hangzhou Owl Pawn
Company Limited**), a company incorporated in the PRC,
mainly engages in pawn loan business

Wise Path Holdings Limited, a company incorporated in the
BVI and is wholly-owned by Hangzhou Vendor

The Hangzhou Target Company, its wholly-owned
subsidiaries of Huge Surplus, Hangzhou Zhaorong,
Hangzhou Honghui, Hangzhou Vegetable, Hangzhou
Vegetable Logistics, Hangzhou Dili, and its majority-
controlled subsidiaries of Hangzhou Fruit-products
(indirectly controlled as to 80%), Hangzhou Jiaqu
(indirectly controlled as to 98%), Hangzhou Changhai
(indirectly controlled as to 100%), Shanghai Tongyuan
(indirectly controlled as to 65%), Hangzhou Fruit-wholesale
(as to 100% held by Hangzhou Fruit-products) and minority
interests in Pinghu Dongxing, Pinghu Agricultural
Wholesale and Hangzhou Owl (each a Hangzhou Target
Group Company)

ML B % A BR /A Al (Hangzhou Vegetable Company
Limited**), a company incorporated in the PRC, which
mainly operates a vegetable market in Hangzhou, the PRC

BN B Y A RN F]  (Hangzhou Vegetable Logistics
Company Limited**), a company incorporated in the PRC,
which mainly engages in the logistic services for a
vegetable market in Hangzhou, the PRC

Vast Equity Investment Limited, a company incorporated in
the BVI and is wholly-owned by Mr. Suen, an Independent
third Party

BU N R Rl 2E 5 A RN F] (Hangzhou Zhaorong Agri-
products Company Limited**), a company incorporated in
the PRC, which holds 80% interest in Hangzhou Fruit-
products

W T b R SR I E L A BRA F] (Harbin Dili Agricultural
By-Products Company Limited**), a company incorporated
in the PRC and one of the PRC Operating Companies which
operates a Market in Harbin

M EmEREEMBMAERALF (Harbin Hada
Agricultural and Sideline Products Joint Stock Company
Limited**), a company incorporated in the PRC, and one of
the PRC Landlord Entities which holds the land and
properties for the operation of a Market in Harbin
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“HK$77
“Hong Kong”

“Huge Surplus”

“Independent Board
Committee™

“Independent Financial
Adviser” or “Grand Moore”

“Independent Professional
Valuer” or
“BMI Appraisals”

“Independent Shareholder(s)”

“Independent Third Party(ies)”

Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC

Huge Surplus Holdings Limited (BZERARATR), a
company incorporated in Hong Kong, which is directly
wholly-owned by the Hangzhou Target Company and
indirectly wholly-owned by Mr. Suen as at the date of this
circular

independent board committee established by the Company
consisting of all the independent non-executive Directors to
advise the Independent Shareholders as to whether the
terms and conditions of the Hada Acquisition (including the
Convertible Bond) and the Hangzhou Acquisition are fair
and reasonable, on normal commercial terms or better, in
the ordinary and usual course of business of the Company
and in the interests of the Company and the Shareholders as
a whole and to advise the Independent Shareholders on how
to vote in the EGM, taking into account the
recommendations of the Independent Financial Adviser

Grand Moore Capital Limited, a corporation licensed by the
Securities and Futures Commission to conduct Type 1
(dealing in securities) and Type 6 (advising on corporate
finance) regulated activities under the SFO, which is the
independent financial adviser to the Independent Board
Committee and the Independent Shareholders in respect of
the Hada Acquisition (including the Convertible Bond) and
the Hangzhou Acquisition

BMI Appraisals Limited, an independent professional
valuer appointed by the Company

Shareholders other than Super Brilliant, New Amuse, Mr.
Dai and its associates and any person who is involved in, or
interested in the Acquisition Agreements, who are entitled
to attend and vote at the relevant shareholders’ meeting of
the Company under the applicable laws and regulations and
the articles of association of the Company

(to the best of the Directors’ knowledge, information and
belief having made all reasonable enquiry) third parties
independent of the Company and its connected person
within the meanings of the Listing Rules
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“Latest Practicable Date”

“Listing Committee”

“Listing Rules™

“Market(s)”

“Mr. Dai”

“Mr. Suen”

“Mrs. Hawken”

“Ms. Zhang”

“New Amuse”

“Pinghu Agricultural
Wholesale”

27 June 2018, being the latest practicable date prior to the
printing of this circular for the purpose of ascertaining
certain information for inclusion in this circular

has the same meaning ascribed to it under the Listing Rules

the Rules Governing the Listing of Securities on the Stock
Exchange

the existing seven market(s) for wholesaling and retailing of
agricultural produce currently operated by the PRC
Operating Companies (namely Shouguang, Guiyang, Harbin
(comprising two markets), Qiqihar, Mudanjiang and
Shenyang) on the land and properties owned by the PRC
Landlord Entities

Mr. Dai Yongge, the chairman, executive Director and a
Controlling Shareholder and hence, a connected person of
the Company. As at the date of this circular, Mr. Dai
(together with his associates) hold approximately 51.28% of
the total issued share capital of the Company

Mr. Suen Cho Hung, Paul, an Independent Third Party

Mrs. Hawken Xiu Li, a non-executive Director and the
sister of Mr. Dai

Ms. Zhang Xingmei, a non-executive Director and the
spouse of Mr. Dai, a connected person of the Company. As
at the date of this circular, Ms. Zhang indirectly wholly-
owned New Amuse

New Amuse Limited (HiEARAF), a company
incorporated in the BVI, which is directly wholly-owned by
Shouguang Dili and indirectly wholly-owned by Ms. Zhang,
a connected person of the Company; and holds
6,243,902,439 Shares, representing approximately 14.20%
of the total issued Shares of the Company, as at the date of
this circular

P15 TR R E A AR S BT IS A IR (Pinghu  City
Agricultural By-Products Wholesale Market Co., Ltd**), a
company incorporated in the PRC, which mainly operates
an agricultural produce and food market in Pinghu City, the
PRC
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“Pinghu Dongxing”

“PRC”

“PRC Landlord Entity(ies)”

“PRC Operating Company(ies)”

“Qualifying Shareholders™

ST R BRI & 5 A PR/ A (Pinghu City Dongxing Food
By-Products Co., Ltd**), a company incorporated in the
PRC, which holds 47.99% interest in Pinghu Agricultural
Wholesale

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

any or all of #5J6/&2 & MY i E A FR A7) (Shouguang Agri-
Products Logistics Park Company Limited**); & [ i Fl] 2
E i Wi A PR/~ 7 (Guiyang Dili Agri-Products Logistics
Park Company Limited**); W5 R{E NS 22 = &l 2 a0 A IR
/N ] (Harbin Hada Agricultural and Sideline Products Joint
Stock Company Limited**); W 7 {&E A 7 fifi A1 BR 2 AL A A
(Harbin Youyi Warehouse Company Limited**); 757515 #f
N EE R R E A PR EAE /A (Qigihar Hada Agricultural
and Sideline Products Company Limited**); 4t FF/T4t % K2
BIE M AR (Mudanjiang Muda Agricultural and
Sideline Products Company Limited**); &[5 F1] &2 @Il 2 /i
AT (Shenyang Dili Agricultural and Sideline
Products Company Limited**); k54 & & ¥EARAF
(Shenyang Jindongmao Property Company Limited**) and
e R B B E R E A R/A A (Liaoning Yindali Property
Investment Company Limited**), each of which is an
existing operating subsidiary of New Amuse which holds
the land and properties for the operation of the Markets

any or all of #JGHUF| L G E A LA A (Shouguang
Dili Agricultural Product Logistics Park Company
Limited**); =% 6 AR @l E AR /AH (Shenyang
Shouguang Dili Agricultural By-Products Company
Limited**); BB RIEHEREW TS EHARA A
(Guiyang Juzhengrun Agricultural Products Market
Management Company Limited**); 7% 75 M 7 11| B2 & & i
Yrg MA FR/AF] (Qigihar Dili Agricultural Products Market
Management Company Limited**); I 7 & oA 2 B 2 5 A
FR/v7] (Harbin Dili Agricultural By-Products Company
Limited**); 4tPHTHLA R EIE & A RAF  (Mudanjiang
Dili Agricultural By-Products Company Limited**); and
T v 2 A LR B 2 A PR/ F] (Harbin Dalikai Agricultural
By-Products Company Limited**), each of which is an
existing operating subsidiary of the Company which
operates the corresponding Markets

has the meaning ascribed to it in the Announcement
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“Relevant Trading Day”

“Renminbi” or “RMB”

“Reporting Accountants”

“Rights Issue”

“Right Shares”

“ch”

“SFO”

“Shanghai Tongyuan”

“Shareholder(s)”

“Shares”

“Share Registrar”

“Shouguang Dili”

“Specific Mandate

“Super Brilliant™

“Stock Exchange”

“substantial shareholder’

“Takeovers Code”

4 June 2018, being the trading day of the Shares
immediately prior to the publication of the Announcement

Renminbi, the lawful currency of the PRC

A big-four accounting firm engaged by the Company for the
purpose of the Acquisitions

has the meaning ascribed to it in the Announcement

the new Share(s) to be allotted and issued in respect of the
Rights Issue

the Securities and Futures Commission of Hong Kong

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

FigfE R EE M ARAF (Shanghai Tongyuan
Investments Management Company Limited**), a company
incorporated in the PRC

holder(s) of the Shares

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

the branch share registrar of the Company in Hong Kong,
being Computershare Hong Kong Investor Services Limited
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong

Shouguang Dili Agri-Products Group Company Limited, a
company incorporated in the Cayman Islands with limited
liability and the holding company of New Amuse

A specific mandate to be granted to by the Independent
Shareholders to the Directors at the EGM for the purpose of
allot and issue the Conversion Shares

Super Brilliant Investments Limited, a company
incorporated in the BVI and holds 15,383,738,082 Shares,
representing approximately 34.99% of the total issued
Shares of the Company, as at the date of this circular, a
Controlling Shareholder of the Company

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules

The Codes on Takeovers and Mergers
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“Trademark Licensing the trademark licensing agreement entered into between
Agreement” Harbin Hada (as licensor) and Harbin Dili (as licensee)
which took effect on 27 July 2015

“Undertaking Shareholders™ has the meaning ascribed to it in the Announcement
“Vendors™ New Amuse and the Hangzhou Vendor
“Wealthy Aim” Wealthy Aim Holdings Limited, a company incorporated in

the BVI and holds 640,762,050 Shares, representing
approximately 1.46% of the total issued Shares of the
Company, as at the date of this circular

“Yield Smart” Yield Smart Limited (FIBRAMAFE), a company
incorporated in the BVI and is wholly-owned by the
Company

“%” per cent.

“2015 Transaction” the acquisition by the Company from New Amuse of the

entire issued share capital in Yield Smart which held and
controlled the business operations of the Markets. The
acquisition was completed on 27 July 2015. Please refer to
the announcements of the Company dated 9 June 2015 and
27 July 2015 and the circular of the Company dated 29
June 2015 for more details

The shareholding of the respective Shareholder in the Company as disclosed in this
circular refers to the percentage shareholding of such Shareholder to the total issued share
capital of the Company.

In this circular, unless the context otherwise requires, the terms ‘“‘associate(s)”,
“connected person(s)”’, ‘‘connected transaction(s)’, ‘‘subsidiary(ies)” and ‘‘substantial
shareholder(s)” shall have the meanings given to such terms in the Listing Rules, as modified
by the Stock Exchange from time to time.

For the purpose of this circular, unless the context otherwise requires, conversion of
Hong Kong dollars into Renminbi is based on the approximate exchange rate of HK$1 to
RMBO0.83. Such exchange rate is for the purpose of illustration only and does not constitute a
representation that any amounts in Hong Kong dollars or Renminbi have been, could have
been or may be converted at such or any other rate or at all.

Certain amounts and percentage figures set out in this circular have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables and the currency
conversion or percentage equivalents may not be an arithmetic sum of such figures.

The English names of Chinese entities marked with “**” are translations of their Chinese
names and are included in this circular for identification purposes only, and should not be
regarded as their official English translation. In the event of any inconsistency, the Chinese
name prevails.
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(1) VERY SUBSTANTIAL ACQUISITION AND
CONNECTED TRANSACTION;
(2) PROPOSED INCREASE IN AUTHORISED SHARE CAPITAL;
(3) PROPOSED GRANT OF SPECIFIC MANDATE FOR
THE CONVERSION SHARES;

AND

(4) NOTICE OF EGM

A. INTRODUCTION

Reference is made to the announcement of the Company dated 5 June 2018 in relation to

the Acquisitions.

*  For identification purposes only
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On 5 June 2018, after trading hours, Yield Smart (a wholly-owned subsidiary of the
Company) entered into the Hada Acquisition Agreement with New Amuse under which it
conditionally agreed to acquire and New Amuse conditionally agreed to sell the entire issued
share capital of the Hada Target Company. The consideration for the Hada Acquisition is
RMBS5.4 billion (equivalent to approximately HK$6.5 billion), which shall be settled by the
issuance of the Convertible Bond by the Company. The initial Conversion Price per Share is
HK$0.163 and the Convertible Bond will mature on the 10th anniversary of the date of issue.
New Amuse may exercise its conversion right under the Convertible Bond after completion of
the Rights Issue, subject to certain conversion restrictions. The Hada Target Group holds the
land and properties on which the Markets of the Group operate.

On 5 June 2018, after trading hours, Yield Smart (a wholly-owned subsidiary of the
Company) entered into the Hangzhou Acquisition Agreement with the Hangzhou Vendor under
which it conditionally agreed to acquire and the Hangzhou Vendor conditionally agreed to sell
the entire issued share capital of the Hangzhou Target Company. The Hangzhou Target Group
operates fruits, vegetables and seafood markets in Hangzhou, the PRC and owns land and
properties for the operation of such markets. The consideration for the Hangzhou Acquisition
is HK$1.47 billion (equivalent to approximately RMB1.223 billion), which shall be satisfied by
cash.

As some of the applicable percentage ratios (as defined under the Listing Rules) by
aggregating the Hada Acquisition and Hangzhou Acquisition exceed 100%, the Acquisitions
constitute a very substantial acquisition for the Company under the Listing Rules.

New Amuse is a substantial shareholder of the Company and indirectly wholly-owned by
Ms. Zhang, a non-executive Director, New Amuse is a connected person of the Company under
the Listing Rules. Accordingly, the Hada Acquisition and transactions contemplated thereunder
also constitute a connected transaction of the Company and are subject to the reporting,
announcement and Independent Shareholders’ approval requirements under Chapter 14A of the
Listing Rules.

As the Hangzhou Acquisition and the Hada Acquisition were negotiated at around the
same time, for enhanced corporate governance, the Company accepts to treat the Hangzhou
Acquisition as a connected transaction on a voluntary basis. The Hangzhou Acquisition will be
put forward to the EGM for Independent Shareholders’ approval.

The purpose of this circular is to provide you with: (i) further information on the
Acquisitions; (ii) a letter of advice from the Independent Board Committee to the Independent
Shareholders as to whether the terms and conditions of the Hada Acquisition (including the
Convertible Bond), the proposed grant of the Specific Mandate and the Hangzhou Acquisition
are fair and reasonable, on normal commercial terms or better, in the ordinary and usual course
of business of the Company and in the interests of the Company and the Shareholders as a
whole, and to advise the Independent Shareholders on how to vote, taking into account the
recommendations from the Independent Financial Adviser; (iii) a letter of advice from the
Independent Financial Adviser to the Independent Board Committee and the Independent
Shareholders; (iv) financial information and property valuation on the Hada Target Group and
Hangzhou Target Group; and (v) a notice of the EGM.

—11 -
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THE ACQUISITIONS
Background

The Group operates seven agricultural produce markets across China. These Markets
are operated by PRC Operating Companies of the Group on land and properties which are
currently leased from the substantial shareholder of the Company, New Amuse. New
Amuse owns such land and properties indirectly through PRC Landlord Entities.

(I) The Hada Acquisition

Date: 5 June 2018

Parties: Yield Smart Limited, a wholly-owned subsidiary of the
Company, as purchaser

The Company
New Amuse Limited, as vendor

Subject matter to be the entire issued share capital of the Hada Target
acquired: Company

New Amuse is a substantial shareholder of the Company and indirectly wholly-
owned by Ms. Zhang, a non-executive director of the Company and hence, it is a
connected person of the Company.

Hada Consideration

The consideration payable by the Company to New Amuse pursuant to the Hada
Acquisition Agreement is RMB5.4 billion (equivalent to approximately HK$6.5
billion), which shall be settled by the issuance of the Convertible Bond by the
Company. Details of the Convertible Bond are set out in the paragraph headed
“Principal Terms of the Convertible Bond™ in this section.

Basis of the Consideration

The Hada Consideration was determined after arm’s length negotiations between
the parties to the Hada Acquisition Agreement following due consideration of,
without limitation, the following factors:

(a) the preliminary appraised value of the Markets of approximately RMB12.0
billion (equivalent to approximately HKS$14.5 billion), pursuant to a
preliminary business valuation by the Independent Professional Valuer
adopting the market approach using comparable companies, the details of
which are set out in Appendix VII to this circular and taking into account
the combined EBITDA of the Hada Target Group and the PRC Operating
Companies based on the advanced management accounts for the year
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ended 31 December 2017 of approximately RMB768 million (equivalent to
approximately HK$925 million) and based on an EV/EBITDA multiple of
13.92, the enterprise value is adjusted to subtract total debt (excluding
those to be settled before the Hada Completion being the settlement or
loan capitalization of accounts receivables and payables to New Amuse
and its associates and bank borrowings), preferred equity and minority
interest and adding back cash and cash equivalent, and further adjusted by
the discount for lack of marketability and control premium to derive the
appraised value of approximately RMB12.0 billion (equivalent to
approximately HKS$14.5 billion), the details of the computation are
explained in Appendix VII to this circular;

(b) the intangible asset value and goodwill associated with the PRC Operating
Companies previously acquired by the Company in the 2015 Transaction,
being approximately RMB6.1 billion (equivalent to approximately HK$7.3
billion) as at 31 December 2017; and

(c) the preliminary land and property valuation of the Hada Target Group by
the Independent Professional Valuer as at 31 March 2018, being
approximately RMB6.9 billion (equivalent to approximately HKS$8.3
billion) (assuming all leases under the Framework Lease Agreement had
been terminated as at the date of valuation).

The Directors consider that the valuation of Hada Target Group shall be the
difference in amount between components (a) and (b) above (“Hada Target Group
Valuation™). The reason for using such difference as one of the basis of the Hada
Consideration is that the intangible asset value and goodwill was generated from the
acquisition of the operating rights of the Markets in the 2015 Transaction and the
Hada Consideration should reflect the incremental value attributable to the land and
properties of the Hada Target Group to be acquired in the Hada Acquisition. Based
on arm’s length negotiation, the Hada Consideration as commercially agreed between
the parties was arrived at by applying an approximately 8.5% discount to the Hada
Target Group Valuation.

Subsequent to the Announcement, in respect of component (b) above, the
Company has obtained from the Independent Professional Valuer an appraised value
of RMB5.6 billion (equivalent to approximately HK$6.7 billion) of the intangible
asset value associated with the PRC Operating Companies previously acquired in the
2015 Transaction. Together with the goodwill of approximately RMBO0.4 billion
(equivalent to approximately HK$0.5 billion), the aggregate value of component (b)
above is approximately RMB6.0 billion (equivalent to approximately HK$7.2
billion), which pre-dominantly comprises fair value and accordingly, could be
regarded as a comparable value to component (a). The 2015 Transaction was an
asset-light transaction due to the nature of the Markets and the subject matter of the
then acquisition was mainly the operating rights of the Markets, which was acquired
by the Company by way of assignment of business contracts. Other than the
intangible asset and goodwill mentioned in component (b) above, the assets of the
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Markets acquired in the 2015 Transaction comprised only an immaterial cash balance
of RMB6,000 (equivalent to approximately HK$7,200). Accordingly, given that there
was no other material asset of the Markets acquired in the 2015 Transaction, no
further deduction of asset value from the Hada Consideration is made. Subsequent to
the 2015 Transaction, approximately RMB691 million cash and cash equivalent was
generated by the PRC Operating Companies as at 31 December 2017. For illustrative
purpose only (as the said cash and cash equivalent was not acquired in the 2015
Transaction), if such cash and cash equivalent of approximately RMB691 million
were to be deducted from the Hada Group Valuation, the difference of approximately
RMB 5.3 billion would be in line with the Hada Consideration of RMB5.4 billion.

As stated in component (a) above, the Hada Consideration was determined
taking into account the settlement or loan capitalization of accounts receivables (of
approximately RMB16.4 billion (equivalent to approximately HK$19.8 billion)) from
and payables (of approximately RMBS5.2 billion (equivalent to approximately
HK$6.3 billion)) to New Amuse and its associates and bank borrowings (of
approximately RMB16.5 billion (equivalent to approximately HK$19.9 billion)) of
the Hada Target Group before the Hada Completion. Upon settlement
of such accounts receivables and bank borrowings and the loan capitalization (by
allotment of new share(s) by the Hada Target Company) of the payables, it is
expected that the Hada Target Group will have a net asset value of
approximately RMB824 million (equivalent to approximately HK$993 million)
immediately prior to the Hada Completion (which was calculated by adding the
positive effect of such loan capitalization, being approximately RMB3,459 million of
the amount due to New Amuse or its associates as at 31 December 2017 (equivalent
to approximately HK$4,167 million) to the net liability of the Hada Target Group as
at 31 December 2017 of approximately RMB2,635 million (equivalent to
approximately HK$3,174 million)).

Furthermore, as referred to in component (c) above, the preliminary property
valuation has assumed all leases under the Framework Lease Agreement will be
terminated upon the Hada Completion as no lease arrangement will be required after
the integration of the Hada Target Group with the PRC Operating Companies and
accordingly, the historical net loss position of the Hada Target Group has not been
taken into account when determining the Hada Consideration.

Other Benchmarks

The re-assessed net asset value (“RNAV”) of Hada Target Group immediately
before the Hada Completion is expected to be approximately RMB6.8 billion
(equivalent to approximately HK$8.2 billion), being the sum of (i) the expected net
asset value of the Hada Target Group of approximately RMB824 million (equivalent
to approximately HK$993 million) immediately prior to the Hada Completion after
taking into account of the settlement of accounts receivables and capitalization of
loans; and (ii) the gain on revaluation of the land and properties of the Hada Target
Group of approximately RMBS5.94 billion (equivalent to approximately HK$7.1
billion) (being the preliminary land and properties valuation of the Hada Target
Group as required by Rule 5.02 of the Listing Rules and referred in component (c)
above of approximately RMB6.9 billion (equivalent to approximately HK$8.3
billion), subtracting therefrom the book value of the land and properties of the Hada
Target Group for the operations of the Markets held as investment properties as at 31
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December 2017 of approximately RMB930 million (equivalent to approximately
HK$1,120 million)). The Hada Consideration represents approximately a 20%
discount to the RNAV.

The book value of the land and properties of Hada Target Group for the
operations of the Markets held as investment properties of approximately RMB930
million (equivalent to HK$1,120 million) has considered the rental income of the
PRC Landlord Entities from the leases at rates below market rates under the
Framework Lease Agreement. Given that the leases will be terminated upon the Hada
Completion, it is not appropriate to only consider such book value without
considering the value of the land and properties to be brought about by the potential
benefits of integration of the land and properties with the operations of the Markets
after termination of the leases (where the Enlarged Group as the landlord can freely
utilise the land and properties in its sole discretion), and such value is reflected in
the land and properties valuation of approximately RMB6.9 billion (equivalent to
HK$8.3 billion) set out in Appendix VIII to this circular. Accordingly, it is relevant
to add back the gain on revaluation of approximately RMBS5.94 billion (equivalent to
HK$7.1 billion) to the expected net asset value of the Hada Target Group to
determine the RNAV.

The basis of computing the book value of the land and properties as at 31
December 2017 for the operations of the Markets of approximately RMB930 million
(equivalent to approximately HK$1,120 million) is different from that of the
appraised value of the land and properties as at 31 March 2018 of approximately
RMBG6.9 billion (equivalent to HK$8.3 billion) set out in Appendix VIII to this
circular. The book value of the land and properties was computed with consideration
of the rental income of the Hada Target Group from the leases under the Framework
Lease Agreement and is therefore much lower in value than the appraised value of
the land and properties which was appraised on the assumption that all leases under
the Framework Lease Agreement will be terminated upon the Hada Completion. On
that basis, the Directors consider the land and property valuation of the Hada Target
Group set out in Appendix VIII to this circular to be fair and reasonable.

The approach taken to calculate the RNAV as set out in the Announcement has
erred on the conservative side in that the appraised value of land and properties as at
31 March 2018 has given no commercial value to those properties without title
certificates. An alternative approach would be to take the appraised value of the land
and properties with or without title certificates, which value is approximately
RMB12.5 billion (equivalent to approximately HK$15.1 billion) as shown in
note e. (2) on page VI-11 of Appendix VI to this circular, based on which, the
alternative RNAV of the Hada Target Group immediately before the Hada
Completion is expected to be approximately RMB12.4 billion (equivalent to
approximately HK$14.9 billion) (the “Alternative RNAV”). The Alternative RNAV
is a combined valuation appraised with reference to the operations of the Markets
integrated with all land and properties of the Hada Target Group on which the
Markets situate and it is not premised on the preliminary land and properties
valuation under Rule 5.02 of the Listing Rules. Despite that certain properties of the
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Hada Target Group may not possess title certificates as at the Latest Practicable
Date, the competent government authorities in the PRC have either confirmed no
action will be taken to impose fines or penalties; the relevant Hada Target Group
Company is entitled to continue its occupation or usage of such properties; or where
the title certificates are being applied for, there exist no material impediments to
obtain such title certificates. Given that the Group will be able to continue to use and
occupy such properties for the operation of the Markets after the Hada Completion,
the Company considers it relevant and appropriate to take into account all land and
properties of the Hada Target Group when computing the Alternative RNAV.

The Alternative RNAV is the sum of (i) the expected net asset value of the
Hada Target Group of approximately RMB824 million (equivalent to approximately
HK$993 million) and (ii) the gain on revaluation of the land and properties of
approximately RMBI11.6 billion (equivalent to approximately HK$14.0 billion)
(being the difference between RMB12.5 billion (equivalent to approximately
HK$15.1 billion) and RMB930 million (equivalent to approximately HK$1,120
million)). If account is taken to recognise the economic benefits to the Group which
arose from the 2015 Transaction in terms of the intangible asset value and goodwill
referred to in component (b) in the sub-paragraph headed ‘“‘Basis of the
Consideration” above by deducting component (b), which fair value being
approximately RMB6.0 billion (equivalent to approximately HK$7.2 billion) as
appraised by the Independent Professional Valuer, from the Alternative RNAV,
being approximately RMB12.4 billion (equivalent to approximately HK$14.9
billion), the difference, being approximately RMB6.4 billion (equivalent to
approximately HK$7.7 billion) is much higher than the Hada Consideration of
RMBS5.4 billion (equivalent to approximately HK$6.5 billion), and as such the Hada
Consideration is still more favourable to the Company.

On the other hand and vis-a-vis the RNAV, no account is taken or required to
be taken to recognize the economic benefits to the Group which arose from the 2015
Transaction represented by component (b) in the sub-paragraph headed “Basis of the
Consideration” above as the RNAV is premised on the preliminary land and
properties valuation of the Hada Target Group (as required by Rule 5.02 of the
Listing Rules) by the Independent Professional Valuer, which does not take into
account the 2015 Transaction, being the acquisition of operating rights of the
Markets, nor the economic benefits to the Group which arose thereunder. As stated
in the paragraph headed ‘‘Valuation Methodology” in Appendix VIII, the
Independent Professional Valuer has adopted the investment approach by
capitalizing the net rents of the real property interests of which the Hada Target
Group is entitled to receive for the residual term of the lease of the real property
interests and where appropriate, the Independent Professional Valuer has adopted the
comparison approach assuming sale in the existing state of the land and properties
with the benefit of vacant possession by making reference to comparable sale
evidence as available in the relevant market. As such, the Company considers it not
necessary nor appropriate to subtract component (b), representing the economic
benefits of the 2015 Transaction to the Group in terms of intangible asset value and
goodwill, from the RNAV.
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The references to the RNAV and the Alternative RNAV of the Hada Target
Group are commercial valuation of the assets to be acquired and they are included
only to demonstrate the fairness and reasonableness of the Hada Consideration and
that it is in the interest of the Company and its Shareholders as a whole. The RNAV
and the Alternative RNAV are computed based on parameters which are separate
from the basis of the Hada Consideration set out under the sub-paragraph headed
“Basis of the Consideration” above and the RNAV and the Alternative RNAV are
not reviewed by the Reporting Accountants engaged by the Company nor required to
be computed in accordance with the applicable accounting standards.

Conditions Precedent

The Hada Completion is conditional on the satisfaction (or waiver, if
applicable) of the following conditions precedent on or before 31 December 2018:

(a) all necessary corporate authorisations or shareholders’ approvals being
obtained, including approvals being obtained from the Independent
Shareholders at the EGM for, among others, (i) the Hada Acquisition
Agreement and the transactions contemplated thereunder; and (ii) the
proposed grant of the Specific Mandate; and from the Shareholders for the
proposed increase in authorised share capital;

(b) all necessary approvals, licenses, authorisations, consents, waivers or
notifications necessary from third parties, governmental or regulatory
authorities being obtained and in effect, including the approval being
obtained from the Stock Exchange for the listing of, and permission to deal
in, the Conversion Shares on the Main Board of the Stock Exchange;

(c) the settlement of all accounts receivables from and payables to New
Amuse and its associates and bank borrowings of the Hada Target Group
subsisting before the Hada Completion;

(d) the representations and warranties provided by New Amuse under the Hada
Acquisition Agreement remaining true, accurate and not misleading as at
the Hada Completion Date and as if repeated at all times between the date
of the Hada Acquisition Agreement and the Hada Completion Date;

(e) the representations and warranties provided by Yield Smart under the Hada
Acquisition Agreement remaining true, accurate and not misleading as at
the Hada Completion Date and as if repeated at all times between the date
of the Hada Acquisition Agreement and the Hada Completion Date;

(f) New Amuse having performed and complied with all agreements,
obligations, and conditions contained in the Hada Acquisition Agreement
that are required to be performed or complied with by it on or before
completion of the transactions contemplated thereunder;
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(g) the Reporting Accountants having completed the audit of and issued an
unqualified opinion on the accountants’ reports of the Hada Target Group
the contents of which being satisfactory to the Company;

(h) the Independent Professional Valuer having completed the valuation of
properties and issued a property valuation report of the Hada Target Group
in accordance with the requirements of the Listing Rules and the contents
of which being satisfactory to the Company; and

(i) the completion of the Hangzhou Acquisition.

If any of the conditions of the Hada Acquisition Agreement is not fulfilled or
waived by Yield Smart or the Company (in respect of conditions (d), (f) and (i)) or
by New Amuse (in respect of condition (e)) on or before 31 December 2018 (or such
later date to be agreed between the parties to the Hada Acquisition Agreement in
writing), the Hada Acquisition Agreement shall lapse and no party shall have any
claim against the other, except in respect of antecedent breaches. For conditions (d),
(e), (f) and (i) which are waivable, Yield Smart, the Company or New Amuse (as the
case may be) may waive such condition where the impact of doing so is immaterial
and will not affect the substance of the Hada Acquisition. Conditions (a), (b), (¢), (g)
and (h) are not waivable by the parties. As at the date of this circular, none of the
conditions have been fulfilled and the parties are not aware of any circumstances
which may render the conditions above not fulfilled on or before the Hada
Completion Date.

The completion of the Hangzhou Acquisition is a condition precedent (which is
waivable at the discretion of Yield Smart as purchaser) of the Hada Acquisition as
the Acquisitions were negotiated at the same time and definitive agreements were
entered into on the same date and are accordingly treated as inter-conditional upon
each other but waivable at the discretion of Yield Smart as purchaser. The Hada
Acquisition (which constitutes a connected transaction of the Company) and the
Hangzhou Acquisition (which is treated as a connected transaction of the Company
on a voluntary basis) will be considered and if thought fit, approved by the
Independent Shareholders at the same EGM.

Principal Terms of The Convertible Bond

Under the Hada Acquisition Agreement, the Company shall issue the
Convertible Bond to satisfy the Hada Consideration. The terms of the Convertible
Bond have been negotiated on an arm’s length basis and the principal terms of which
are set out below:

Issuer : The Company
Aggregate principal : HK$6,506,024,217 (equivalent to approximately
amount RMB5.4 billion)
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Issue price

Conversion Right

Conversion Price

Number of
Conversion Shares
issuable

Maturity

Lock-up period

Interest payment

Status:

100% of the principal amount of the Convertible Bond,
payable in full at the Hada Completion

Holder(s) of the Convertible Bond shall have the right to
convert all or part of Convertible Bond into Conversion
Shares at any time after the completion of the Rights
Issue (for this purpose, being the first day of dealings of
fully-paid Rights Shares) and provided that:

(i) the conversion would not result in the Company not
meeting the minimum public float requirement
under Rule 8.08 of the Listing Rules; and

(i1)) no general obligation will be triggered as a result
of the conversion unless such obligation is
otherwise waived by the SFC.

HK$0.163 per Conversion Share, subject to customary
adjustments

39,914,259,000 Conversion Shares are issuable upon full
conversion based on the initial Conversion Price of
HK$0.163

The Convertible Bond will mature on the 10th
anniversary of the date of issue

Holder(s) of the Conversion Shares may not dispose,
transfer or otherwise create any encumbrances over the
Conversion Shares so converted within the first three (3)
years after conversion

Holder(s) of the Convertible Bond are not entitled to
receive any interest payment

The Convertible Bond constitute direct, unsubordinated,
unconditional and unsecured obligations of the Company
and will at all times rank pari passu and without any
preference or priority among themselves. Any payment
obligations of the Company under the Convertible Bond
will, save for such exceptions as may be provided by
mandatory provisions of applicable law, at all times rank
at least equally with all its other present and future
unsecured and unsubordinated obligations
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Voting rights: . Holder(s) of the Convertible Bond are not entitled to

Listing:

vote at any general meetings of the Company by reason
only of it being a holder of such Convertible Bond

No listing will be sought for the Convertible Bond on
the Stock Exchange or any other stock exchange.
However, an application will be made by the Company
to the Listing Committee for the listing of, and
permission to deal in, the Conversion Shares

Conversion price

The initial Conversion Price of HK$0.163 was determined after arm’s length
negotiations between the Company and New Amuse, and it represents:

(a)

(b)

(©

(d)

(e)

()

a discount of approximately 2.98% to the closing price of the Shares of
HK$0.168 as quoted on the Stock Exchange on the Relevant Trading Day;

a discount of approximately 0.79% to the average closing price of the
Shares of HK$0.164 as quoted on the Stock Exchange for the last 10
consecutive trading days up to and including the Relevant Trading Day;

a premium of approximately 3.82% over the average closing price of the
Shares of HK$0.157 as quoted on the Stock Exchange for the last 30
consecutive trading days up to and including the Relevant Trading Day;

a discount of approximately 4.29% to the average closing price of the
Shares of HK$0.170 as quoted on the Stock Exchange for the last 90
consecutive trading days up to and including the Relevant Trading Day;

a premium of approximately 7.24% over the closing price of the Shares of
HK$0.152 as quoted on the Stock Exchange on the Latest Practicable Date;
and

a premium of approximately 3.16% to the Group’s latest audited net asset
per Share as at 31 December 2017 of HK$0.158.

The Conversion Price was determined after arm’s length negotiation between
the Company and New Amuse with reference to the closing price per Share of the
Company on and prior to the Relevant Trading Day and the subscription price per
Share under the Rights Issue.

- 20 —



LETTER FROM THE BOARD

)

Hada Completion

Completion is expected to take place on the second Business Day from the date
on which all conditions in the Hada Acquisition Agreement have been fulfilled or
waived (as the case may be), unless otherwise agreed by the parties. The Company
currently expects that the completion of the Hada Acquisition and the Hangzhou
Acquisition will take place on or around the same day.

Upon the Hada Completion, the Hada Target Company will become a wholly-
owned subsidiary of the Enlarged Group and each Hada Target Group Company will
become a subsidiary of the Enlarged Group and the financial results of the Hada
Target Group will be consolidated into the accounts of the Enlarged Group.

The Hangzhou Acquisition

Date: 5 June 2018
Purchaser: Yield Smart Limited, a wholly-owned subsidiary of the
Company
Vendor: Vast Equity Investment Limited, an Independent Third
Party
Subject matter to be the entire issued share capital of the Hangzhou Target
acquired: Company

Hangzhou Consideration

The total consideration payable by the Company to the Hangzhou Vendor
pursuant to the Hangzhou Acquisition Agreement is HK$1.47 billion (equivalent to
approximately RMB1.223 billion), of which:

(a) a refundable deposit in the total amount of HK$700 million which should
be payable on or prior to the date of the Hangzhou Acquisition Agreement
(the “Deposit™)); and

(b) the remaining balance of HK$770 million shall be satisfied by cash on the
Hangzhou Completion Date.

The Deposit is refundable by the Hangzhou Vendor in full within seven
Business Days upon being notified by Yield Smart if any of the conditions precedent
of the Hangzhou Acquisition Agreement is not fulfilled or waived in accordance with
the Hangzhou Acquisition Agreement or if the Hangzhou Acquisition Agreement is
not completed in accordance with the provisions therein or is otherwise terminated
by the parties prior to the Hangzhou Completion. As security against any default of
the Hangzhou Vendor in refunding the Deposit, share charges over the entire issued
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share capital of the Hangzhou Target Company and its wholly-owned Hong Kong-
incorporated subsidiary, Huge Surplus, have been entered into by the Hangzhou
Vendor and the Hangzhou Target Company, respectively, in favour of Yield Smart.

Basis of the Hangzhou Consideration

The Hangzhou Consideration was determined after arm’s length negotiations
between the parties to the Hangzhou Acquisition Agreement following due
consideration of the preliminary appraised value of the Hangzhou Target Group of
approximately RMBI1.9 billion (equivalent to approximately HKS$2.3 billion),
pursuant to a preliminary business valuation by the Independent Professional Valuer
adopting a market approach using comparable companies and considering the
business development and future prospects of the Hangzhou Target Group. The
Hangzhou Consideration represents a discount of approximately 35.6% from the
preliminary appraised value of Hangzhou Target Group.

Conditions Precedent

The Hangzhou Completion is conditional on the satisfaction (or waiver, if
applicable) of the following conditions precedent on or before 31 December 2018:

(a) all necessary corporate authorisations or shareholders’ approvals being
obtained, including approvals being obtained from the Independent
Shareholders at the EGM for, among others, the Hangzhou Acquisition
Agreement and the transactions contemplated thereunder;

(b) all necessary approvals, licenses, authorisations, consents, waivers or
notifications necessary from third parties, governmental or regulatory
authorities being obtained and in effect;

(c) the completion of due diligence on the Hangzhou Target Group to the
satisfaction of the Company in its sole discretion;

(d) the representations and warranties provided by the Hangzhou Vendor under
the Hangzhou Acquisition Agreement remaining true, accurate and not
misleading as at the Hangzhou Completion Date and as if repeated at all
times between the date of the Hangzhou Acquisition Agreement and the
Hangzhou Completion Date;

(e) the representations and warranties provided by Yield Smart under the
Hangzhou Acquisition Agreement remaining true, accurate and not
misleading as at the Hangzhou Completion Date and as if repeated at all
times between the date of the Hangzhou Acquisition Agreement and the
Hangzhou Completion Date;

(f) the Hangzhou Vendor having performed and complied with all agreements,
obligations, and conditions contained in the Hangzhou Acquisition
Agreement that are required to be performed or complied with by it on or
before completion of the transactions contemplated thereunder;
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(g) the Reporting Accountants having completed the audit of and issued an
unqualified opinion on the accountants’ reports of the Hangzhou Target
Group the contents of which being satisfactory to the Company;

(h) the Independent Professional Valuer having completed the valuation of
properties and issued a property valuation report of the Hangzhou Target
Group in accordance with the requirements of the Listing Rules and the
contents of which being satisfactory to the Company;

(i) the completion of the Hada Acquisition; and
(j) the completion of the Rights Issue.

If any of the conditions of the Hangzhou Acquisition Agreement is not fulfilled
or waived by the Yield Smart (in respect of conditions (c), (d), (f), (i) and (j)) or by
the Hangzhou Vendor (in respect of condition (e)) on or before 31 December 2018
(or such later date to be agreed between the parties to the Hangzhou Acquisition
Agreement in writing), the Hangzhou Acquisition Agreement shall lapse and no
party shall have any claim against the other, except in respect of antecedent
breaches. For conditions (c), (d), (e), (f), (i) and (j) which are waivable, Yield Smart
or the Hangzhou Vendor (as the case may be) may waive such condition where the
impact of doing so is immaterial and will not affect the substance of the Hangzhou
Acquisition. Conditions (a), (b), (g) and (h) are not waivable by the parties. As at the
date of this circular, none of the conditions have been fulfilled and the parties are
not aware of any circumstances which may render the conditions above not fulfilled
on or before the Hangzhou Completion Date.

The completion of the Hada Acquisition is a condition precedent (which is
waivable at the discretion of Yield Smart or the Company) of the Hangzhou
Acquisition as the Acquisitions were negotiated at around the same time and
definitive agreements entered into on the same date and are accordingly treated as
inter-conditional upon each other but waivable at the discretion of Yield Smart or the
Company. The Hada Acquisition (which constitutes a connected transaction of the
Company) and the Hangzhou Acquisition (which is treated as a connected transaction
of the Company on a voluntary basis) will be considered and if thought fit, approved
by the Independent Shareholders at the same EGM. As for the Rights Issue, since the
Hangzhou Consideration will be settled by using the proceeds from the Rights Issue,
the Rights Issue is therefore a conditions precedent to the completion of the
Hangzhou Acquisition, but waivable at the discretion of Yield Smart as the
purchaser. Given that both the Hada Acquisition and the Hangzhou Acquisition are
subject to approvals by Independent Shareholders at the same EGM and the
Hangzhou Vendor is willing to await for the completion of the Rights Issue whereby
proceeds of the Rights Issue will be available for settlement of the remainder of the
Hangzhou Consideration, the Company currently expects that the completion of the
Hada Acquisition and the Hangzhou Acquisition will take place on or around the
same day.
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C.

Hangzhou Completion

Completion is expected to take place on the second Business Day from the date
on which all conditions in the Hangzhou Acquisition Agreement have been fulfilled
or waived (as the case may be), unless otherwise agreed by the parties. The
Company currently expects that the completion of the Hada Acquisition and the
Hangzhou Acquisition will take place on or around the same day.

Upon the Hangzhou Completion, the Hangzhou Target Company will become a
wholly-owned subsidiary of the Enlarged Group and each Hangzhou Target Group
Company will become a subsidiary of the Enlarged Group. The financial results of
the Hangzhou Target Group will be consolidated into the accounts of the Enlarged
Group.

INFORMATION OF THE GROUP

The Company and its subsidiaries are principally engaged in business operations of seven

agricultural produce markets in six cities in the PRC namely Shouguang, Guiyang, Harbin,
Qiqihar, Mudanjiang and Shenyang. The Markets are engaged in the wholesaling and
distribution of primarily vegetables and also fruits, seafood, meat, grain and oil and other food
produce.

D.

INFORMATION OF THE VENDORS
Information of the Vendors

New Amuse is an investment holding company incorporated in the BVI with limited
liability, currently wholly-owned by Shouguang Dili. Shouguang Dili is in turn wholly-
owned by Ms. Zhang. As New Amuse is a substantial shareholder of the Company and is
indirectly wholly-owned by Ms. Zhang, a non-executive Director, it is a connected person
of the Company.

The Hangzhou Vendor is an investment holding company incorporated in the BVI
with limited liability, an Independent Third Party.

INFORMATION RELATING TO THE HADA TARGET GROUP
Hada Target Company

The Hada Target Company is an investment holding company incorporated in the
BVI with limited liability. As of the date of this circular, it controls the PRC Landlord
Entities.

Hada Target Group

The Hada Target Group comprises nine PRC Landlord Entities which together hold
the land and properties for the operation of the seven Markets.
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Below set out the nature and details of the land and properties held by the Hada
Target Group:

Agriculture wholesale Approximate Approximate Nature of

market Location GFA site Area land use
(sq.m.) (sq.m.)

China Shouguang Shouguang City, 550,000 1,120,000 Wholesale, retail
Agricultural Produce Shandong and storage
Logistics Park province

Harbin Hada Agricultural Harbin City, 220,000 130,000 Commercial,
Produce Market Heilongjiang storage and

province office etc.

Shenyang Shouguang Dili Shenyang City, 270,000 210,000 Wholesale, retail
Agricultural By- Liaoning and storage
Products Markets province

Qiqihar Hada Agricultural Qigihar City, 40,000 70,000 Public services,
Produce Market Heilongjiang storage and

province office

Harbin Youyi Harbin City, 10,000 3,000 Commercial and
Agricultural Produce Heilongjiang storage
Market province

Muda International Mudanjiang City, 170,000 170,000 Wholesale, retail
Agricultural Produce Heilongjiang and storage
Logistics Park province

Guiyang Agricultural Guiyang City, 190,000 170,000 Commercial,
Produce Logistics Park  Guizhou market and

province storage
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Financial information of the Hada Target Group

Based on the audited accounts of the Hada Target Group, the historical financial
information of Hada Target Group for the two years ended 31 December 2017 is set out
below.

For the financial year ended
31 December

2016 2017

(RMB’000 (RMB’000

approx.) approx.)

Net loss before taxation (222,610) (23,941)
Net loss after taxation (238,979) (53,635)

Note: The net loss of the Hada Target Group mainly arose from (i) the rental income from the Group
under the Framework Lease Agreement, the rental rate of which was below market rent in
favour of the Group; and (ii) the re-valuation losses on investment properties.

Upon completion of the Hada Acquisition, the Hada Target Group will be integrated
with the PRC Operating Companies and operate as one business going forward and as the
Framework Lease Agreement and all leases thereunder will be terminated upon the Hada
Completion, no re-valuation losses in connection with such leases will be accounted for
upon the Hada Completion. The combined profits for the year ended 31 December 2017
of the Hada Target Group and the PRC Operating Companies on an integrated basis is, for
illustrative purpose only, approximately RMB467 million.

Based on the audited accounts, the net liability value of the Hada Target Group as at
31 December 2017 was approximately RMB2.64 billion. As all accounts receivables from
and payables to New Amuse and its associates will be settled by way of loan
capitalization prior to Hada Completion, it is expected that the Hada Target Group will
have a net asset position immediately prior to Hada Completion and its net asset value is
expected to be approximately RMB824 million immediately prior to the Hada
Completion.

The property valuation by the Independent Professional Valuer of the land and
properties of the Hada Target Group as at 31 March 2018 is approximately RMB6.9
billion (equivalent to approximately HK$8.3 billion), on the assumption that all leases
under the Framework Lease Agreement will be terminated upon the Hada Completion as
no lease arrangement will be required after the integration of the Hada Target Group and
the PRC Operating Companies.

For reasons set out above, the historical net loss position with net liability value of
the Hada Target Group has not been taken into account when determining the Hada
Consideration and for the detailed basis set out under the sub-paragraph headed *“(I) The
Hada Acquisition — Basis of the Consideration” of this section, supported with
references to the re-assessed net asset values under the sub-paragraph ‘Other
Benchmarks™ of this section, the Directors (other than the independent non-executive
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Directors whose view is set out in the section ‘“Letter from the Independent Board
Committee” of this circular and the Directors who have abstained from voting in the
relevant Board resolutions) consider the Hada Consideration to be fair and reasonable.

Please refer to sections headed “Financial Information of the Hada Target Group”
and “Accountants’ Report of the Hada Target Group” set out in Appendix II and
Appendix IV respectively to this circular for further financial information of the Hada
Target Group.

INFORMATION RELATING TO THE HANGZHOU TARGET GROUP
Hangzhou Target Company

The Hangzhou Target Company is an investment holding company incorporated in
the BVI with limited liability. As of the date of this circular, it holds and controls certain
companies in Hangzhou which operate fruits, vegetables and seafood markets.

Hangzhou Target Group

The Hangzhou Target Group comprises the Hangzhou Target Company, Huge
Surplus, Hangzhou Zhaorong, Hangzhou Honghui and their subsidiaries and associate.
The Hangzhou Target Group holds and controls:

(i) the entire equity interest in Hangzhou Zhaorong, which in turn holds 80%
equity interest in Hangzhou Fruit-products, which holds 100% in Hangzhou
Fruit-wholesale, 52% in Pinghu Dongxing which in turn holds 47.99% in
Pinghu Agricultural Wholesale and 55.91% in Hangzhou Jiaqu, which in turn
holds 35.77% in Hangzhou Changhai. Hangzhou Fruit-wholesale operates a fruit
market in Hangzhou, the PRC and Pinghu Agricultural Wholesale operates an
agricultural produce and food market in Pinghu City, the PRC; and

(ii) the entire equity interest in Hangzhou Honghui, which in turn holds and
controls 100% equity interest in Hangzhou Vegetable and Hangzhou Vegetable
Logistics, which operate a vegetable market in Hangzhou, the PRC; 42.09% in
Hangzhou Jiaqu; 65% in Shanghai Tongyuan and 64.23% (of which 1.88% is
held through Shanghai Tongyuan) in Hangzhou Changhai, which operates a
seafood market in Hangzhou, the PRC; 35% in Hangzhou Owl which is held by
Hangzhou Changhai; and 100% in Hangzhou Dili.
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Financial information of the Hangzhou Target Group

Based on the combined audited accounts of the Hangzhou Target Group, the
historical combined financial information of Hangzhou Target Group for the two years
ended 31 December 2017 is set out below.

For the financial year ended
31 December

2016 2017

(RMB’000 (RMB’000

approx.) approx.)

Net profits before taxation 46,852 119,225
Net profits after taxation 9,164 84,328

The combined net asset value of Hangzhou Changhai, Hangzhou Honghui and
Hangzhou Zhaorong as at 31 December 2017 was approximately RMB1,098,569,000. The
property valuation by the Independent Professional Valuer of the land and properties of
the Hangzhou Target Group as at 31 March 2018 is approximately RMB1.8 billion
(equivalent to approximately HK$2.2 billion).

Please refer to sections headed “Financial Information of the Hangzhou Target
Group” and “Accountants’ Report of the Hangzhou Target Group™ set out in Appendix
III and Appendix V respectively to this circular for further financial information of the
Hangzhou Target Group.

RECONCILIATION OF THE VALUATION OF PROPERTIES
Hada Target Group

For details of the Hada Target Group’s properties as at 31 March 2018 and the text
of the valuation certificates of these property interests prepared by BMI Appraisals, please
see Appendix VIII to this circular.
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The following table sets forth the reconciliation of the Hada Target Group’s
properties from the consolidated financial statement as of 31 December 2017 to property
valuation as at 31 March 2018:

(RMB’000)
Net book value of the properties as at 31 December 2017 940,789
Add: additions during the period from 31 December 2017 to
31 March 2018 44,365
Less: decrease during the period from 31 December 2017 to
31 March 2018 54
Net book value of the properties as at 31 March 2018 985,100
Revaluation surplus 5,887,890
Valuation of properties as at 31 March 2018 as set out in the
property valuation report set out in Appendix VIII to this
circular 6,872,990

Hangzhou Target Group

For details of the Hangzhou Target Group’s properties as at 31 March 2018 and the
text of the valuation certificates of these property interests prepared by BMI Appraisals,
please see Appendix IX to this circular.

The following table sets forth the reconciliation of the Hangzhou Target Group’s
properties from the consolidated financial statement as of 31 December 2017 to property
valuation as at 31 March 2018:

(RMB’000)
Net book value of the properties as at 31 December 2017 (Note) 1,940,606
Less: decrease during the period from 31 December 2017 to

31 March 2018 3,700

Net book value of the properties as at 31 March 2018 1,936,906

Revaluation loss 87,906
Valuation of properties as at 31 March 2018 as set out in the

property valuation report set out in Appendix IX to this circular 1,849,000
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Note: This comprises the net book value of the land and properties and the fair value of the investment
properties held by Hangzhou Zhaorong, Hangzhou Honghui and Hangzhou Changhai extracted
from the accountants’ reports of the Hangzhou Target Group set out in Appendix V, having
consolidated the results of their respective subsidiaries, as shown below:

Net book value Fair value of

of the land and investment

buildings as at  properties as at

31 December 31 December

2017 2017

(RMB’000) (RMB’000)

Hangzhou Zhaorong 527,422 82,900
Hangzhou Honghui 900,089 1,620
Hangzhou Changhai — 428,575

H. REASONS FOR AND BENEFITS OF THE ACQUISITIONS

The Group is principally engaged in business operation of seven agricultural produce
markets in six cities in the PRC namely Shouguang, Guiyang, Harbin, Qiqihar, Mudanjiang
and Shenyang, which are engaged in the wholesaling and retailing of primarily vegetables and
also fruits, seafood, meat, grain and oil and other food produce.

Upgrading of the Markets

Following the 2015 Transaction, the Group wishes to upgrade and expand the
infrastructure and facilities of the Markets by bringing in the ownership of land and
properties where the Markets situate and integrating operations with land and properties.

Since the completion of the 2015 Transaction, the Group has been operating the
Markets on the land and properties owned by the PRC Landlord Entities. During the
course of such time, the Group, as a tenant, faced obstacles in the business expansion of
the Markets which had hindered the potential growth of the Markets. As a tenant of the
land and properties of the Markets, the Group often faces restrictions and limitations in its
plan for physical expansion and capital investment, such as upgrading of infrastructure
and facilities and expanding storage spaces for the Markets. Maintenance needs and
upgrades on the infrastructure and facilities require consent from the landlords and
budgeting negotiations. As a result, this reduced the efficiency of operations and the
implementation of development plans for the Markets. It was also not commercially
beneficial for the Group to heavily invest in the infrastructure even with consents from
the landlords since the capital investment on the enhanced infrastructure would ultimately
vest with the landlords and not the Group. Therefore, by consolidating the land and
properties with the operations and assuming the ‘“landlord” role, the Enlarged Group will
be able to make further investment into both the hardware and software of the Markets for
the benefits of the operations of the Markets as a whole.
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Expansion in geographical reach and market presence

The Hangzhou Acquisition will extend the Company’s geographical reach to
Hangzhou in the PRC where the Company does not currently have a geographical
presence. Upon completion of the Hangzhou Acquisition, the Enlarged Group will also be
able to establish its market presence in Hangzhou.

No material impact on cashflow

The Hada Consideration is an interest-free convertible bond and that the completion
of the Hada Acquisition will be conditional on the settlement of all accounts receivables
and payables and bank borrowings of the Hada Target Group. As such, the Hada
Acquisition is not expected to cause a material impact to the cash flow of the Company
post the Hada Completion. For the Hangzhou Acquisition, since the Hangzhou
Acquisition is proposed to be financed by the proceeds from the Rights Issue, no material
impact on the cash flow of the Company is expected.

Please also refer to the paragraph headed “N. Prospects of the Enlarged Group” in
this section for further benefits of the Acquisitions.

In light of the above, the Directors (excluding all the independent non-executive
Directors whose views are contained in the section headed “Letter From the Independent
Board Committee” of this circular), and with interested Directors and their associate(s)
abstaining, are of the view that the terms of the Acquisition Agreements are on normal
commercial terms, in the ordinary course of business, and in the interests of the Group,
the Company and the Shareholders as a whole.

I. DISCONTINUED CONNECTED TRANSACTIONS

Reference is made to the announcement dated 9 June 2015, the circular of the Company
dated 29 June 2015 and the completion announcement dated 27 July 2015 in relation to the
acquisition of the entire share capital of Yield Smart.

On 9 June 2015, New Amuse (as lessor) entered into the Framework Lease Agreement
with Yield Smart (as lessee), pursuant to which Yield Smart procured the PRC Operating
Companies to enter into certain leasing agreements with their relevant PRC Landlord Entities
in respect of the leasing of properties (including land and buildings) in the PRC to facilitate
the operation of the Markets by the PRC Operating Companies.

In connection with the acquisition of the operations of the Markets completed on 27 July
2015, Harbin Hada (as licensor) and Harbin Dili (as licensee), entered into the Trademark
Licensing Agreement, pursuant to which the licensor granted to the licensee the right to use
certain trademarks registered in the name of the licensor in the PRC for a term of 20 years at
nil consideration.
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As a result from the Hada Acquisition, the Framework Lease Agreement and all related
leases entered into under the Framework Lease Agreement, and the Trademark Licensing
Agreement will no longer be required and will be terminated upon Hada Completion.
Accordingly, the continuing connected transactions associated with the Framework Lease
Agreement and the Trademark Licensing Agreement will be discontinued.

J.  IMPLICATIONS UNDER THE LISTING RULES

As some of the applicable percentage ratios (as defined under the Listing Rules) by
aggregating the Hada Acquisition and Hangzhou Acquisition exceed 100%, the Acquisitions
constitute a very substantial acquisition for the Company under the Listing Rules.

In addition, as New Amuse is a substantial shareholder of the Company and indirectly
wholly-owned by Ms. Zhang, a non-executive Director, New Amuse is a connected person of
the Company under the Listing Rules. Accordingly, the Hada Acquisition and transactions
contemplated thereunder also constitute a connected transaction of the Company and are
subject to the reporting, announcement and Independent Shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

As the Hangzhou Acquisition and the Hada Acquisition were negotiated at around the
same time, for enhanced corporate governance, the Company accepts to treat the Hangzhou
Acquisition as a connected transaction on a voluntary basis. The Hangzhou Acquisition will be
put forward to the EGM for Independent Shareholders’ approval.

Based on the above, Mr. Dai and his associates, and New Amuse, will abstain from voting
on the resolution(s) approving the Acquisitions at the EGM.

K. SPECIFIC MANDATE TO INCREASE IN AUTHORISED SHARE CAPITAL

As at the Latest Practicable Date, the authorised share capital of the Company was
HK$800,000,000 divided into 80,000,000,000 Shares, of which 43,966,100,439 were in issue
and fully paid. The Board proposes to seek a Specific Mandate from the Shareholders at the
EGM to increase the existing authorised share capital to HK$1,500,000,000 divided into
150,000,000,000 Shares by the creation of an additional 70,000,000,000 Shares of HK$0.01
each, which will rank pari passu with all existing Shares.
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Notes:

()

@)

(3)

)

(5)

(6)

Super Brilliant, Wealthy Aim and Gloss Season are wholly-owned by Mr. Dai.

Mr. Dai is personally interested in 153,900,000 Shares, together with his interest through Super
Brilliant, Gloss Season Limited and Wealthy Aim, Mr. Dai is interested in (directly and indirectly)
16,300,800,132 Shares in aggregate, amounting to approximately 37.08% of the total issued shares of
the Company as at the date of this circular.

New Amuse is wholly-owned by Ms. Zhang, the spouse of Mr. Dai.

The independent investors are corporate investors and investment funds, which are Independent Third
Parties. Prior to a restructuring exercise of New Amuse and its ultimate shareholders (“New Amuse
Restructuring”), the independent investors were the ultimate shareholders of New Amuse. In the New
Amuse Restructuring, New Amuse transferred to the independent investors 6,000,000,000 Shares in
aggregate, amounting to approximately 13.65% of the total issued Shares and as a result, New Amuse
itself is interested in 6,243,902,439 Shares in aggregate, amounting to approximately 14.20% of the
total issued Shares.

This scenario is set out for illustrative purpose only. The conversion rights of New Amuse under the
Convertible Bond are subject to, inter alia, the Company complying the minimum public float
requirement under the Listing Rules and that no general offer obligation is triggered or such obligation
is otherwise waived by the SFC. Hence, only partial conversion rights may be exercised in practice
upon completion of the Hada Acquisition and the Rights Issue.

This scenario is set out for illustrative purpose only. In practice, New Amuse is bound by the
conversion conditions under the terms of the Convertible Bond and may only partially convert the
Convertible Bond into such number of conversion shares that no general offer obligation is triggered,
beyond which, it may not convert any further without first obtaining a waiver from the SFC.

Any discrepancies in the above table between totals and sums of figures are due to rounding.

M. FINANCIAL EFFECT OF THE ACQUISITIONS

Upon completion of the Acquisitions, the Hada Target Group and the Hangzhou Target
Group will become wholly-owned subsidiaries of the Company and the financial results of the
Hada Target Group and the Hangzhou Target Group will be consolidated into the accounts of
the Group. Please refer to Appendix VI to this circular for more information on the basis of
preparation of the unaudited pro forma consolidated financial information of the Enlarged

Group.
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Earnings

As set out in the Accountants’ Reports on historical financial information of the
Hada Target Group and Hangzhou Target Group in Appendices IV and V to this circular,
the revenue and net loss after taxation of the Hada Target Group and Hangzhou Target
Group combined for the year ended 31 December 2017 were approximately RMB1.3
billion and approximately RMB97.8 million, respectively.

Assets and Liabilities

Based on the unaudited pro forma financial information as set out in Appendix VI to
this circular, assuming that the Hada Completion and Hangzhou Completion had taken
place on 31 December 2017, the total assets of the Group would have increased from
approximately RMBS8.8 billion to approximately RMB19.7 billion on a pro forma basis,
the total liabilities of the Enlarged Group would have increased from approximately
RMB1.9 billion to approximately RMB7.6 billion on a pro forma basis, the net assets of
the Enlarged Group would have increased from RMB6.9 billion to RMB12.0 billion.

N. PROSPECTS OF THE ENLARGED GROUP

The Hada Acquisition will enable the Company to achieve a potential expansion in space,
scale and upgrading of the Markets, which can only be achieved by the Company as a landlord
in both the hardware and software of the Markets. Furthermore, by investing and upgrading in
these land and properties, the Company can potentially generate more commission income and
rental income from the lease of space in the Markets and higher commission income from the
enhanced operations. The Hada Acquisition is expected to bring in the benefits of integration
of land and properties with operating companies of the Markets to Shareholders. The Hangzhou
Acquisition will allow the Enlarged Group to grow its agricultural market business and expand
its geographical reach to Hangzhou in the PRC where the Group does not currently have a
market presence.

In the first policy statement released by the PRC Government in 2018, a new policy on
agriculture industry emphasised on “rural revitalization strategy” was proposed as one of the
major aspects in developing a modernized economy. During the National People’s Congress of
the PRC and the Chinese People’s Political Consultative Conference held in March 2018, the
theme ‘‘rural revitalization strategy” was further emphasised and discussed widely including
the modernisation of rural economy and improving the competitiveness of the agriculture
industry. With the support from the PRC Government, the Board believes that the agriculture
industry overall and any ancillary industries will become a hotspot for investments in the near
and medium term. Given the Group’s long history and experience in the operation of
agriculture wholesale markets, the Board believes that agriculture wholesale markets will
continue to play an important role in the value chain of the agriculture industry in China and
therefore present good opportunities for the Group.

O. INDEPENDENT BOARD COMMITTEE AND INDEPENDENT FINANCIAL
ADVISER

The Independent Board Committee comprising Mr. Fan Ren-Da, Anthony, Mr. Wang
Shengli, Mr. Wang Yifu, Mr. Leung Chung Ki and Mr. Tang Hon Man, being all the
independent non-executive Directors, has been formed to advise the Independent Shareholders
on matters in relation to the Acquisitions.

The Company has, with the approval of the Independent Board Committee, appointed
Grand Moore as the independent financial adviser in accordance with the requirements under
the Listing Rules to advise the Independent Board Committee on matters in relation to the
Acquisitions.
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P. RESPONSIBILITY STATEMENT

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

Q. EGM

A notice of the EGM to be held at 3:00 p.m., on Friday, 20 July 2018 is set out on pages
EGM-1 of this circular for the purpose of considering and for the Independent Shareholders, if
thought fit, to approve, among others, (i) the Hada Acquisition Agreement and transactions
contemplated thereunder and the proposed grant of the Specific Mandate, and (ii) the
Hangzhou Acquisition Agreement and the transactions contemplated thereunder; and for the
Shareholders to consider, and, if thought fit, to approve, the proposed increase in authorised
share capital of the Company.

A form of proxy for use at the EGM is enclosed. Whether or not you intend to attend the
EGM, you are requested to complete the accompanying form of proxy in accordance with the
instructions printed thereon and return the same to the branch share registrar and transfer office
in Hong Kong, Computershare Hong Kong Investor Services Limited at Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong as soon as
possible but in any event not less than 48 hours before the time appointed for the holding of
the EGM or any adjournment thereof. Completion and return of the proxy form shall not
preclude you from attending, and voting in person at the EGM or any adjournment thereof if
you so desire and, in such event, the instrument appointing a proxy will be deemed to be
revoked.

In order to determine the list of shareholders who will be entitled to attend and vote at the
EGM, the register of members of the Company will be closed for registration of transfer of
Shares from 18 July 2018 to 20 July 2018 (both days inclusive) during which period no
transfer of Shares will be effected. Shareholders whose names appear on the register of
members of the Company on 20 July 2018 shall be entitled to attend and vote at the EGM. In
order for the Shareholders to qualify for attending and voting at the EGM, all transfer
documents, accompanied by the relevant Share certificates, should be lodged for registration
with Computershare Hong Kong Investor Services Limited, the Company’s branch share
registrar and transfer office in Hong Kong, at 17M Floor, Hopewell Centre, 183 Queen’s Road
East, Wan Chai, Hong Kong on or before 4:30 p.m., 17 July 2018.
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R. VOTING AT THE EGM AND THE BOARD MEETINGS

Mr. Dai (the Controlling Shareholder and the spouse of Ms. Zhang) and his associates and
New Amuse will abstain, and any person who has a material interest in the Hada Acquisition,
the proposed grant of the Specific Mandate and the Hangzhou Acquisition is required to
abstain, from voting on the relevant resolutions for approving the Acquisitions at the EGM.

Voting at the EGM will be conducted by poll.

None of the Directors (other than Mr. Dai, Ms. Zhang, Mr. Dai Bin, the son of Mr. Dai
and Ms. Zhang, and Mrs. Hawken) was in any way materially interested in the Hada
Acquisition and the proposed grant of Specific Mandate and accordingly, none of the Directors
(other than Mr. Dai, Ms. Zhang, Mr. Dai Bin and Mrs. Hawken who have abstained) abstained
from voting on the relevant Board resolution(s) in the Board meeting. None of the Directors
was in any way materially interested in the Hangzhou Acquisition and none of the Directors
(other than Mr. Dai, Ms. Zhang, Mr. Dai Bin and Mrs. Hawken who have voluntarily
abstained) have abstained from voting on the relevant Board resolution(s) in the Board
meeting.

S. RECOMMENDATIONS

The Independent Board Committee, having considered the terms and conditions of (i) the
Hada Acquisition Agreement (including the Convertible Bond) and the transactions
contemplated thereunder and the proposed grant of the Specific Mandate; and (ii) the
Hangzhou Acquisition Agreement and the transactions contemplated thereunder and after
taking into account the advice from the Independent Financial Adviser, considers that the
Acquisitions are fair and reasonable, on normal commercial terms or better, and are in the
ordinary and usual course of business of the Company and in the interests of the Company and
the Shareholders as a whole.

The Directors accordingly recommends that the Independent Shareholders to vote in
favour of the resolutions to be proposed at the EGM to approve the Hada Acquisition
(including the Convertible Bond), the Specific Mandate and the Hangzhou Acquisition.

The text of the letter from the Independent Board Committee containing its
recommendation to the Shareholders is set out on pages 39 to 40 of this circular.

The text of the letter from the Independent Financial Adviser, containing its advice to the
Independent Board Committee and the Independent Shareholders with regard to the Hada
Acquisition (including the Convertible Bond), the Specific Mandate and the Hangzhou
Acquisition and the principal factors and reasons which it has taken into account in arriving at
its advice, is set out on pages 41 to 81 of this circular.
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T. FURTHER INFORMATION

Your attention is drawn to other sections of and appendices to this circular, which contain
further information on the Group, the Hada Target Group, the Hangzhou Target Group and the
Enlarged Group and other information required to be disclosed under the Listing Rules.

U. WARNING

The Acquisitions are subject to a number of conditions including approvals by the
Shareholders at the EGM and the approval from the Stock Exchange, which may or may not be
fulfilled. In the event that any of the conditions to the completion of the Acquisitions is not
fulfilled, the Acquisition Agreements will not become unconditional and the Acquisitions will
not proceed.

SHAREHOLDERS OF THE COMPANY AND POTENTIAL INVESTORS SHOULD
EXERCISE CAUTION WHEN THEY DEAL OR CONTEMPLATE DEALING IN THE
SHARES OR OTHER SECURITIES (IF ANY) OF THE COMPANY.

Yours faithfully,
For and on behalf of the Board of
Renhe Commercial Holdings Company Limited
Dai Yongge
Chairman
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O
Renhe Commercial Holdings Company Limited

ANMBEEREBER QA

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 1387)

29 June 2018

To the Independent Shareholders

Dear Sir or Madam,

(1) VERY SUBSTANTIAL ACQUISITION AND
CONNECTED TRANSACTION;

(2) PROPOSED INCREASE IN AUTHORISED SHARE CAPITAL;
(3) PROPOSED GRANT OF SPECIFIC MANDATE FOR
THE CONVERSION SHARES;

AND
(4) NOTICE OF EGM

We refer to the circular dated 29 June 2018 issued by the Company of which this letter
forms part of (the “Circular”). Capitalised terms used in this letter shall have the same
meaning as those defined in the Circular unless otherwise specified.

We have been authorized by the Board to form the Independent Board Committee to
consider and advise the Independent Shareholders in respect of the Acquisitions and the
transactions contemplated thereunder, details of which are set out in the section headed “Letter
from the Board” contained in the Circular.

We wish to draw your attention to the letter from the Board set out on pages 10 to 38 of
the Circular and the letter of advice from Grand Moore, the independent financial adviser
appointed to advise the Independent Board Committee on the terms of the Acquisitions set out
on pages 41 to 81 of the Circular.

*  For identification purposes only

— 30 —



LETTER FROM THE INDEPENDENT BOARD COMMITTEE

Having considered, among other matters, the factors and reasons considered by, and the
opinion of Grand Moore as stated in its letter of advice, we consider that the terms and
conditions of the Hada Acquisition Agreement (including the Convertible Bond) and
transactions contemplated thereunder and the proposed grant of the Specific Mandate; and (ii)
the Hangzhou Acquisition Agreement and the transactions contemplated thereunder are on
normal commercial terms or better, fair and reasonable, in the ordinary and usual course of
business of the Company and in the interests of the Company and the Shareholders as a whole.

Accordingly, we recommend the Independent Shareholders to vote in favor of the
resolution(s) to be proposed at the EGM in respect of the Acquisitions.

Yours faithfully,

for and on behalf of the
Independent Board Committee
Renhe Commercial Holdings Limited
Fan Ren-Da, Anthony
Wang Shengli
Wang Yifu
Leung Chung Ki
Tang Hon Man
Independent non-executive Directors
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The following is the full text of the letter of advice to the Independent Board Committee
from the Independent Financial Adviser dated 29 June 2018 prepared for the purpose of
incorporation in this circular.

Unit 1607, 16/F, Silvercord Tower 1,
30 Canton Road, Tsim Sha Tsui,
Kowloon, Hong Kong

e hRAAAMRAA
7 J892 ' Grand Moore Capital Limited

29 June 2018

To the Independent Board Committee and
the Independent Shareholders of
Renhe Commercial Holdings Company Limited

Dear Sirs,

VERY SUBSTANTIAL ACQUISITION AND
CONNECTED TRANSACTION

INTRODUCTION

We refer to our engagement by the Company to advise the Independent Board Committee
and the Independent Shareholders in respect of the Hada Acquisition (including the issue of the
Convertible Bond) and the Hangzhou Acquisition (collectively the ‘“Transactions’), the
particulars of which have been set out in a circular to the Shareholders dated 29 June 2018 (the
“Circular”) and in which this letter is reproduced. Unless the context requires otherwise,
terms used in this letter shall have the same meanings as given to them in the Circular.

Grand Moore Capital Limited has been appointed as the Independent Financial Adviser to
the Independent Board Committee and the Independent Shareholders to (i) give our
recommendation as to whether the terms of the Transactions are fair and reasonable so far as
the Independent Shareholders are concerned and on normal commercial terms; (ii) give our
recommendations as to whether the Transactions are in the interest of the Company and the
Shareholders as a whole; and (iii) advise the Independent Shareholders on how to vote at the
EGM. Details of the reasons for entering into the Transactions are set out in the section headed
“Letter from the Board” in the Circular (the “Board Letter’).

On 5 June 2018 and after trading hours, Yield Smart (a wholly-owned subsidiary of the
Company) entered into the Hada Acquisition Agreement with New Amuse under which it
conditionally agreed to acquire and New Amuse conditionally agreed to sell the entire issued
share capital of the Hada Target Company. The Hada Target Group holds the land and
properties on which the Markets of the Group operate. The consideration for the Hada
Acquisition is RMB5.4 billion (equivalent to approximately HK$6.5 billion), which shall be
satisfied by the issuance of the Convertible Bond by the Company. Furthermore, on 5 June
2018 and after trading hours, Yield Smart entered into the Hangzhou Acquisition Agreement
with the Hangzhou Vendor under which it conditionally agreed to acquire and the Hangzhou
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Vendor conditionally agreed to sell the entire issued share capital of the Hangzhou Target
Company. The consideration for the Hangzhou Acquisition is HK$1.47 billion (equivalent to
approximately RMB1.223 billion), which shall be satisfied by cash.

As some of the applicable percentage ratios (as defined under the Listing Rules) by
aggregating the Hada Acquisition and Hangzhou Acquisition exceed 100%, the Acquisitions
constitute a very substantial acquisition for the Company under the Listing Rules.

In addition, as New Amuse is a substantial shareholder of the Company and indirectly
wholly-owned by Ms. Zhang, a non-executive Director, New Amuse is a connected person of
the Company under the Listing Rules. Accordingly, the Hada Acquisition and transactions
contemplated thereunder also constitute a connected transaction of the Company and are
subject to the reporting, announcement and Independent Shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

As the Hangzhou Acquisition and the Hada Acquisition were negotiated at around the
same time, for enhanced corporate governance, the Company accepts to treat the Hangzhou
Acquisition as a connected transaction on a voluntary basis. The Hangzhou Acquisition will be
put forward to the EGM for Independent Shareholders’ approval.

Mr. Dai and his associates, and New Amuse, will abstain from voting on the resolution(s)
approving the Acquisitions at the EGM.

OUR INDEPENDENCE

As at the Latest Practicable Date, we were not connected with the Company or any of
their respective substantial shareholders, directors or chief executives, or any of their
respective associates and accordingly, are considered suitable to given independent advice to
the Independent Board Committee and the Independent Shareholders in respect of the
Transactions. In the last two years, we have not acted as any financial adviser role to the
Company. Apart from normal professional fees paid or payable to us in connection with the
current appointment as the Independent Financial Adviser, no arrangements exist whereby we
had received or will receive any fees or benefits from the Company, its subsidiaries or their
respective controlling shareholders that could reasonably be regarded as relevant to our
independence. Accordingly, we consider that we are independent to act as the Independent
Financial Adviser in respect of the Transactions.

BASIS OF ADVICE

In formulating our opinion to the Independent Board Committee and the Independent
Shareholders, we have relied on the statements, information, opinions and representations
contained or referred to in the Circular and the information and representations as provided to
us by the Directors and the management of the Company including the Business Valuation
Report (as defined below). We have assumed that all information and representations that have
been provided by the Directors and the management of the Company, for which they are solely
and wholly responsible, are true and accurate at the time when they were made and continue to
be so as at the Latest Practicable Date, and should there be any material changes to our opinion
after the Latest Practicable Date, Shareholders would be notified as soon as possible. We have
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also assumed that all statements of belief, opinion, expectation and intention made by the
Directors in the Circular were reasonably made after due enquiry and careful consideration. We
have no reason to suspect that any material facts or information have been withheld or to doubt
the truth, accuracy and completeness of the information and facts contained in the Circular, or
the reasonableness of the opinions expressed by the Company, its advisers and/or the Directors,
the management of the Company (where applicable), which have been provided to us. The
Directors have confirmed that, to the best of their knowledge, they believe that no material fact
or information has been omitted from the information supplied to us and that the
representations made or opinions expressed have been arrived at after due and careful
consideration and there are no other facts or representations the omission of which would make
any statement in the Circular, including this letter, misleading.

We consider that we have taken sufficient and necessary steps on which to form a
reasonable basis and an informed view for our opinion in compliance with Chapter 14A of the
Listing Rules.

The Directors collectively and individually accept full responsibility for the accuracy of
the information contained in the Circular and confirm, having made all reasonable inquiries,
that to the best of their knowledge, opinions expressed in the Circular have been arrived at
after 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.

We, as the Independent Financial Adviser, take no responsibility for the contents of any
part of the Circular, save and except for this letter of advice. We consider that we have been
provided with sufficient information to reach an informed view and to provide a reasonable
basis for our opinion. We have not, however, carried out any independent verification of the
information, opinions or representations given or made by or on behalf of the Company and the
Business Valuation Report (as defined below), nor conducted any independent in-depth
investigation into the business affairs, assets and liabilities or future prospects of the Company,
the Hada Target Group, the Hangzhou Target Group, their respective subsidiaries or associates
(if applicable) or any of the other parties involved in the Acquisitions, nor have we considered
the taxation implication on the Group or the Shareholders as a result of the Acquisitions. The
Company has been separately advised by its own professional advisers with respect to the
Acquisitions and the preparation of the Circular (other than this letter).

We have assumed that the Acquisitions will be consummated in accordance with the terms
and conditions set forth in the Circular without any waiver, amendment, addition or delay of
any terms or conditions. We have assumed that in connection with the receipt of all the
necessary governmental, regulatory or other approvals and consents as required for the
Acquisitions, no delay, limitation, condition or restriction will be imposed that would have a
material adverse effect on the contemplated benefits expected to be derived from the
Acquisitions. In addition, our opinion is necessarily based on the financial, market, economic,
industry-specific and other conditions as they existed on, and the information made available to
us as at the Latest Practicable Date.

In the event of inconsistency, the English text of this letter shall prevail over the Chinese
translation of this letter.
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PRINCIPAL FACTORS CONSIDERED

In arriving at our opinion in relation to the Transactions, we have taken into consideration
the following factors:

1. Background information on the Group

As stated in the Board Letter, the Company and its subsidiaries are principally
engaged in business operations of seven agricultural produce markets in six cities in the
PRC namely Shouguang, Guiyang, Harbin, Qiqihar, Mudanjiang and Shenyang. The
Markets are engaged in the wholesaling and distribution of primarily vegetables and also
fruits, seafood, meat, grain and oil and other food produce. Certain summary financial
information of the Group as extracted from the Company’s latest published financial
statements, i.e. its annual report for the year ended 31 December 2017 (the ‘“Annual
Report™) is set out below.

Year ended 31 December

2017 2016

RMB’000 RMB’000

(audited) (audited)

Revenue (continuing operation) 988,112 1,001,765

(Loss) attributable to equity shareholders of (127,050) (14,583,909)
the Company

As at 31 December

2017 2016

RMB’000 RMB’000

(audited) (audited)

Total assets 8,808,396 10,490,669

Total liabilities 1,871,518 3,525,483

Net assets attributable to equity shareholders 6,936,878 6,965,186
of the Company

During the year ended 31 December 2017, the Company recorded consolidated
revenue of approximately RMB988,112,000, representing an approximately 1.4% decrease
over the consolidated revenue of approximately RMB1,001,765,000 generated in the year
ended 31 December 2016. Furthermore, the Company recorded consolidated loss
attributable to equity shareholders of the Company of approximately RMB127,050,000
for the year ended 31 December 2017 compared with consolidated loss attributable to
equity shareholders of the Company of approximately RMB14,583,909,000 for the year
ended 31 December 2016. As per note 20 to the financial statements set out in the Annual
Report, the substantial losses incurred during the year ended 31 December 2016 was
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mainly the result of loss from discontinued operation in the amount of approximately
RMB14,513,350,000 which arose out of the disposal of the Company’s shopping mall
segment which was completed in July 2016.

As at 31 December 2017, the Company had consolidated total assets, total liabilities
and net assets attributable to equity shareholders of the Company of approximately
RMBS,808,396,000, RMB1,871,518,000 and RMB6,936,878,000 respectively.

Reference is made to the Company’s circular (the “2015 Circular’) dated 29 June
2015 issued in connection with (i) the 2015 Transaction in relation to the acquisition of
the underlying business operations of the Markets which constituted a very substantial
acquisition and connected transaction for the Company; and (ii) continuing connected
transaction in relation to the Framework Lease Agreement. Under the 2015 Transaction,
the Company has acquired principally the PRC Operating Companies which undertake the
business operations of the Markets from New Amuse, at a consideration of HK$6.5
billion. The 2015 Transaction was completed on 27 July 2015 as per the Company’s
announcement of the same date and the Company has been undertaking the business
operations of the Markets since then. Under the existing business model as at the Latest
Practicable Date, the Group operates the Markets through the PRC Operating Companies
of the Group on land and properties which are currently leased from the substantial
shareholder of the Company, New Amuse, by way of the Framework Lease Agreement.
New Amuse owns such land and properties indirectly through the PRC Landlord Entities.
For reasons and benefits of the Acquisitions, please refer to section 4 of this letter below.

2. Background information of the Hada Target Group and Hangzhou Target
Group

2.1 Information of the Hada Target Group

As per the Board Letter, the Hada Target Group comprises nine PRC Landlord
Entities which together hold the land and properties for the operation of the seven
Markets. Set out below is the nature and details of the land and properties held by
the Hada Target Group:

Approximate Approximate Nature of

Market Location GFA site area land use

(sq.m.) (sq.m.)

China Shouguang Shouguang City, 550,000 1,120,000 Wholesale, retail
Agricultural Shandong and storage
Produce province
Logistics Park

Harbin Hada Harbin City, 220,000 130,000 Commercial,
Agricultural Heilongjiang storage and
Produce Market province office, etc.
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Market

Shenyang
Shouguang Dili
Agricultural By-
Products
Markets

Qiqihar Hada
Agricultural
Produce Market

Harbin Youyi
Agricultural
Produce Market

Muda International
Agricultural
Produce
Logistics Park

Guiyang
Agricultural
Produce
Logistics Park

Set out below are selected consolidated financial information of the Hada

Location

Shenyang City,
Liaoning
province

Qigihar City,
Heilongjiang
province

Harbin City,
Heilongjiang
province

Mudanjiang City,
Heilongjiang
province

Guiyang City,
Guizhou
province

Approximate

GFA
(sq.m.)

270,000

40,000

10,000

170,000

190,000

Approximate

site area
(sq.m.)

210,000

70,000

3,000

170,000

170,000

Nature of
land use

Wholesale, retail
and storage

Public services,
storage and
office

Commercial and
storage

Wholesale, retail
and storage

Commercial,
market and
storage

Target Group as extracted from Appendix IV titled “Accountants’ Report on the
Hada Target Group” in the Circular.

Revenue

Profit/(loss) after

taxation

Year ended 31 December

RMB’000

2016
RMB’000
(audited)

102,852

(238,979)

2017
RMB’000

(audited)

99,523

(53,635)

As at 31 December 2017, the Hada Target Group had consolidated total assets,

total liabilities and net liabilities

RMB22,846,499,000 and RMB2,634,533,000 respectively.
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In connection with the historical loss-making position of the Hada Target
Group, we have made reference to the 2015 Circular. In particular, we note from
page 85 of the 2015 Circular that the Company’s then independent financial adviser
has made the observation that: “JLL (i.e. Jones Lang LaSalle Corporate Appraisal
and Advisory Limited, the then valuer) considered that the level of the annual rent as
stipulated in the Framework Lease Agreement was below the fair market rental. In
fact, the fair market rental during the term of the Framework Lease Agreement, on
an annual basis, represent a range of 6.7 times to 11.3 times of the corresponding
annual rent as stipulated in the Framework Lease Agreement.” Given that the
Framework Lease Agreement was entered into between New Amuse (as lessor) and
Yield Smart (as lessee) with the land and properties for the Markets being held by
the PRC Landlord Entities which are within the Hada Target Group, it follows that
the favourable rental arrangement (to Yield Smart) under the Framework Lease
Agreement has resulted in the Hada Target Group receiving rental income that is
substantially less than what the market would have otherwise commanded.
Accordingly, we are of the view that the historical financial results of the Hada
Target Group presented above are not representative of the actual performance of the
Hada Target Group had it been able to charge market rental income as its main
revenue source.

In respect of the net liabilities position of the Hada Target Group in the amount
of RMB2,634,533,000 as at 31 December 2017, we note from the Board Letter that
accounts receivables from and payables to New Amuse and its associates will be
settled by way of loan capitalization and bank borrowings of the Hada Target Group
will also be settled prior to Hada Completion, and it is expected that the Hada Target
Group will have a net asset position immediately prior to Hada Completion and its
net asset value is expected to be approximately RMB824 million (equivalent to
approximately HK$993 million) (the “Expected Hada NAV”) immediately prior to
the Hada Completion.

Please refer to the section headed ‘“Management’s discussion and analysis of
financial condition and results of operations of the Hada Target Group” in Appendix
II to the Circular for further discussion on the financial information of the Hangzhou
Target Group.

2.2 Information on the Hangzhou Target Group

It is stated in the Board Letter that the Hangzhou Target Group comprises the
Hangzhou Target Company, Huge Surplus, Hangzhou Zhaorong, Hangzhou Honghui
and their subsidiaries and associate. The Hangzhou Target Group holds and controls:

(i) the entire equity interest in Hangzhou Zhaorong, which in turn holds 80%
equity interest in Hangzhou Fruit-products, which holds 100% in
Hangzhou Fruit-wholesale, 52% in Pinghu Dongxing which in turn holds
47.99% in Pinghu Agricultural Wholesale and 55.91% in Hangzhou Jiaqu,
which in turn holds 35.77% in Hangzhou Changhai. Hangzhou Fruit-
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wholesale operates a fruit market in Hangzhou, the PRC and Pinghu
Agricultural Wholesale operates an agricultural produce and food market
in Pinghu City, the PRC; and

(ii) the entire equity interest in Hangzhou Honghui which in turn holds and
controls 100% equity interest in Hangzhou Vegetable and Hangzhou
Vegetable Logistics, which operate a vegetable market in Hangzhou, the
PRC; 42.09% in Hangzhou Jiaqu; 65% in Shanghai Tongyuan and 64.23%
(of which 1.88% is held through Shanghai Tongyuan) in Hangzhou
Changhai, which operates a seafood market in Hangzhou, the PRC; 35% in
Hangzhou Owl which is held by Hangzhou Changhai; and 100% in
Hangzhou Dili.

It is noted that Appendix V to the Circular has set out the accountants’ reports
on the individual companies comprising the Hangzhou Target Group. As no
combined or consolidated financials of the Hangzhou Target Group are presented in
Appendix V to the Circular, we have extracted from the Board Letter the following
selected financial information of the Hangzhou Target Group which is based on the
combined audited accounts of the Hangzhou Target Group for the two years ended
31 December 2017.

Year ended 31 December

2016 2017

RMB’000 RMB’000

(audited) (audited)

Net profits before taxation 46,852 119,225
Net profits after taxation 9,164 84,328

The combined net asset value of Hangzhou Changhai, Hangzhou Honghui and
Hangzhou Zhaorong as at 31 December 2017 was approximately RMB1,098,569,000.
The property valuation by the Independent Professional Property Valuer of the land
and properties of the Hangzhou Target Group as at 31 March 2018 is approximately
RMBI1.8 billion (equivalent to approximately HK$2.2 billion). As per the
reconciliation statement set out in the section headed “G. Reconciliation of the
valuation of properties” in the Board Letter, the Hangzhou Target Group is expected
to record a revaluation loss of approximately RMB87,906,000 as a result of the
aforementioned property valuation on the land and properties held by the Hangzhou
Target Group. Based on such revaluation loss, we have arrived at an adjusted
combined net asset value of the Hangzhou Target Group (the ‘“Hangzhou Adjusted
NAV”) of approximately RMB1,010,663,000 which in our opinion better reflects the
underlying value of the Hangzhou Target Group within the context of the Hangzhou
Acquisition.
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Please refer to the section headed ‘“Management’s discussion and analysis of
financial condition and results of operations of the Hangzhou Target Group” in
Appendix III to the Circular for further discussion on the financial information of the
Hangzhou Target Group.

2.3 The business valuations on Hada Target Group and Hangzhou Target Group

Reference is made to the business valuation report (the “Business Valuation
Report”) on 100% equity interests in the Hada Target Group and the PRC Operating
Subsidiaries (i.e. inclusive of both the underlying land and property assets (the
Markets held by the PRC Landlord Entities) and the business operated by the PRC
Operating Entities previously purchased by the Group in the 2015 Transaction) and
the Hangzhou Target Group as compiled by BMI Appraisals as set out in Appendix
VII to the Circular. As per the Business Valuation Report, BMI Appraisals has
adopted the market approach as it was considered “to be the most appropriate
valuation approach in the valuation, as it is the most direct valuation approach
which reflects the value obtained as a result of a consensus of what others in the
market place have judged it to be.” The Business Valuation Report further explains
that the EV/EBITDA multiple has been adopted for the guideline company method
under the market approach “since it excludes depreciation and amortization and
includes the short-term and long-term debts in calculation.” It is noted that after
arriving at the EV of the Hada Target Group and the Hangzhou Target Group based
on the EV/EBITDA multiple, BMI Appraisals has arrived at the “equity value” of
the respective companies using the following formula based on the definition of EV:

EV = equity value + value of preferred equity + value of debt + minority interest — cash

In view that the above formula is the standard definition of EV and that the
Business Valuation Report is compiled pursuant to the applicable valuation standard,
we consider the adding back of the PRC Operating Companies’ cash of
approximately RMB691.2 million (equivalent to approximately HK$832.8 million
and which the Group already owns) as stated on page VII-21 of the Business
Valuation Report to compute the “equity value” as part of the steps to arrive at the
final valuation of the business and operations plus ownership of land and properties
of the Markets is fair and reasonable.

With regards to the Business Valuation Report, we have complied with the
requirements under note 1(d) to Rule 13.80 of the Listing Rules and paragraph 5.3 of
the Corporate Finance Adviser Code of Conduct and conducted, amongst others, the
following works: (i) discuss with the staff of BMI Appraisals regarding the
methodology used and principal bases and assumptions adopted in the Business
Valuation Report; (ii) assess the experience and expertise of the signatory of the
Business Valuation Report; (iii) inquire on any current or prior relationship between
BMI Appraisals and the Company, the Vendors and their core connected persons;
(iv) review BMI Appraisals’ engagement letter in respect of the Business Valuation
Report; and (v) obtain information on BMI Appraisals’ past track record on other
business valuations. Based on the aforementioned works, we are of the view that (i)
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the valuation methodologies and the principal bases and assumptions adopted by
BMI Appraisals are fair and reasonable; (ii) the scope of work of BMI Appraisals is
appropriate; and (iii) BMI Appraisals and the signatory of the Business Valuation
Report together have sufficient qualification, experience and expertise, and are
competent to provide the Business Valuation Report.

As per the Business Valuation Report, the market values as at 28 February 2018
in: (i) the Hada Target Group and the PRC Operating Subsidiaries (i.e. inclusive of
both the underlying land and property assets (the Markets held by the PRC Landlord
Entities) and the business operated by the PRC Operating Entities previously
purchased by the Group in the 2015 Transaction) were RMB12,000,000,000 (the
“Hada and PRC Operating Entities Business Valuation”); and (ii) the Hangzhou
Target Group were RMB1,900,000,000 (the ‘“Hangzhou Business Valuation™).

Overview of the agricultural sector in the PRC
3.1 Regulatory overview

Modernization of the Chinese agriculture sector has been an enduring theme
throughout the PRC for the past decade. The “three rural issues”, namely issues
relating to agriculture, rural areas and rural people remained as the fundamental task
to be addressed by the PRC Government. The 13th Five-Year Plan released by the
Chinese State Council in 2016 set goals for agricultural modernization by 2020, and
the PRC has been undergoing numerous reforms since then to improve the quality,
profitability and safety of the sector, including but not limited to the implementation
of additional subsidy regimes for low income farmers, promoting the integration of
agriculture and e-commerce and supporting seed technology R&D and quality
control.

The first policy statement released by the PRC Government in 2018 continues
to focus on agricultural and rural issues and sets rural revitalization as top priority
for the PRC in the coming years. The PRC Government aims to foster rural
revitalization through improving grain productivity, promoting agricultural trade and
facilitating the construction of futures and options markets for agricultural
commodities. Major policy measures include, among others, strengthening domestic
support to farmers to promote intensive and value-added productivity growth and
building connections with Belt and Road trading partners to increase agricultural
trade volume. The agricultural industry and ancillary industries such as markets for
agricultural products are expected to achieve prosperity under the favorable policy in
place for rural revitalization.

3.2 Market overview

Upon the completion of Hada Acquisition and Hangzhou Acquisition, the
Enlarged Group will operate a total of ten agricultural produce markets across the
PRC, covering wide variety of agricultural produce including fruit, vegetable, grain
and oil, seafood, meat and other agricultural food produce, locating at Shouguang,
Shandong; Guiyang, Guizhou; Harbin, Mudanjiang and Qiqihar, Heilongjiang;
Shenyang, Liaoning; and Hangzhou, Zhejiang.

The PRC agricultural industry has experienced a rapid growth in recent years

under the continuous economic development and agricultural modernization in the
PRC.
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Gross output value of agriculture

Gross output of agriculture in the PRC
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Source: National Bureau of Statistics of China and http://www.chyxx.com/(* 5 = 25 E4H)

There has been a consistent upward trend in the gross output value of
agriculture in the PRC since 2010, the gross output value of agriculture increased
from approximately RMB3,694 billion in 2010 to RMB6,172 billion in 2017,
representing a compound annual growth rate (“CAGR”) of approximately 7.6% or
an overall increase of approximately 67.1% over the period.

Gross output of agriculture in the PRC by Province
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The gross output value of agriculture in Shandong, Guizhou, Heilongjiang,
Liaoning and Zhejiang Provinces of the PRC, where the Enlarged Group operates,
has been rising steadily since 2010. The gross output value of agriculture of
Shandong, Guizhou, Heilongjiang, Liaoning and Zhejiang Provinces increased from
approximately RMB367 billion, RMB59 billion, RMB137 billion, RMB114 billion
and RMB104 billion in 2010 to RMB464 billion, RMB189 billion, RMB287 billion,
RMB186 billion and RMB152 billion in 2016, representing a CAGR of
approximately 4.0%, 21.4%, 13.1%, 8.5% and 6.5%, respectively or an overall
increase of approximately 26.4%, 220.3%, 109.5%, 63.2% and 46.2%, respectively
over the period.

The gradual upward trend in the output value of agriculture of the PRC is
expected to continue in the coming years, as a result of, among other things, the
rising food demand due to the population growth, in particular, after the abolition of
the one child policy in 2015 and the dietary change due to the increased disposable
income per capita in the PRC. The population of the PRC grew from approximately
1.371 billion in 2015 to 1.379 billion in 2016, representing an increase of
approximately 0.6% coupled with an increase in disposable income per capita (on an
annual basis) from approximately RMB21,966 in 2015 to RMB23,821 in 2016,
representing an increase of approximately 8.4%.

In light of the above, we believe that the agricultural outlook of the PRC would
remain positive in the coming years, which would in turn support the business and
financial performance of the Enlarged Group in the future.

Reasons for and benefits of the Acquisitions
Set out below are extracts from the relevant section of the Board Letter.
Upgrading of the Markets

Following the 2015 Transaction, the Group wishes to upgrade and expand the
infrastructure and facilities of the Markets by bringing in the ownership of land and
properties where the Markets situate and integrating operations with land and
properties.

Since the completion of the 2015 Transaction, the Group has been operating the
Markets on the land and properties owned by the PRC Landlord Entities. During the
course of such time, the Group, as a tenant, faced obstacles in the business expansion
of the Markets which had hindered the potential growth of the Markets. As a tenant
of the land and properties of the Markets, the Group often faces restrictions and
limitations in its plan for physical expansion and capital investment, such as
upgrading of infrastructure and facilities and expanding storage spaces for the
Markets. Maintenance needs and upgrades on the infrastructure and facilities require
consent from the landlords and budgeting negotiations. As a result, this reduced the
efficiency of operations and the implementation of development plans for the
Markets. It was also not commercially beneficial for the Group to heavily invest in
the infrastructure even with consents from the landlords since the capital investment
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on the enhanced infrastructure would ultimately vest with the landlords and not the
Group. Therefore, by consolidating the land and properties with the operations and
assuming the “landlord” role, the Enlarged Group will be able to make further
investment into both the hardware and software of the Markets for the benefits of the
operations of the Markets as a whole.

Expansion in geographical reach and market presence

The Hangzhou Acquisition will extend the Company’s geographical reach to
Hangzhou in the PRC where the Company does not currently have a geographical
presence. Upon completion of the Hangzhou Acquisition, the Enlarged Group will
also be able to establish its market presence in Hangzhou.

No material impact on cashflow

The Hada Consideration is an interest-free convertible bond and that the
completion of the Hada Acquisition will be conditional on the settlement of all
accounts receivable and payables and bank borrowings of the Hada Target Group. As
such, the Hada Acquisition is not expected to cause a material impact to the cash
flow of the Company post the Hada Completion. For the Hangzhou Acquisition,
since the Hangzhou Acquisition is proposed to be financed by the proceeds from the
Rights Issue, no material impact on the cash flow of the Company is expected.

We further note from the Announcement that in the first policy statement
released by the PRC Government in 2018, a new policy on agriculture industry
emphasized on ‘rural revitalization strategy” was proposed as one of the major
aspects in developing a modernized economy. During the National People’s Congress
of the PRC and the Chinese People’s Political Consultative Conference held in
March 2018, the theme ‘“‘rural revitalization strategy” was further emphasized and
discussed widely including the modernization of rural economy and improving the
competitiveness of the agriculture industry. With the support from the PRC
Government, the Board believes that the agriculture industry overall and any
ancillary industries will become a hotspot for investments in the near and medium
term. Given the Group’s long history and experience in the operation of agriculture
wholesale markets, the Board believes that agriculture wholesale markets will
continue to play an important role in the value chain of the agriculture industry in
the PRC.

In light of the above, the Directors (excluding all the independent non-executive
Directors whose views are contained in the section headed ‘“Letter from the
Independent Board Committee” of the Circular), and with interested Directors and
their associate(s) abstaining, are of the view that the terms of the Acquisition
Agreements are on normal commercial terms, in the ordinary course of business, and
in the interests of the Group, the Company and the Shareholders as a whole.

As mentioned earlier in section 1 of this letter, the Group currently operates the
Markets through the PRC Operating Companies of the Group on land and properties
which are currently leased from the substantial shareholder of the Company, New
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Amuse under the existing business model as at the Latest Practicable Date. New
Amuse owns such land and properties indirectly through the PRC Landlord Entities
so operations of the business of the Markets and ownership of the Markets are
currently separated. Having considered the reasons for and benefits of the
Acquisitions as stated above together with our analysis in this letter, we concur with
the views of the Directors as set out above.

The Acquisitions
5.1 The Hada Acquisition
Date: 5 June 2018

Parties: Yield Smart Limited, a wholly-owned subsidiary of
the Company, as purchaser

The Company

New Amuse Limited, as vendor

Subject matter to be the entire issued share capital of the Hada Target
acquired: Company

New Amuse is a substantial shareholder of the Company and indirectly wholly-
owned by Ms. Zhang, a non-executive Director of the Company and hence, it is a
connected person of the Company.

Upon the Hada Completion, the Hada Target Company will become a wholly-
owned subsidiary of the Enlarged Group and each Hada Target Group Company will
become a subsidiary of the Enlarged Group and the financial results of the Hada
Target Group will be consolidated into the accounts of the Enlarged Group.

Hada Consideration

The consideration payable by the Company to New Amuse pursuant to the
Hada Acquisition Agreement is RMBS5.4 billion (equivalent to approximately
HKS$6.5 billion), which shall be settled by the issuance of the Convertible Bond
by the Company.
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Basis of the Consideration

The Hada Consideration was determined after arm’s length negotiations
between the parties to the Hada Acquisition Agreement following due
consideration of, without limitation, the following factors:

(a)

(b)

()

the preliminary appraised value of the Markets of approximately
RMB12.0 billion (equivalent to approximately HKS$14.5 billion),
pursuant to a preliminary business valuation by the Independent
Professional Valuer adopting the market approach using comparable
companies, the details of which are set out in Appendix VII to the
Circular, and taking into account the combined EBITDA of the Hada
Target Group and the PRC Operating Companies based on the
advanced management accounts for the year ended 31 December 2017
of approximately RMB768 million (equivalent to approximately
HK$925 million) and based on an EV/EBITDA multiple of 13.92, the
enterprise value is adjusted to subtract total debt (excluding those to
be settled before the Hada Completion being the settlement or loan
capitalization of accounts receivables and payables to New Amuse
and its associates and bank borrowings), preferred equity and
minority interest and adding back cash and cash equivalent, and
further adjusted by the discount for lack of marketability and control
premium to derive the appraised value of approximately RMB12.0
billion (equivalent to approximately HK$14.5 billion), the details of
which computation are explained in Appendix VII to the Circular;

the intangible asset value and goodwill associated with the RPC
Operating Companies previously acquired by the Company in the
2015 Transaction, being approximately RMBG6.1 billion (equivalent to
approximately HK$7.3 billion) as at 31 December 2017; and

the preliminary land and property valuation of the Hada Target Group
by the Independent Professional Valuer as at 31 March 2018, being
approximately RMB6.9 billion (equivalent to approximately HK$8.3
billion) (assuming all leases under the Framework Lease Agreement
had been terminated as at the date of valuation).

The Board Letter has stated that the Hada Consideration was determined
taking into account the settlement or loan capitalization of accounts receivables
(of approximately RMB16.4 billion (equivalent to approximately HK$19.8
billion)) from and payables (of approximately RMBS5.2 billion (equivalent to
approximately HK$6.3 billion)) to New Amuse and its associates and bank
borrowings (of approximately RMB16.5 billion) equivalent to approximately
HK$19.9 billion)) of the Hada Target Group before the Hada Completion. Upon
settlement of such accounts receivables and bank borrowings and the loan
capitalization (by allotment of new share(s) by the Hada Target Company) of
the payables, it is expected that the Hada Target Group will have an Expected
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Hada NAV of approximately RMB824 million (equivalent to approximately
HK$993 million) immediately prior to the Hada Completion (which was
calculated by adding the positive effect of such loan capitalization, being
approximately RMB3,459 million of the amount due to New Amuse or its
associates as at 31 December 2017 (equivalent to approximately HK$4,167
million) to the net liability of the Hada Target Group as at 31 December 2017
of approximately RMB2,635 million (equivalent to approximately HK$3,174
million)).

Furthermore, the preliminary property valuation has assumed all leases
under the Framework Lease Agreement will be terminated upon the Hada
Completion as no lease arrangement will be required after the integration of the
Hada Target Group with the PRC Operating Companies and accordingly, the
historical net loss position of the Hada Target Group has not been taken into
account when determining the Hada Consideration.

5.1.1 Various benchmarks for the evaluation of the Hada Target Group

We note from the Board Letter that the Board has evaluated the Hada
Target Group based on (i) the Hada Target Group Valuation; (ii) the RNAV;
and (ii1) the Alternative RNAV. In addition, we have also assessed a fourth
Alternative Approach (as defined below). The following sections are
discussions on these benchmarks for evaluation.

5.12 The Hada Target Group Valuation

The Directors consider that the valuation of the Hada Target Group shall
be the Hada Target Group Valuation of RMBS5.9 billion (equivalent to
approximately HK$7.1 billion) as represented by the difference in amount
between components (a) and (b) under the section headed “Basis of the Hada
Consideration” in section 5.1 above. The reason for using such difference as
one of the basis of the Hada Consideration is that the intangible asset value and
goodwill was generated from the acquisition of the operating rights of the
Markets in the 2015 Transaction and the Hada Consideration should reflect the
incremental value attributable to the land and properties of the Hada Target
Group to be acquired in the Hada Acquisition. Based on arm’s length
negotiation, the Hada Consideration as commercially agreed between the parties
was arrived at by applying an approximately 8.5% discount to the Hada Target
Group Valuation.

We have noted that subsequent to the determination of the Hada Target
Group Valuation, the latest fair value of the component (b) is determined to be
approximately RMBG6.0 billion (equivalent to approximately HK$7.2 billion) as
per the 2015 Deductible Assets (as defined below). Seeing this is an updated
figure, we have adopted it to arrive at the final Hada Target Group valuation of
RMB6.0 billion (equivalent to approximately HK$7.2 billion) (the “Final Hada
Target Group Valuation”) by deducting the 2015 Deductible Assets (as
defined below) of approximately RMB6.0 billion (equivalent to approximately
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HK$7.2 billion) from the Hada and PRC Operating Entities Business Valuation
of RMB12.0 billion (equivalent to approximately HK$14.5 billion). The Hada
Consideration represents an approximately 10.0% discount to such Final Hada
Target Group Valuation. If we were to deduct the PRC Operating Companies’
cash of approximately RMB691.2 million (equivalent to approximately
HK$832.8 million and which the Group already owns) as stated on page VII-21
of the Business Valuation Report (an item which we have discussed in section
2.3 to this letter) from this Final Hada Target Group Valuation, we would arrive
at an alternative figure of approximately RMBS5.3 billion (equivalent to
approximately HK$6.4 billion), a figure which is only marginally lower than
the Hada Consideration.

Subsequent to the Announcement and in respect of component (b) under
the section headed ‘““Basis of the Hada Consideration” in section 5.1 above, the
Company has obtained from the Independent Professional Valuer an appraised
value of RMBS5.6 billion (equivalent to approximately HK$6.7 billion) of the
intangible asset value associated with the PRC Operating Companies previously
acquired in the 2015 Transaction. Together with the goodwill of approximately
RMBO0.4 billion (equivalent to approximately HK$0.5 billion), the aggregate
value of component (b) above is approximately RMB6.0 billion (equivalent to
approximately HK$7.2 billion) (the “2015 Deductible Assets”), which pre-
dominantly comprises fair value and accordingly, could be regarded as a
comparable value to component (a). The 2015 Transaction was an asset-light
transaction due to the nature of the Markets and the subject matter of the then
acquisition was mainly the operating rights of the Markets, which was acquired
by the Company by way of assignment of business contracts. Other than the
intangible asset and goodwill mentioned in component (b) under the section
headed “Basis of the Hada Consideration” in section 5.1 above, the assets of
the Markets acquired in the 2015 Transaction comprised only an immaterial
cash balance of RMB6,000 (equivalent to approximately HK$7,200).
Accordingly, given that there was no other material asset of the Markets
acquired in the 2015 Transaction, no further deduction of asset value from the
Hada consideration is made.

In relation to the computation of the Hada Target Group Valuation or the
Final Hada Target Group Valuation, we note that the base figure is derived
from the valuation of the Hada Target Group and the PRC Operating
Subsidiaries as stated in the Business Valuation Report. Given that it has
factored in the economic benefits derived from the 2015 Transaction, we
consider that it is appropriate to deduct the 2015 Deductible Assets to arrive at
the Hada Target Group Valuation or the Final Hada Target Group Valuation
which demonstrate the “incremental value” to the Group attributable to the
Hada Acquisition.
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5.1.3 The RNAV

We note from the Board Letter that the RNAV of Hada Target Group
immediately before the Hada Completion is expected to be approximately
RMB6.8 billion (equivalent to approximately HK$8.2 billion), being the sum of
(i) the Expected Hada NAV of approximately RMB824 million (equivalent to
approximately HK$993 million) immediately prior to the Hada Completion after
taking into account of the settlement of accounts receivables and capitalization
of loans; and (ii) the gain on revaluation of the land and properties of the Hada
Target Group of approximately RMBS5.94 billion (equivalent to approximately
HK$7.1 billion) (the “Hada Revaluation Gain’’) (being the preliminary land
and properties valuation of the Hada Target Group as required by Rule 5.02 of
the Listing Rules of approximately RMB6.9 billion (equivalent to approximately
HK$8.3 billion), subtracting therefrom the book value of the land and properties
of the Hada Target Group for the operations of the Markets held as investment
properties as at 31 December 2017 of approximately RMB930 million
(equivalent to approximately HKS$1,120 million)). The Hada Consideration
represents an approximately 20% discount to the RNAV.

In relation to the significant difference between the book value of the land
and properties of the Hada Target Group as at 31 December 2017 and the
preliminary land and properties valuation of the Hada Target Group which has
resulted in the Hada Revaluation Gain of approximately RMBS5.94 billion
(equivalent to approximately HK$7.1 billion) as mentioned in the paragraph
immediately above, we note from the Board Letter that the basis of computing
the book value of the land and properties as at 31 December 2017 for the
operations of the Markets of approximately RMB930 million (equivalent to
approximately HK$1,120 million) is different from that of the appraised value
of the land and properties as at 31 March 2018 of approximately RMB6.9
billion (equivalent to approximately HK$8.3 billion) set out in Appendix VIII to
the Circular (the “Hada Target Group Property Valuation”). The book value
of land and properties of the Hada Target Group for the operations of the
Markets held as investment properties was computed with consideration of the
rental income of the PRC Landlord Entities from the leases at rates below
market rates under the Framework Lease Agreement (which would be
terminated upon Hada Completion) and is therefore much lower in value than
the appraised value of the land and properties which was appraised on the
assumption that all leases under the Framework Lease Agreement will be
terminated upon the Hada Completion. On that basis, the Directors consider the
land and property valuation of the Hada Target Group set out in Appendix VIII
to the Circular to be fair and reasonable.

The Board Letter carries on to state that with regards to the RNAV, no
account is taken or required to be taken to recognize the economic benefits to
the Group which arose from the 2015 Transaction represented by the 2015
Deductible Assets as the RNAV is premised on the preliminary land and
properties valuation of the Hada Target Group (as required by Rule 5.02 of the
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Listing Rules) by the Independent Professional Valuer, which does not take into
account the 2015 Transaction, being the acquisition of operating rights of the
Markets, nor the economic benefits to the Group which arose thereunder. As
stated in the paragraph headed ‘“Valuation Methodology” in the Hada Target
Group Property Valuation, the Independent Professional Valuer has adopted the
investment approach by capitalizing the net rents of the real property interests
of which the Hada Target Group is entitled to receive for the residual term of
the lease of the real property interests and where appropriate, the Independent
Professional Valuer has adopted the comparison approach assuming sale in the
existing state of the land and properties with the benefit of vacant possession by
making reference to comparable sale evidence as available in the relevant
market. As such, the Company considers it not necessary nor appropriate to
subtract the 2015 Deductible Assets, representing the economic benefits of the
2015 Transaction to the Group in terms of intangible asset value and goodwill,
from the RNAV.

With regards to the Hada Revaluation Gain of approximately RMBS5.94
billion (equivalent to approximately HK$7.1 billion) on the land and properties
arising out of the revised valuation on the land and properties as per the Hada
Target Group Property Valuation using an “Investment Approach” as adopted
by BMI Appraisals, we note that the property valuation is representative of the
“market value” of the underlying land and properties which was arrived at by
BMI Appraisals after collecting market information such as comparable rental
rates, unit rates, etc.. As per the Hada Target Group Property Valuation,
“market value” is defined as “the estimated amount for which an asset or
liability should exchange on the valuation date between a willing buyer and a
willing seller in an arm’s-length transaction after proper marketing wherein the
parties had each acted knowledgeably, prudently and without compulsion.”
Seeing a successful transaction requires a willing buyer and a willing seller
both agreeing to the same transaction terms, fairness and reasonableness to the
vendor, i.e. New Amuse in this instance, cannot be ignored since apart from
disposing the Hada Target Group to Yield Smart, New Amuse could also elect
to dispose the Hada Target Group or the underlying land and properties to other
potential willing buyers in the market at “market value” should it so wish.

In relation to the computation of the RNAV, we have observed that (i) the
base figure of the RNAV is the net liabilities position of the Hada Target Group
as at 31 December 2017 and this figure is derived solely from within the Hada
Target Group itself, with the effect arising out of the 2015 Transaction and the
Framework Lease Agreement being worsened financial figures of the Hada
Target Group as a result of the rental income receivable under the Framework
Lease Agreement being significantly lower than the market rental rate as
discussed earlier in this letter; (ii) the Expected Hada NAV of approximately
RMB824 million (equivalent to approximately HK$993 million) is arrived at
after having taken into account the settlement of accounts receivables and
capitalization of loans which are part of the conditions precedent to the Hada
Acquisition Agreement and are also derived solely from within the Hada Target
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Group itself and has no relevance to the 2015 Transaction and the Framework
Lease Agreement; and (iii) the Hada Revaluation Gain is again derived solely
from within the Hada Target Group itself and is not associated with the assets
and liabilities purchased by the Group in the 2015 Transaction. In view of the
above, we consider that (i) any value, asset and liabilities used in the RNAV
computation that may have linkage to the 2015 Transaction would be the book
value of the land and properties of the Hada Target Group of approximately
RMB930 million (equivalent to approximately HK$1,120 million) and since the
Hada Revaluation Gain used in the computation of the RNAV is merely the
difference between the ‘“‘market value” and book value of such land and
properties, there is no ‘““double counting” of the assets and liabilities associated
with the 2015 Transaction since a ‘“‘ceiling” in the form of the Hada Target
Group Property Valuation, which has no relevance with the 2015 Transaction,
has already been set; (ii) the computation of the RNAV has only accounted for
those values and/or adjustments that are generated from within the Hada Target
Group and has not accounted for those assets and liabilities and economic
benefits arising out of the 2015 Transaction such as the 2015 Deductible Assets;
and (iii) no further adjustment is needed on the RNAV which in our opinion
demonstrates the ‘“‘incremental value” to the Group attributable to the Hada
Acquisition.

Having considered the above, we are of the view that the RNAV of Hada
Target Group as mentioned above is more meaningful than the net liabilities
position of the Hada Target Group as at 31 December 2017 within the context
of the Hada Acquisition since the RNAV represents a more accurate portrayal
of the underlying value of the Hada Target Group upon Hada Completion.

5.14 The Net Alternative RNAV (as defined below)

As per the Board Letter, the approach taken to calculate the RNAV as set
out in the Announcement has erred on the conservative side in that the
appraised value of land and properties as at 31 March 2018 has given no
commercial value to those properties without title certificates. An alternative
approach would be to take the appraised value of the land and properties with
or without title certificates, which value is approximately RMB12.5 billion
(equivalent to approximately HK$15.1 billion) as shown in note e(2) on page
VI-11 of Appendix VI to the Circular, based on which, the Alternative RNAV
of the Hada Target Group immediately before the Hada Completion is expected
to be approximately RMB12.4 billion (equivalent to approximately HK$14.9
billion). The Alternative RNAV is a combined valuation appraised with
reference to the operations of the Markets integrated with all land and
properties of the Hada Target Group on which the Markets situate and it is not
premised on the preliminary land and properties valuation under rule 5.02 of the
Listing Rules. Despite that certain properties of the Hada Target Group may not
possess title certificates as at the Latest Practicable Date, the competent
government authorities in the PRC have either confirmed no action will be
taken to impose fines or penalties; the relevant Hada Target Group is entitled to
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continue its occupation or usage of such properties; or where the title
certificates are being applied for, there exist no material impediments to obtain
such title certificates. Given that the Group will be able to continue to use and
occupy such properties for the operation of the Markets after the Hada
Completion, the Company considers it relevant and appropriate to take into
account all land and properties of the Hada Target Group when computing the
Alternative RNAV.

The Board Letter continues to state that the Alternative RNAV is the sum
of (i) the Expected Hada NAV of approximately RMB8&824 million (equivalent to
approximately HK$993 million) and (ii) the gain on revaluation of the land and
properties of approximately RMB11.6 billion (equivalent to approximately
HKS$14.0 billion) (being the difference between RMB12.5 billion (equivalent to
approximately HKS$15.1 billion) and RMB930 million (equivalent to
approximately HK$1,120 million)). If account is taken to recognize the
economic benefits to the Group which arose from the 2015 Transaction in
terms of the intangible asset value and goodwill by deducting the 2015
Deductible Assets, which fair value being approximately RMB6.0 billion
(equivalent to approximately HK$7.2 billion) as appraised by the Independent
Professional Valuer, from the Alternative RNAYV, being approximately
RMB12.4 billion (equivalent to approximately HK$14.9 billion), the difference,
being approximately RMB6.4 billion (equivalent to approximately HKS$7.7
billion) (the ‘“Net Alternative RNAV™) is much higher than the Hada
Consideration of RMBS5.4 billion (equivalent to approximately HK$6.5 billion),
and as such the Hada Consideration is still more favourable to the Company.

In relation to the computation of the Net Alternative RNAV, we note that
the gain on revaluation of the land and properties is derived from the combined
valuation appraised with reference to the operations of the Markets integrated
with all land and properties of the Hada Target Group on which the Markets
situate. Given that it has factored in the economic benefits derived from the
2015 Transaction, we consider that it is appropriate to deduct the 2015
Deductible Assets to arrive at the Net Alternative RNAV which demonstrates
the “incremental value” to the Group attributable to the Hada Acquisition.

5.1.5 The Alternative Approach (as defined below)

Apart from the aforementioned approaches as considered by the Board, we
have also compared the Group’s total outlay for the 2015 Transaction and the
Hada Acquisition, and compare such value against the Hada and PRC Operating
Entities Business Valuation of RMB12,000,000,000 (the ‘“‘Alternative
Approach”). As per the 2015 Circular, the consideration for the 2015
Transaction (which was for the business and operations of the Markets) was
HKS$6.5 billion (equivalent to approximately RMB5.4 billion). With the Hada
Consideration (which is for the underlying land and properties of the Markets)
being RMB5.4 billion (equivalent to approximately HK$6.5 billion), the total
outlay for the Group in the 2015 Transaction and the Hada Acquisition is
roughly RMB10.8 billion (equivalent to approximately HK$13.0 billion) (the
“Total Outlay”). Such Total Outlay represents an approximately 10.0%
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5.2

discount to the Hada and PRC Operating Entities Business Valuation which
reflects the value of the Hada Target Group and the PRC Operating Subsidiaries
(i.e. the combined assets acquired and to be acquired pursuant to the 2015
Transaction and the Hada Acquisition).

5..6 Summing up the Final Hada Target Group Valuation, the RNAYV, Net
Alternative RNAV and the Alternative Approach

To sum up, the following benchmarks have been evaluated in assessing the
Hada Acquisition, namely (i) the Final Hada Target Group Valuation of
RMB6.0 billion (equivalent to approximately HK$7.2 billion); (ii) the RNAV of
approximately RMB6.8 billion (equivalent to approximately HK$8.2 billion);
and (iii) the Net Alternative RNAV of approximately RMB6.4 billion
(equivalent to approximately HK$7.7 billion). In addition, we have also
considered the Alternative Approach which indicates the Total Outlay is at an
approximately 10.0% discount to the Hada and PRC Operating Entities Business
Valuation. Although the different benchmarks mentioned above were derived
from widely different base figures and with varying adjustments to suit the
different circumstances, it is noted that the lowest value benchmark, i.e. the
Final Hada Target Group Valuation, represents a difference of only around
11.8% from the highest value benchmark, i.e. the RNAV. Given with the
relatively close proximity of the Final Hada Target Group Valuation, the RNAV
and the Net Alternative RNAV despite the widely varying approaches adopted
in their computation, we are satisfied that they have passed cross-checking with
each other and arrived at similar conclusions which are in line with that of the
Alternative Approach. Accordingly, we are of the view that they constitute valid
and appropriate benchmarks for the purpose of assessing the Hada Acquisition.
We also consider that the RNAV, which is derived from the most straight-
forward computation (i.e. the Expected Hada NAV derived from the net
liabilities position of the Hada Target Group as at 31 December 2017 and the
Hada Revaluation Gain) allowing us to arrive at an adjusted net asset value, is
appropriate for adoption in our further analyses in section 5.3 of this letter
below.

The Hangzhou Acquisition
Date: 5 June 2018

Parties: Yield Smart Limited, a wholly-owned subsidiary of
the Company, as purchaser

Vast Equity Investment Limited, an Independent
Third Party, as vendor

Subject matter to be the entire issued share capital of the Hangzhou
acquired: Target Company
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Upon the Hangzhou Completion, the Hangzhou Target Company will become a
wholly-owned subsidiary of the Enlarged Group and each Hangzhou Target Group
Company will become a subsidiary of the Enlarged Group. The financial results of
the Hangzhou Target Group will be consolidated into the accounts of the Enlarged
Group.

Hangzhou Consideration

The total consideration payable by the Company to the Hangzhou Vendor
pursuant to the Hangzhou Acquisition Agreement is HK$1.47 billion
(equivalent to approximately RMB1.223 billion) of which:

(a) a refundable Deposit in the total amount of HK$700 million which should
be payable on or prior to the date of the Hangzhou Acquisition Agreement;
and

(b) the remaining balance of HK$770 million shall be satisfied by cash on the
Hangzhou Completion Date.

The Deposit is refundable by the Hangzhou Vendor in full within seven
Business Days upon being notified by Yield Smart if any of the conditions
precedent of the Hangzhou Acquisition Agreement is not fulfilled or waived in
accordance with the Hangzhou Acquisition Agreement or if the Hangzhou
Acquisition Agreement is not completed in accordance with the provisions
therein or is otherwise terminated by the parties prior to the Hangzhou
Completion. As security against any default of the Hangzhou Vendor in
refunding the Deposit, share charges over the entire issued share capital of the
Hangzhou Target Company and its wholly-owned Hong Kong-incorporated
subsidiary, Huge Surplus, have been entered into by the Hangzhou Vendor and
the Hangzhou Target Company, respectively, in favour of Yield Smart.

We note from the section headed “Reasons for the Rights Issue and use of
proceeds” in the Announcement that the Hangzhou Consideration in cash shall
be financed by the Rights Issue.

Basis of the Hangzhou Consideration

The Hangzhou Consideration was determined after arm’s length
negotiations between the parties to the Hangzhou Acquisition Agreement
following due consideration of the preliminary appraised value of the Hangzhou
Target Group of approximately RMB1.9 billion (equivalent to approximately
HKS$2.3 billion), pursuant to a preliminary business valuation by an independent
professional valuer adopting a market approach using comparable companies
and considering the business development and future prospects of the Hangzhou
Target Group. The Hangzhou Consideration represents a discount of
approximately 35.6% from the preliminary appraised value of the Hangzhou
Target Group.

—64 —



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

5.3 Comparative analyses for the Acquisitions

In order to assess the fairness and reasonableness of the Acquisitions, we have
identified 14 comparable companies (the ‘“Industry Comparable(s)”’) which are
principally engaged in markets of food, agricultural and related products in the PRC
and with market capitalization of HKS$20 billion or less based on research on
Bloomberg. The aforementioned selection criteria has allowed us to select the
Industry Comparables which are closely related to the Hada Target Group and the
Hangzhou Target Group in terms of principal activities of such companies which are
in general affected by similar macro-economic factors such as economy, outlook,
consumer spending, etc. while excluding those companies that are similar in
principal activities but are of much larger sizes therefore affecting their
comparability with the Hada Target Group and the Hangzhou Target Group. We
have noted that the Industry Comparables are different from those comparables as
identified by BMI Appraisals in the Business Valuation Report. However, we
understand that valuers generally select their comparables based on applicable
valuation standards and their selection criteria may not necessarily be the same as
ours. Having considered the above, we are of the view that the selection basis for the
Industry Comparables are fair, reasonable and representative. Given that the Hada
Target Group, the Hangzhou Target Group and the Industry Comparables are all
based in the PRC, we do not consider country risk adjustment to be necessary
although certain of the Industry Comparables are listed on PRC stock exchanges.
Although our analyses presented below illustrate large variances in the price-to-
earnings ratio (“P/E”) and price-to-book ratio (“P/B”) amongst the Industry
Comparables, we consider it is only indicative of an apparent lack of a clearly
established “market norm” for this particular industry, and would not affect the
fairness, reasonableness and representativeness of the Industry Comparables as they
are still closely related to the Hada Target Group and the Hangzhou Target Group as
discussed above. We have already excluded an inappropriate outlier as discussed
below which would have significantly skewed the average figure and consider the
variance of the Industry Comparables to be acceptable since the maximum P/E and
P/B represent roughly two times of the respective average figures which does not
appear to be out of the ordinary and does not indicate the need for further exclusion.
Save for the exclusion of the P/E analysis for Shenzhen Agricultural Products Co Ltd
(000061.CH), the reason of which is set out under note 1 below, the Industry
Comparables represent an exhaustive list of all suitable comparable companies
meeting the aforementioned criteria as identified by us based on our best
information, knowledge and belief. We have analyzed the P/E, which compares
stock price with its earnings, and P/B, which compares stock price with its book
value, of the Industry Comparables as at 5 June 2018, i.e. the date of the Hada
Acquisition Agreement and Hangzhou Acquisition Agreement. Seeing P/E and P/B
are commonly accepted benchmarks in the comparison of valuation of companies
against their industry peers and we are not aware of any specific circumstances of
the Industry Comparables, the Hada Target Group and the Hangzhou Target Group
that would make such analyses inappropriate, we have adopted them for the purpose
of our analyses. Set out below is our analysis on the Industry Comparables:
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Name of company
(stock code/ticker)

Beijing Jingkelong Co
Ltd (814.HK)

Shenzhen Agricultural
Products Co Ltd
(000061.CH)

Sanjiang Shopping
Club Co Ltd
(601116.CH)

CP Lotus Corp
(121.HK)

Better Life
Commercial Chain
Share Co Ltd
(002251.CH)

Renrenle Commercial
Group Co Ltd
(002336.CH)

New Huadu
Supercenter Co Ltd
(002264.CH)

Tianjin Quanye
Bazaar Group Co
Ltd (600821.CH)

Principal business

Beijing Jingkelong Company Limited wholesales and
distributes food products. The Company provides
prepackaged foods, bulk foods, health foods, and other
products. Beijing Jingkelong also provides books,
periodicals, audiovisual products, newspapers, and other
products.

Shenzhen Agricultural Products Co., Ltd. operates chain
supermarkets and wholesale markets for agricultural
products. The Company also provides agricultural products
processing and other related services.

Sanjiang Shopping Club Company Limited operates community
budget supermarket franchises. The Company provides
customers with retail services.

CP Lotus Corporation operates a chain of hypermarkets in
China. The stores offer fresh food, health supplements,
beverages and liquor, household chemicals, housewares,
hardware, sporting goods and toys, electronic appliances,
apparel, shoes and other products. CP Lotus operates in
northern, eastern and southern China.

Better Life Commercial Chain Share Co., Ltd. operates a chain
of supermarkets, general merchandise stores and household
electrical appliances stores.

Renrenle Commercial Group Co.,Ltd. operates shopping
outlets, supermarkets and department stores. The Company
operates its stores throughout China.

New Huadu Supercenter Co., Ltd. engages in chain operations
in marketplaces, supermarkets, department stores.

Tianjin Quanye Bazaar (Group) Co., Ltd. owns and operates
department stores and supermarkets, as well as sells general
merchandise on a wholesale basis. Tianjin Quanye also
provides storage and cargo delivery services, and invests in
real estate and interior decoration businesses.
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Name of company
(stock code/ticker)

Zhongbai Holdings
Group Co Ltd
(000759.CH)

Beijing Hualian
Hypermarket Co
Ltd (600361.CH)

Springland
International
Holdings Ltd
(1700.HK)

Chengdu Hongqi
Chain Co Ltd
(002697.CH)

China Shun Ke Long
Holdings Ltd
(974 HK)

Lianhua Supermarket
Holdings Co Ltd
(980.HK)

The Hada Target
Group®

The Hangzhou
Target Group®

Principal business

Zhongbai Holdings Group Co., Ltd. owns and operates several
department stores and supermarkets. Through its
subsidiaries, the Company also operates in pharmaceuticals
manufacturing, real estate development, and property
management.

Beijing Hualian Hypermarket Co., Ltd. operates supermarkets
and department stores. The Company sells groceries,
knitting products, medical instruments, hardware, chemical
materials, food, beverages, construction materials, arts and
crafts, jewelry, furniture, computers, air-conditioning
equipment, metal materials, and other merchandise.

Springland International Holdings Ltd. operates retail stores.
The Company operates a chain of department stores and a
chain of supermarkets. Springland operates in the Greater
Yangtze River Delta in China.

Chengdu Hongqi Chain Company Limited operates
convenience stores chain. The Company’s main products are
food, alcoholic drinks and tobacco, and other daily
necessities.

China Shun Ke Long Holdings Limited operates supermarket
china stores. The Company primarily serves customers in
Guangdong Province, China.

Lianhua Supermarket Holdings Company Limited operates

hypermarkets, supermarkets, and convenience stores in
China.

Operation of agricultural produce markets

Operation of agricultural produce markets
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Source: Bloomberg
Notes:

1. The P/E of this Industry Comparable of 932.3 times is considered to be an outlier case and
is therefore excluded in our analysis above.

2. There is no P/E data for this Industry Comparable on Bloomberg, potentially as a result of
the loss-making position of this Industry Comparable and therefore no profit figure
available for calculation of its P/E.

3. There is no implied P/E for the Hada Target Group due to its loss-making position during
the year ended 31 December 2017. In respect of its implied P/B, it was arrived at after
dividing the Hada Consideration of RMB5.4 billion (equivalent to approximately HK$6.5
billion) by its RNAV of approximately RMB6.8 billion (equivalent to approximately
HK$8.2 billion) which, in our opinion, better reflects the underlying value of the Hada
Target Group within the context of the Hada Acquisition.

4. In respect of the implied P/E of the Hangzhou Target Group, it was arrived at after dividing
the Hangzhou Consideration of HK$1.47 billion (equivalent to approximately RMB1.223
billion) by its combined net profits after tax of approximately RMB84,328,000 during the
year ended 31 December 2017 as extracted from the Board Letter. In respect of its implied
P/B, it was arrived at after dividing the Hangzhou Consideration by the Hangzhou Adjusted
NAV of approximately RMB1,010,663,000 which, in our opinion, better reflects the
underlying value of the Hangzhou Target Group within the context of the Hangzhou
Acquisition.

5. As the relevant figure is originally quoted in RMB, translation has been made at the
exchange rate of HK$1 = RMBO0.83 for illustrative purpose only.

6. For the Industry Comparables, the market capitalization is sourced from Bloomberg. For the
Hada Target Group and the Hangzhou Target Group, their valuation is based on the Hada
Consideration and the Hangzhou Consideration respectively.

As illustrated in the analysis above, (i) the P/E of the Industry Comparables
range from a low of approximately 11.1 times to a high of 79.2 times, with the
average thereof being approximately 40.4 times; and (ii) the P/B of the industry
Comparables range from a low of approximately 0.4 times to a high of 5.4 times,
with the average thereof being approximately 2.4 times. It is noted that (i) the
implied P/B of the Hada Target Group of approximately 0.8 times is within the range
(and near the low end) as represented by the Industry Comparables and below the
average figure thereof; (ii) the implied P/E of the Hangzhou Target Group of
approximately 14.5 times is within the range (and near the low end) as represented
by the Industry Comparables and below the average figure thereof; and (iii) the
implied P/B of the Hangzhou Target Group of approximately 1.2 times is within the
range as represented by the Industry Comparables and below the average figure
thereof. It is also noted that the implied P/B of the Hada Target Group compares
favorably with that of the Hangzhou Target Group whose vendor, i.e. the Hangzhou
Vendor, is an Independent Third Party.

In view that the Hada Target Group and the Hangzhou Target Group are owners
of the relevant land and properties on which the relevant markets are situated, we
consider it appropriate to have a further analysis on owners of similar commercial
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properties coming from an asset-based perspective. In that connection, we have
identified a further 5 comparable companies (the ‘‘Property Owner
Comparable(s)’) which are real-estate companies that self-own a large portion of
commercial properties (mainly shopping mall or supermarket related properties) in
the PRC and with market capitalization of HK$20 billion or less based on research
on Bloomberg. The aforementioned selection criteria has allowed us to select the
Property Owner Comparables which are also closely related to the Hada Target
Group and the Hangzhou Target Group in terms of principal activities of such
companies which are in general affected by similar macro-economic factors such as
economy, outlook, consumer spending, etc. while excluding those companies that are
similar in principal activities but are of much larger sizes therefore affecting their
comparability with the Hada Target Group and the Hangzhou Target Group. Having
considered the above, we are of the view that the selection basis for the Property
Owner Comparables are fair, reasonable and representative. Given that the Hada
Target Group, the Hangzhou Target Group and the Property Owner Comparables are
all based in the PRC, we do not consider country risk adjustment to be necessary
although certain of the Property Owner Comparables are listed on overseas stock
exchanges. Since there is a lack of available information allowing us to generate a
meaningful list of listed comparable companies that self-own a large portion of food
related markets, we consider the analysis on the Property Owner Comparables is a
suitable alternative as they represent the closest proxies based on the best
information available to us. The Property Owner Comparables represent an
exhaustive list of all suitable comparable companies meeting the aforementioned
criteria as identified by us based on our best information, knowledge and belief. We
have only analyzed the P/B of the Property Owner Comparables as at 5 June 2018,
i.e. the date of the Hada Acquisition Agreement and Hangzhou Acquisition
Agreement, leaving out the P/E analysis for the Property Owner Comparables since
(i) the main purpose of the analysis on the Property Owner Comparables is to have a
further analysis on owners of similar commercial properties coming from an asset-
based perspective so analysis on other benchmarks such as P/E would not be relevant
for our purpose; and (ii) two of the Property Owner Comparables, namely Beijing
Hualian Department Store Co. Ltd. (000882.CH) and Langold Real Estate Co. Ltd.
(002305.CH) had exceptionally high P/E of approximately 491.1 times and 103.3
times respectively and would have been excluded as outliers while a third Property
Owner Comparable BHG Retail REIT (BHGREIT.SP) had no P/E data, therefore
leaving only two Property Owner Comparables with eligible P/E analysis and we
consider such limited sample size to be too small for a meaningful analysis. Set out
below is our analysis on the Property Owner Comparables:
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Name of company
(stock code/ticker)

China Sandi
Holdings Ltd
(910.HK)

Beijing Hualian
Department Store
Co Ltd
(000882.CH)

Langold Real Estate
Co Ltd
(002305.CH)

BHG Retail REIT
(BHGREIT.SP)

Joy City Property
Ltd (207.HK)

The Hada Target
Group'

The Hangzhou
Target Group®

Principal business

China Sandi Holdings Limited engages in holding of
properties for investment and rental purpose and property
development.

Beijing Hualian Department Store Co., Ltd. wholesales
computers, household appliances, jewelry, and other
general merchandise. The Company also operates
department stores and provides storage, distribution,
travel, and food services.

Langold Real Estate Co., Ltd. operates real estate
businesses. The Company provides housing renovation,
housing loans, real estate brokerage, property
management, and other services. Langold Real Estate also
operates decorative materials development, engineering
construction, and other businesses.

BHG Retail REIT is a real estate investment trust (REIT) in
Singapore. The REIT invests, directly and indirectly, in
real estate which is used primarily for retail purposes, as
well as real estate-related assets in relation to retail, with
an initial focus on China.

Joy City Property Limited, is engaged in the development,
operation, sale, leasing and management of mixed-use
complexes and commercial properties such as shopping

malls, hotels, offices, serviced apartments and resort and
tourist properties.

Operation of agricultural produce markets

Operation of agricultural produce markets
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Source: Bloomberg
Notes:

1. In respect of the implied P/B of the Hada Target Group, it was arrived at after dividing the
Hada Consideration of RMBS5.4 billion (equivalent to approximately HK$6.5 billion) by its
RNAV of approximately RMB6.8 billion (equivalent to approximately HK$8.2 billion)
which, in our opinion, better reflects the underlying value of the Hada Target Group within
the context of the Hada Acquisition.

2. In respect of the implied P/B of the Hangzhou Target Group, it was arrived at after dividing
the Hangzhou Consideration of HK$1.47 billion (equivalent to approximately RMB1.223
billion) by the Hangzhou Adjusted NAV of approximately RMB1,010,663,000 which, in
our opinion, better reflects the underlying value of the Hangzhou Target Group within the
context of the Hangzhou Acquisition.

3. As the relevant figure is originally quoted in RMB, translation has been made at the
exchange rate of HK$1 = RMBO0.83 for illustrative purpose only.

4. As the relevant figure is originally quoted in Singaporean Dollar (“SGD”), translation has
been made at the exchange rate of SGD1 = HK$5.87 for illustrative purpose only.

5. As the relevant data for this Property Owner Comparable is stated to be “N/A” on
Bloomberg for 5 June 2018, its data for 4 June 2018 is adopted in our analysis instead.

As illustrated in the analysis above, the P/B of the Property Owner
Comparables range from a low of approximately 0.5 times to a high of 1.4 times,
with the average thereof being approximately 0.9 times. It is noted that (i) the
implied P/B of the Hada Target Group of approximately 0.8 times is within the range
as represented by the Property Owner Comparables and slightly below the average
figure thereof; and (ii) the implied P/B of the Hangzhou Target Group of
approximately 1.2 times is within the range as represented by the Property Owner
Comparables and above the average figure thereof.

5.4 The Acquisitions being inter-conditional to each other

We note from the Board Letter that completion of the Hangzhou Acquisition is
a condition precedent of the Hada Acquisition (and vice versa) as the Acquisitions
were negotiated at the same time and definitive agreements were entered into on the
same date and are accordingly treated as inter-conditional upon each other but
waivable at the discretion of Yield Smart as purchaser. In connection with the above,
we have discussed with the Group’s management and understand that due to the
similar nature of the Hada Target Group and the Hangzhou Target Group, synergies
(such as sharing of management expertise or other operational resources) are
expected to be derived upon completion of the Acquisitions so the Hada Acquisition
and the Hangzhou Acquisition are part and parcel in the Group’s overall development
strategies. Having considered the above and that (i) the conditions precedent to the
Acquisition Agreements are commercial terms as agreed between the relevant parties
after arm’s length negotiations; and (ii) the inter-conditional nature of the
Acquisitions has elevated the Hangzhou Acquisition from its original status as a
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transaction with an Independent Third Party to a connected transaction subject to
more stringent requirements under Chapter 14A of the Listing Rules, we are of the
view that such arrangement is fair and reasonable.

5.5 Conclusion with regards to the Acquisitions

Having considered the above principal factors, and in particular:

With respect to the Hada Acquisition

@)

(i)

(iii)

(iv)

v)

(vi)

the reasons for and benefits of the Hada Acquisition as discussed in
section 4 to this letter;

the Hada Consideration represents an approximately 10.0% discount to the
Final Hada Target Group Valuation which has taken into account: (a) the
valuation of the Hada Target Group as per the Business Valuation Report;
(b) settlement or loan capitalization of accounts receivables and payables
to New Amuse and its associates and bank borrowings of the Hada Target
Group before the Hada Completion; and (c) the deduction of the 2015
Deductible Assets comprising intangible asset value and goodwill
associated with the PRC Operating Companies which were acquired in the
2015 Transaction;

the Hada Consideration represents a 20% discount to the RNAV which has
taken into account: (a) the Expected Hada NAV upon Hada Completion;
and (b) the revaluation gain of the land and properties of the Hada Target
Group;

the implied P/B of the Hada Target Group of approximately 0.8 times is
within the range (and near the low end) as represented by the Industry
Comparables and below the average figure thereof;

the implied P/B of the Hada Target Group is within the range as
represented by the Property Owner Comparables and below the average
figure thereof; and

the implied P/B of the Hada Target Group compares favorably with that of
the Hangzhou Target Group whose vendor, i.e. the Hangzhou Vendor, is an
Independent Third Party,

With respect to the Hangzhou Acquisition

(1)

(i1)

the reasons for and benefits of the Hangzhou Acquisition as discussed in
section 4 to this letter;

the Hangzhou Consideration represents an approximately 35.6% discount
to the Hangzhou Business Valuation;
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6.

(iii) the implied P/E of the Hangzhou Target Group of approximately 14.5
times is within the range (and near the low end) as represented by the
Industry Comparables and below the average figure thereof;

(iv) the implied P/B of the Hangzhou Target Group of approximately 1.2 times
is within the range as represented by the Industry Comparables and below
the average figure thereof; and

(v) the implied P/B of the Hangzhou Target Group is within the range as
represented by the Property Owner Comparables and above the average

figure thereof,

we are of the view that the terms of the Acquisitions (including the Hada
Consideration and the Hangzhou Consideration) are fair and reasonable and in
the interest of the Company and the Shareholders as a whole. In addition, since
the terms of the Acquisitions are fair and reasonable based on our works as
mentioned in this letter, we consider that the Acquisitions are on normal
commercial terms so far as the Company and the Shareholders are concerned.

The Convertible Bond

6.1 Principal terms of the Convertible Bond

As extracted from the Board Letter, certain selected principal terms of the
Convertible Bond are summarized below:

Issuer:

Aggregate principal
amount:

Issue price:

Conversion price:

Number of Conversion
Shares issuable:

Maturity:

Interest payment:

the Company

HK$6,506,024,217 (equivalent to approximately
RMBS5 .4 billion)

100% of the principal amount of the Convertible
Bond, payable in full at the Hada Completion

HK$0.163 per Conversion Share, subject to
customary adjustments

39,914,259,000 Conversion Shares are issuable upon
full conversion based on the initial Conversion Price
of HK$0.163

The Convertible Bond will mature on the 10th
anniversary of the date of issue

Holder(s) of the Convertible Bond are not entitled to
receive any interest payment
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Please refer to the section headed *“(I) The Hada Acquisition — Principal terms
of the Convertible Bond” in the Board Letter for information on additional terms of
the Convertible Bond.

6.2 The Conversion Price

The initial Conversion Price of HK$0.163 was determined after arm’s length
negotiations between the Company and New Amuse, and it represents:

(i) a discount of approximately 2.98% to the closing price of the Shares of
HK$0.168 as quoted on the Stock Exchange on the Relevant Trading Day;

(i) a discount of approximately 0.79% to the average closing price of the
Shares of HK$0.164 as quoted on the Stock Exchange for the last 10
consecutive trading days up to and including the Relevant Trading Day;

(iii) a premium of approximately 3.82% over the average closing price of the
Shares of HK$0.157 as quoted on the Stock Exchange for the last 30
consecutive trading days up to and including the Relevant Trading Day;

(iv) a discount of approximately 4.29% to the average closing price of the
Shares of HK$0.170 as quoted on the Stock Exchange for the last 90
consecutive trading days up to and including the Relevant Trading Day;

(v) a premium of approximately 3.16% over the Group’s latest audited net
asset per Share as at 31 December 2017 of HK$0.158; and

(vi) a premium of approximately 7.24% over the closing price of HK$0.152 per
Share as quoted on the Stock Exchange on the Latest Practicable Date.

6.3 Historical closing prices and trading volume of the Shares

We have reviewed the closing price and daily trading volume of the Shares on
the Stock Exchange for the 6-month period ended on 5 June 2018, i.e. the date of the
Hada Acquisition Agreement (the ‘“Review Period”). The 6-month period is
generally adopted in other similar cases handled by us as, in our opinion, a shorter
period (e.g. 2 months) may not sufficiently illustrate a meaningful historical trend
while a longer period (e.g. 1 year) may have been too distant in time making such
historical trend less relevant with reference to the dynamic financial markets.
Therefore, we consider that the Review Period is reasonable so as to show the
general trend and recent market valuation based on the closing price of the Shares on
the Stock Exchange for a meaningful period in relation to the Convertible Bond.
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Closing price per Share (HKS$)

Daily trading volume (Share)

We set out below the charts for the closing price and daily trading volume of
the Shares during the Review Period.
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During the Review Period, the highest closing price of the Shares was
HKS$0.265 per Share on 27 December 2017 and the lowest closing price of the
Shares was HK$0.127 per Share on 18 April 2018. As illustrated in the chart above,
the closing prices of the Shares followed a generally downward trend during the
Review Period. The Conversion Price of HK$0.163 per Share is closer to the low
end of the range of closing prices of the Shares, and is below the average closing
price during the Review Period of approximately HK$0.182 per Share.

During the Review Period, the average daily trading volume of the Shares was
approximately 22,399,004 Shares, representing approximately 0.05% of the
Company’s total number of Shares in issue as at the Latest Practicable Date or
approximately 0.10% of the Shares held in public hands (i.e. the Company’s total
number of Shares in issue minus those held by the Dai Family Group and Directors).
Trading of the Shares did not appear to be particularly active during the Review
Period which may have an implication on the Conversion Price being set at a slight
discount to the closing price on the Relevant Trading Day.

6.4 Comparative analysis for the Convertible Bond

In order to assess the fairness and reasonableness of the Convertible Bond, we
have identified 21 comparable companies (the “CB Comparable(s)”) which are
Hong Kong listed companies that have announced an issue of convertible bonds
(“CB”) or convertible notes (““CN”’) during the 3 months ended 5 June 2018, i.e. the
date of the Hada Acquisition Agreement. We have used a 3-month period for the
selection of CB Comparables because (i) it has generated a reasonable number of
samples for our analysis and having a shorter period would have resulted in an
insufficient number of samples while a longer period would have generated too many
samples with an even wider range of discount or premium making our analysis less
meaningful; and (ii) it would capture the recent market trends while having a longer
period may have been too distant in time making the samples less relevant in relation
to the dynamic financial markets. For the purpose of our analysis, we have excluded
(1) Zhongsheng Group Holdings Limited (stock code: 881) which has published an
announcement on 6 May 2018 as its conversion price has not been clearly
determined as per the relevant announcement; (ii) Bank of Communications Co., Ltd.
(stock code: 3328) which has published an announcement on 27 April 2018 as its
conversion price has not been clearly determined as per the relevant announcement;
(iii) China Trends Holdings Limited (stock code: 8171) which has published an
announcement on 26 April 2018 as the 336.0% premium of its conversion price over
the closing price on last trading day significantly deviates from the range and
average as represented by the CB Comparables therefore making it an outlier; and
(iv) Artgo Holdings Limited (stock code: 3313) which has published an
announcement on 30 March 2018 as its conversion price has not been clearly
determined as per the relevant announcement. Save for the aforementioned
exclusions, the CB Comparables represent an exhaustive list of all suitable
comparable companies meeting the aforementioned criteria as identified by us based
on our best information, knowledge and belief. Although our analysis presented
below illustrate large variances in the premium/discount of the conversion price of
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the CB Comparables when compared to their respective closing prices on the last
trading day, we consider it is only indicative of an apparent lack of a clearly
established “market norm” when setting the conversion price against the closing
price on the last trading day, and would not affect the fairness, reasonableness and
representativeness of the CB Comparables as they represent the most similar
transactions conducted by other Hong Kong listed companies recently and would
therefore provide a meaningful reference point for comparison with the terms of the
Convertible Bond. After the exclusion of the outlier as mentioned above, there are
only small number of CB Comparables that significantly deviates from the average
figure and given the sample size of 21 CB Comparables, we do not foresee a
significant impact on the average figure therefore warranting further exclusions. The
analysis on the CB Comparables is set out below:

Premium/

(discount) of
conversion

price to the

closing price

of respective  Interest

Announcement Stock Principal  last trading rate per
Date code  Stock name Transaction amount day annum

HK$’ million % %
4 June 2018 704 Huscoke Resources [ssue of CB 80.0 35.70 4.0

Holdings Limited

1 June 2018 61 Green Leader Holdings Issue of CN 395.0 — 1.5

Group Limited

31 May 2018 1470 Prosper One Issue of CN 80.0 (16.67) 0.8
International
Holdings Company
Limited

29 May 2018 3869  Hospital Corporation Issue of CB 773.9 (0.50) —

of China Limited

18 May 2018 712 Comtec Solar Systems  Issue of CB 78.0 — 10.0

Group Limited'

16 May 2018 456 New City Issue of CN 35.0 (18.87) 2.0
Development Group
Limited

16 May 2018 646 China Environmental Issue of CB 54.6 73.11 8.0
Technology

Holdings Limited
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Announcement

Date

15 May 2018

15 May 2018

15 May 2018

11 May 2018

10 May 2018

10 May 2018

8 May 2018

3 May 2018

24 April 2018

24 April 2018

Stock
code

2699

875

6880

347

95

2178

986

8007

1298

527

Stock name

Xinming China
Holdings Limited

China Finance
Investment Holdings
Limited

Tempus Holdings
Limited

Angang Steel
Company Limited

LVGEM (China) Real
Estate Investment
Company Limited

Petro-king Oilfield
Services Limited”

China Environmental
Energy Investment
Limited

Global Strategic Group
Limited

Techcomp (Holdings)
Limited'

China Ruifeng
Renewable Energy
Holdings Limited

Transaction

Issue of CB

Issue of CB

Issue of CB

Issue of CB

Issue of CB

Issue of CB

Placing of CB

Issue of CN

Issue of CB

Placing of
CN
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Principal
amount
HKS$ million
300.0

21.2

160.0

1,850.0

785.0

30.0

78.4

20.0

629.9

174.1

Premium/
(discount) of
conversion
price to the
closing price
of respective
last trading
day

%

19.83

9.52

20.3

15.1

18.61

18.64

7.41

(20.00)

(17.80)

Interest
rate per
annum
%

6.5

5.0

7.0

4.0

8.0

5.0

10.0

3.5

6.5
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Announcement
Date

17 April 2018

29 March 2018

20 March 2018

8 March 2018

5 June 2018

Stock
code Stock name

872 TUS International
Limited

198 SMI Holdings Group
Limited

24 Burwill Holdings
Limited"

821 Value Convergence
Holdings Limited

1387  The Company

Source: http://www.hkexnews.hk/

Notes:

Transaction

Issue of CB

Issue of CB

Issue of CB

Issue of CB

Minimum:
Maximum:
Average:

Very
substantial
acquisition
involving
issue of
Convertible
Bond

Principal
amount
HKS$ million

53.7

1,300.0

101.4

160.0

20.0
1,850.0
341.0

6,506.0

Premium/
(discount) of
conversion
price to the
closing price
of respective
last trading
day

%

(11.97)

15.00

(9.86)

(44.68)

(44.68)
73.11
4.42

(2.98)

Interest

rate per

annum

%

1.5

7.0

2.0

10.0
4.7

1. The principal amount of the CB is converted from US$ to HK$ at US$1 to HK$7.8 for

illustrative purpose only.

2. Trading in shares on the Stock Exchange was suspended with effect from 9:00 a.m. on 29
March 2018. The conversion price of HK$0.47 per conversion share represents the closing
price of HK$0.47 per share as quoted on the Stock Exchange on 28 March 2018, being the
last trading day preceding the aforesaid trading suspension.

As illustrated in the analysis above, the variance of the conversion price to the
closing price of the shares on the last trading day of the CB Comparables range from
a discount of approximately 44.68% to a premium of approximately 73.11%, with the
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average figure being a premium of approximately 4.42%. Accordingly, the discount
of the Conversion Price to the closing price per Share on the Relevant Trading Day
of approximately 2.98% falls within the range of the CB Comparables and is slightly
below the average thereof.

With regards to the interest rate of the CB Comparables, they range from a low
of 0.0% to a high of 10.0% per annum, with the average figure being approximately
4.7% per annum. The nil interest rate of the Convertible Bond is therefore at the low
end of the range of the CB Comparables and is below the average thereof. The nil
interest rate of the Convertible Bond compares favorably with the CB Comparables
as it would save interest expenses to be borne by the Company which could
theoretically be approximately HK$305.8 million per year based on the principal
amount of the Convertible Bond of HK$6,506,024,217 and the average interest rate
of the CB Comparables of approximately 4.7% per annum. We have also made
reference to note 28(c) to the financial statements set out in the Annual Report and
note that the Group had no interest-bearing borrowings as at 31 December 2017.
Accordingly, we are unable to compare the interest rate of the Convertible Bond
against the Group’s own cost of borrowings.

6.5 Potential dilution on the shareholding interests of the Independent
Shareholders arising out of the issue of the Conversion Shares

The Independent Shareholders’ attention is drawn to the section headed “L.
Shareholding structure of the Company before and after the completion of
Acquisitions and the dilution effect to the existing Shareholders” in the Board
Letter.

The Company shall issue the Convertible Bond to settle the Hada
Consideration. Assuming the conversion rights attached to the Convertible Bond is
fully exercised, the Company will issue a further 39,914,259,000 Conversion Shares,
representing (i) approximately 90.8% of the existing issued share capital of the
Company; (ii) approximately 69.8% of the Company’s issued share capital as
enlarged by the Rights Issue; and (iii) approximately 41.1% of the issued share
capital of the Company as enlarged by the Rights Issue and issue of the Conversion
Shares upon full conversion of the Convertible Bond. After completion of the Rights
Issue and full conversion of the Convertible Bond, the shareholding interest of the
public Shareholders shall decrease from approximately 48.53% to approximately
28.58% (assuming the Rights Issue is fully taken up by the public Shareholders who
are also Qualifying Shareholders).

Having considered (i) the reasons for and benefits of the Hada Acquisition as
discussed in section 4 of this letter; (ii) the terms of the Hada Acquisition are fair
and reasonable as discussed in section 5.5 of this letter; and (iii) the terms of the
Convertible Bond are fair and reasonable as discussed in section 6.6 of this letter, we
consider that the aforementioned potential dilution effect to the shareholding of the
Independent Shareholders is acceptable.
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6.6 Conclusion regarding the Convertible Bond

Having considered the principal factors as discussed above, we are of the view
that the terms of the Convertible Bond are fair and reasonable and in the interest of
the Company and the Shareholders as a whole.

Financial effects
7.1 Net assets

As per the “Unaudited pro forma financial information of the Enlarged Group”
(the “Pro Forma Financial Information”) set out in Appendix VI to the Circular,
the Group had net assets attributable to equity holders of the Company of
approximately RMB6,936,878,000 as at 31 December 2017. After pro forma
adjustments (inclusive of those in relation to the Rights Issue under note h since (i)
the Hada Completion is subject to, amongst others, Hangzhou Completion; and (ii)
Hangzhou Completion is subject to, amongst others, Hada Completion and
completion of the Rights Issue), the Enlarged Group would have unaudited pro
forma net assets attributable to equity holders of the Company of approximately
RMB11,930,709,000, representing an increase of approximately 72.0%.

7.2 Profitability

As per the Pro Forma Financial Information, the Group had loss attributable to
equity holders of the Company of approximately RMB127,050,000 for the year
ended 31 December 2017. After pro forma adjustments, the Enlarged Group would
have an unaudited pro forma loss attributable to equity holders of the Company of
approximately RMB97,761,000, representing an improvement of approximately
23.1%.

7.3 Liquidity

As per the Pro Forma Financial Information, the Group had current assets and
current liabilities of approximately RMB2,031,206,000 and RMB443,087,000
respectively as at 31 December 2017, translating into a current ratio (current assets/
current liabilities) of approximately 4.6 times. After pro forma adjustments (inclusive
of those in relation to the Rights Issue under note h since (i) the Hada Completion is
subject to, amongst others, Hangzhou Completion; and (ii) Hangzhou Completion is
subject to, amongst others, Hada Completion and completion of the Rights Issue),
the Enlarged Group would have unaudited pro forma current assets and unaudited
pro forma current liabilities of approximately RMB3,146,313,000 and
RMB1,983,760,000 respectively, resulting in a current ratio of approximately 1.6
times which represents a decrease of approximately 65.2%. Although the Pro Forma
Financial Information shows that the current ratio is expected to experience
significant decrease, we consider that it is still at a healthy level of above 1 time
and is therefore acceptable.
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7.4 Gearing

As per the Pro Forma Financial Information, the Group had nil debts as at 31
December 2017. In addition, it had total equity of approximately RMB6,936,878,000
as at 31 December 2017, translating into a gearing ratio (total debts/total equity x
100%) of 0.0%. After pro forma adjustments (inclusive of those in relation to the
Rights Issue under note h since (i) the Hada Completion is subject to, amongst
others, Hangzhou Completion; and (ii) Hangzhou Completion is subject to, amongst
others, Hada Completion and completion of the Rights Issue), the Enlarged Group
would have unaudited pro forma total debts of approximately RMB2,650,936,000
(comprising (i) loans and borrowings (current portion) of approximately
RMB91,000,000; (ii) loans and borrowings (non-current portion) of approximately
RMB521,680,000; and (iii) Convertible Bond of approximately RMB2,038,256,000)
and unaudited pro forma total equity of approximately RMB12,035,915,000,
translating into a gearing ratio of approximately 22.0%. Although the Enlarged
Group’s gearing position is expected to significantly increase from 0.0% as at 31
December 2017, we consider that it is still in a healthy situation as the Group would
still have wunaudited pro forma net current assets of approximately
RMB1,162,553,000 indicating that the Enlarged Group is expected to be able to
fulfill its obligations arising out of its short-term liabilities.

It should be noted that the above-mentioned analyses are for illustrative purpose only
and do not purport to represent how the financial position of the Enlarged Group will be
upon Hada Completion and Hangzhou Completion.

CONCLUSION

Having considered the above principal factors, we are of the opinion that the terms of the
Transactions (including the Hada Consideration, the Hangzhou Consideration, the Convertible
Bond, the Conversion Price and the interest rate) are fair and reasonable and in the interest of
the Company and the Shareholders as a whole. In addition, we consider that the Transactions
are on normal commercial terms. Accordingly, we would recommend (i) the Independent Board
Committee to advise the Independent Shareholders; and (ii) the Independent Shareholders, to
vote in favor of the ordinary resolution(s) to approve the Acquisitions and the issue of the
Convertible Bond at the EGM.

Yours faithfully,

For and on behalf of
Grand Moore Capital Limited
Kevin So
Director

Note: Mr. Kevin So is a licensed person and a responsible officer in respect of Grand Moore Capital Limited’s
type 6 regulated activity (advising on corporate finance) under the SFO. Mr. So has over 16 years of
experience in the corporate finance industry in Hong Kong.
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A. SUMMARY OF FINANCIAL RESULTS

Financial information of the Group for each of the years ended 31 December 2015,
2016 and 2017 are disclosed in the following documents which have been published on the
websites of the Stock Exchange (http://www.hkexnews.hk) and the Company
(http://www.renhebusiness.com):

e annual report of the Company for the year ended 31 December 2015 published on 14
April 2016 (pages 44-132) (http://www.hkexnews.hk/listedco/listconews/SEHK/
2016/0414/LTN20160414456.pdf);

e  annual report of the Company for the year ended 31 December 2016 published on 27
April 2017 (pages 43-124) (http://www.hkexnews.hk/listedco/listconews/SEHK/
2017/0427/LTN20170427440.pdf); and

e annual report of the Company for the year ended 31 December 2017 published on 27
April 2018 (pages 50-124) (http://www.hkexnews.hk/listedco/listconews/SEHK/
2018/0427/LTN201804271232.pdf).

B. INDEBTEDNESS STATEMENT

As at the close of business on the 30 April 2018, being the latest practicable date prior to
the printing of this circular for the purposes of ascertaining the information contained in this
indebtedness statement, the Enlarged Group had outstanding bank loans and loans from other
financial institutions of RMB17,100,830,000, the details were set out as follows:

RMB’000

Secured bank loans 4,603,930
Guaranteed bank loans 2,472,900
Secured loans from other financial institutions 6,960,000
Guaranteed loans from other financial institutions 1,000,000
Secured and guaranteed loans from financial institutions 2,064,000
17,100,830

As at 30 April 2018, the outstanding guarantees provided by the Enlarged Group to third
parties in respect of loans amounted to RMB3,080,000,000. Such guarantees will be released
along with the repayment of loan principal by such third parties.

Save as aforesaid, and apart from intra-group liabilities and normal accounts payable in
the ordinary course of the business, as at the close of business on 30 April 2018, the Enlarged
Group did not have any outstanding mortgages, charges, debentures, debt securities or other
loan capital, bank overdrafts or loans or other similar indebtedness, finance lease or hire
purchase commitments, liabilities under acceptance or acceptance credits, guarantees or other
material contingent liabilities.

C. WORKING CAPITAL

The Directors, after due and careful enquiries, are of the opinion that, in the absence of
unforeseen circumstances and after taking into account the expected completions of the Rights
Issue and the Acquisitions, the cash flow generated from the operating activities, the financial
resources available to the Enlarged Group including internally generated funds and the
available credit facilities, the Enlarged Group will have sufficient working capital for at least
the next twelve months from the date of this circular.
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Upon completion of the Hada Acquisition, Yield Smart (a wholly-owned subsidiary of the
Company) will become the sole shareholder of the Hada Target Company and taking up the
control of the PRC Landlord Entities which in turn holds the land and properties on which the
Markets situate. The following discussions and analyses relate to the results of operations and
financial condition of the Hada Target Group as at and for the years ended 31 December
2015, 2016 and 2017. You should read the following discussions and analyses in conjunction
with the combined financial information of the Hada Target Group and the accompanying
notes set out in the Accountants’ Report on the Hada Target Group set out in Appendix IV to
this circular.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS OF THE HADA TARGET GROUP

Business Review

Hada Target Group is principally engaged in the business operations of the Markets for
the wholesaling and distribution of primarily vegetables and also fruits, seafood, meat, grain
and oil and other food produce. The Markets are located in the following six cities in the PRC
namely Shouguang, Guiyang, Harbin, Qiqihar, Mudanjiang and Shenyang.

Prior to completion of the Hada Acquisition, the PRC Landlord Entities were the main
companies operating the Markets. Please refer to Note 1 to the Accountants’ Report on the
Hada Target Group set out in Appendix IV to this circular for more information on the
companies comprising the Hada Target Group.

Results of Operations
Revenue

Revenue of the Hada Target Group comprises (i) operating lease income primarily
generated from the Framework Lease Agreement signed between New Amuse as lessor and
Yield Smart as lessee and the underlying lease agreements between the PRC Operating
Companies and the PRC Landlord Entities, (ii) commission income generated from lease and
management of the Markets, and (iii) sales of goods from the Markets. The following table sets
out the breakdown of revenue for the years indicated:

Years ended 31 December
2015 2016 2017
RMB’000 RMB’000 RMB’000

Operating lease 167,910 94,814 93,772
Commission income 365,320 — —
Sales of goods 6,376 8,038 5,751

539,606 102,852 99,523
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Revenue decreased by 80.9% from RMBS539.6 million in 2015 to RMB102.9 million in
2016, and further decreased by 3.2% to RMB99.5 million in 2017.

The decrease in revenue from 2015 to 2016 was mainly attributable to the cease of
revenue generated from commission income as the business operations of the agricultural
wholesale markets were acquired by the Group in 2015 (the 2015 Transaction), as a result of
which management of the Markets was passed to the PRC Operating Companies. Furthermore,
Hada Target Group signed the Framework Lease Agreement on 9 June 2015 with PRC
Operating Companies for 20 years. The annual rent was fixed at RMB100 million per year for
the period from 27 July 2015 (being the completion date of the acquisition in 2015) to 31
December 2018. It was agreed between the parties that the subsequent annual rent shall be
increased at a rate of 5% every 3 calendar years thereafter, until the expiry of the lease
agreements on 31 December 2035. Revenue from operating lease of the Hada Target Group is
therefore restricted by the Framework Lease Agreement. Further decrease in revenue from
2016 to 2017 was mainly attributable to the decrease in revenue from sales of goods.

Upon the Hada Completion, the Enlarged Group will be able to achieve a potential
expansion in space, scale and upgrading of the facilities and systems of the Markets, which can
only be achieved by the Enlarged Group as a landlord of the Markets.

Gross profit and gross profit margin

Gross profit for the years ended 31 December 2015, 2016 and 2017 was RMB536.5
million, RMB98.0 million and RMB95.7 million, respectively. Gross profit margin for the
years ended 31 December 2015, 2016 and 2017 was 99.4%, 95.2% and 96.2%, respectively.
The Hada Target Group maintained a consistently high gross profit margin in 2015, 2016 and
2017 since it has a relatively small cost of sales for its business operations which operate on
the business model of leasing Markets to the PRC Operating Companies.

Other net income/(expense)

Other net income or expense of the Hada Target Group primarily represents (i) markets
service fee income; (ii) loss or gain on disposal of property and equipment and investment
properties; (iii) government grants; and (iv) others. Other net income for the years ended 31
December 2015 and 2016 was RMB68.8 million and RMB7.8 million, respectively, and other
net expenses for the year ended 31 December 2017 was RMB2.6 million. The decrease in other
net income from 2015 to 2016 was primarily attributable to the cease of markets service fee
income as the Hada Target Group has passed the management of the Markets to PRC
Operating Companies pursuant to the 2015 Transaction. The other net expenses recorded in
2017 were primarily attributable to the loss on disposal of property and equipment and
investment properties such as derelict and old buildings.

Valuation Losses on Investment Properties
Valuation losses for Hada Target Group on investment properties for the years ended 31
December 2015, 2016 and 2017 was nil, RMB82.7 million and RMB28.3 million, respectively,

primarily attributable to the above mentioned Framework Lease Agreement which restricted the
lease income of the investment properties for a period of 20 years.

- II-2 -



APPENDIX II FINANCIAL INFORMATION OF THE HADA TARGET GROUP

Investment properties are land or buildings which are owned or held under a leasehold
interest to earn lease income or for capital appreciation. These include land held for a currently
undetermined future use and property that is being constructed or developed for future use as
investment property. They are stated at fair value and any gain or loss arising from a change in
fair value or from the retirement or disposal of an investment property is recognised in profit
or loss.

All of the investment properties owned by the Hada Target Group are located in the PRC
which will be owned by the Enlarged Group upon completion of the Hada Acquisition. As
such, it is expected that after the completion of the Hada Acquisition, the Hada Target Group
will not have such valuation losses in connection with the leases under the Framework Lease
Agreement.

Profit or Loss from Operations

The Hada Target Group derived its loss or profit from operations by deducting cost of
sales, other net expenses, valuation losses on investment properties, administrative expenses
and other operating expenses from revenue and other net income.

The Hada Target Group recorded profit from operations amounting to RMB285.4 million
in 2015, loss from operations amounting to RMB22.3 million in 2016 and profit from
operations amounting to RMB13.8 million in 2017. The loss in 2016 was mainly attributable to
the impact of the valuation losses of RMBS82.7 million on investment properties due to the
Framework Lease Agreement. Excluding the impact of the valuation losses on investment
properties, the Hada Target Group would have had profit from operations in the amount of
RMB60.4 million in 2016. Profit in 2017 was mainly attributable to a decrease of RMB54.4
million in valuation losses on investment properties, partially offset by a slight increase of
RMBA4.9 million in administrative expenses.

Finance Income and Expenses

Finance income of the Hada Target Group consisted of mainly interest income on
receivables from related parties and, to a much lesser extent, interest income on bank deposits.
Finance income increased from RMB783.9 million in 2015 to RMB853.1 million in 2016, and
further to RMB1,184.0 million in 2017. These increases were mainly attributable to an increase
in interest income on receivables derived from advances to related parties.

Finance expenses of the Hada Target Group consisted of mainly interest expenses on
interest-bearing borrowings and, to a much lesser extent, bank charges and other finance costs.
Finance expenses increased from RMB949.9 million in 2015 to RMB1,053.4 million in 2016,
and further to RMBI1,221.7 million in 2017. These increases were mainly attributable to
increases in interest expenses on borrowings in 2016 and 2017 due to the increases in
outstanding borrowings from commercial banks and other financial institutions with a fixed
interest rates ranging from 4.35% to 10.15% and 4.35% to 9.50% per annum, respectively, in
2016 and 2017.

Net finance expenses of the Hada Target Group was RMB166.0 million, RMB200.3

million and RMB37.7 million, respectively, for the years ended 31 December 2015, 2016 and
2017.
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Income Tax

Certain entities of the Hada Target Group were incorporated in Hong Kong and were
subject to Hong Kong profit tax at a rate of 16.5% during each of the three years ended 31
December 2017. Certain entities of the Hada Target Group were incorporated in the BVI and
were not subject to any income tax. Certain entities of the Hada Target Group were
incorporated in the PRC and were subject to the PRC corporate income tax at a rate of 25%
during each of the three years ended 31 December 2017.

Income tax of the Hada Target Group was RMBS52.7 million, RMB16.4 million and
RMB29.7 million, respectively, in 2015, 2016 and 2017. The Hada Target Group had income
tax despite its loss before taxation in 2016 and 2017 was primarily due to the tax effect of
temporary differences that were not recognised.

Profit or Loss for the Year

As a result of the foregoing, the Hada Target Group recorded a profit for the year in the
amount of RMB66.7 million for the year ended 31 December 2015 and a loss for the year in
the amount of RMB239.0 million and RMB53.6 million, respectively, for the years ended 31
December 2016 and 2017.

Liquidity and Financial Resources

The Hada Target Group financed working capital and capital expenditures principally
through cash generated from operating activities, borrowings (mainly bank loans and loans
from other financial institutions) and internal cash resources. As at 31 December 2017, cash at
bank and on hand of the Hada Target Group amounted to RMB1,825.3 million.

Cash inflows from operations of the Hada Target Group were primarily generated from
rental, commission, sales of goods, service fee and interest income. Cash outflows from
operations were mainly for expenditures on other operating expenses, as well as income tax
payments. Net cash used in operating activities in 2015 was RMB201.0 million, comprised the
cash outflow from operating activities of RMB135.1 million and income tax payment of
RMB65.9 million. Net cash generated from operating activities in 2016 was RMB74.0 million,
contributed by the cash inflow from operating activities of RMB73.2 million and income tax
refund of RMBO0.8 million. Net cash generated from operating activities in 2017 was RMB66.3
million, contributed by cash inflow from operating activities of RMB68.0 million, partially
offset by the income tax payment of RMB1.7 million.

Net cash used in investing activities in 2015 and 2016 were RMB4,155.6 million and
RMB4,870.3 million, respectively, primarily due to the increase in amounts due from related
parties. Net cash generated from investing activities in 2017 was RMB4,441.9 million, which
primarily reflected the decrease in amounts due from related parties.

Net cash generated from financing activities in 2015 and 2016 was RMB4,517.4 million
and RMB4,555.8 million, respectively, which primarily reflected the proceeds from interest-
bearing borrowings and increase in amounts due to related parties, and which were partially
offset by the repayment of interest-bearing borrowings and interest paid. Net cash used in
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financing activities in 2017 was RMB4,516.7 million which primarily reflected the repayment
of interest-bearing borrowings, decrease in amounts due to related parties and interest paid, and
which was partially offset by the proceeds from interest-bearing borrowings.

As at 31 December 2015, 2016 and 2017, the Hada Target Group had net current assets of
RMB2,085.2 million, RMB4,412.3 million and RMB718.7 million, respectively. The increase
in net current asset from 2015 to 2016 was primarily due to the increase in amounts due from
related parties. The decrease in net current assets from 2016 to 2017 was primarily due to the
decrease in amounts due from related parties, partially offset by the increase in cash at bank.

As at 31 December 2017, total borrowings of the Hada Target Group amounted to
RMB16,620.9 million. These included mainly short-term and long-term bank loans and loans
from other financial institutions in an aggregate amount of RMB16,520.9 million and other
unsecured borrowings in an aggregate amount of RMB100.0 million. All short-term bank loans
and long-term bank loans amounted to RMB13,920.9 million as at 31 December 2017 are
secured by investment properties and bank deposits, bearing fixed interest rates ranging from
4.35% to 9.50% per annum, with original maturity within 6 to 84 months.

Gearing Ratio

The gearing ratio of Hada Target Group, which is equal to interest-bearing borrowings
over total assets as at 31 December 2015, 2016 and 2017, was 73.5%, 68.7% and 82.2%,
respectively.

Significant Investments

The Hada Target Group did not have any material equity investments as at 31 December
2015, 2016 and 2017.

Contingent Liabilities

As at 31 December 2015, 2016 and 2017, the Hada Target Group has provided guarantees
to related parties in respect of loans amounted to RMB3,220.0 million, RMB4,800.0 million
and RMB3,080.0 million, respectively. Such guarantees will be released along with the
repayment of loan principal by the related parties and will be terminated before the completion
of the Hada Acquisition.

Commitments

As at 31 December 2017, the Hada Target Group did not have any outstanding
commitments.
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Financial Risk Management

For the years ended 31 December 2015, 2016 and 2017, the Hada Target Group was
mainly exposed to credit, liquidity and interest rate risks arising in the normal course of
business. For details of the exposure to such risks and the relevant risk management policies
and practices adopted by the Hada Target Group, please refer to Note 21 of the Accountant’s
Report on the Hada Target Group as set out in Appendix IV to this circular.

As the operations of the Hada Target Group were principally based in the PRC for the
years ended 31 December 2015, 2016 and 2017, the principal assets and liabilities of the Hada
Target Group were denominated in Renminbi and therefore the Hada Target Group considered
that it did not have any material exposure to fluctuations in exchange rate and no hedging
measures were taken.
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HANGZHOU TARGET GROUP

Upon completion of the Hangzhou Acquisition, Yield Smart (a wholly-owned subsidiary of
the Company) will become the sole shareholder of the Hangzhou Target Company and
indirectly taking up all the business operations and land and properties owned by the
Hangzhou Target Group. The following discussions and analyses relate to the results of
operations and financial condition of the Hangzhou Target Group as at and for the years
ended 31 December 2015, 2016 and 2017 or as at and for the period from date of
establishment to 31 December 2017, whichever is applicable. You should read the following
discussions and analyses in conjunction with the financial information of the Hangzhou
Zhaorong Group, Hangzhou Honghui Group, Hangzhou Changhai, Hangzhou Vegetable Group
and Hangzhou Fruit-products Group and the accompanying notes set out in the Accountants’
Reports on these companies comprising the Hangzhou Target Group set out in Appendix V to
this circular.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS OF THE HANGZHOU TARGET GROUP

Business Review of the Hangzhou Target Group

Hangzhou Target Group is principally engaged in the business operations of three
markets, including fruits, vegetables and seafood wholesale markets in Hangzhou, the PRC and
owns the land and properties for the operation of such markets.

Hangzhou Fruit-products and its subsidiary, Hangzhou Vegetable and its subsidiary and
Hangzhou Changhai are the main companies operating in the Hangzhou Target Group. Please
refer to Note 1 to the Accountants’ Reports on all the companies comprising the Hangzhou
Target Group set out in Appendix V to this circular for more information.

I. Hangzhou Zhaorong Group
Business Review

Hangzhou Zhaorong was established in Hangzhou Province, the PRC on 18 April
2017 and is a wholly-owned subsidiary of the Hangzhou Target Company. Since its
establishment, it has been principally engaging in investment holding. Hangzhou
Zhaorong and its subsidiaries together comprise the Hangzhou Zhaorong Group (the
Hangzhou Zhaorong Group).
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Results of Operations
Revenue

Revenue of the Hangzhou Zhaorong Group comprises (i) commission income
generated from the wholesale markets which the Hangzhou Fruit-products and its
subsidiary operate; (ii) lease income generated from operating leases; and (iii) sales of
goods. The following table sets out the breakdown of revenue for the period indicated:

For the period
from the date of
establishment to

31 December 2017

RMB’000

Commission income 72,049
Lease income 7,042
Sales of goods 651
79,742

Gross Profit and Gross Profit Margin

Gross profit for the period from the date of establishment to 31 December 2017 was
RMB79.2 million and gross profit margin for the period from the date of establishment to
31 December 2017 was 99.3%. The Hangzhou Zhaorong Group has a high gross profit
margin during the period since it has a relatively small cost of sales for its business
operations.

Valuation Gain on an Investment Property

Valuation gain for the Hangzhou Zhaorong Group on an investment property for the
period from the date of establishment to 31 December 2017 was RMB2.9 million,
primarily attributable to the investment property obtained from the acquisition of an 80%
equity interest in Hangzhou Fruit-products.

Investment properties are land or buildings which are owned or held under a
leasehold interest to earn lease income or for capital appreciation. These include land held
for a currently undetermined future use and property that is being constructed or
developed for future use as investment property. They are stated at fair value and any
gain or loss arising from a change in fair value or from the retirement or disposal of an
investment property is recognised in profit or loss.
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Other Income

Other income of the Hangzhou Zhaorong Group primarily represents (i) management
and administrative service fee income; (ii) government grants; and (iii) net loss on
disposal of property and equipment. Other income for the period from the date of
establishment to 31 December 2017 was RMB2.0 million.

Profit from Operations

The Hangzhou Zhaorong Group derived its profit or loss from operations by
deducting cost of sales, administrative expenses, and other operating expenses and by
adding valuation gain on an investment property from revenue and other income.

Profit from operations of the Hangzhou Zhaorong Group for the period from the date
of establishment to 31 December 2017 was RMB25.7 million.

Net Finance Income

Finance income of the Hangzhou Zhaorong Group for the period from the date of
establishment to 31 December 2017 consisted of interest income of RMB4.0 million.
Finance costs of the Hangzhou Zhaorong Group for the period from the date of
establishment to 31 December 2017 consisted of (i) interest expenses on interest-bearing
borrowings of RMBI1.1 million and (ii) bank charges and others of RMB0.4 million. Net
finance income of the Hangzhou Zhaorong Group for the period from the date of
establishment to 31 December 2017 was RMB2.5 million.
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Income Tax

The Hangzhou Zhaorong Group was established in the PRC and was subject to PRC
corporate income tax at a rate of 25% during the period from the date of establishment to
31 December 2017. Income tax of the Hangzhou Zhaorong Group for the period from the
date of establishment to 31 December 2017 was RMB7.2 million.

Profit for the Period

As a result of the foregoing, the Hangzhou Zhaorong Group recorded a profit for the
period from the date of establishment to 31 December 2017 in the amount of RMB21.0
million.

Liquidity and Financial Resources

The Hangzhou Zhaorong Group financed working capital and capital expenditures
principally through cash generated from operating activities, borrowings from commercial
banks and internal cash resources. As at 31 December 2017, cash at bank and cash on
hand of the Hangzhou Zhaorong Group amounted to RMB202.1 million.

Cash inflows from operations of the Hangzhou Zhaorong Group were primarily
generated from commission, lease and sales of goods income from operating the fruits
market in Hangzhou. Cash outflows from operations were mainly for expenditures on
other operating expenses, as well as income tax payments. Net cash generated from
operating activities for the period from the date of establishment to 31 December 2017
was RMB21.2 million, contributed by the cash inflow from operating activities of
RMB27.1 million, partially offset by the income tax payment of RMB5.9 million.

Net cash used in investing activities for the period from the date of establishment to
31 December 2017 was RMB522.4 million, primarily due to cash payment of RMB659.2
million in relation to the acquisition of an 80% equity interest in Hangzhou Fruit-
products, partially offset by proceeds of RMB142.6 million from disposal of an
investment property in Hangzhou by Hangzhou Fruit-products in November 2017.

Net cash generated from financing activities for the period from the date of
establishment to 31 December 2017 was RMB753.3 million, primarily reflected the
capital contribution of RMBS585.8 million by the equity shareholders of Hangzhou
Zhaorong and advance of RMB170.0 million from a related party, a former shareholder of
Hangzhou Zhaorong.

As at 31 December 2017, the Hangzhou Zhaorong Group had net current liabilities
of RMB193.5 million.

As at 31 December 2017, total borrowings of the Hangzhou Zhaorong Group
amounted to RMB30.0 million, all of which were secured by certain properties with
original maturity within 12 months and a fixed annually interest rates ranging from 3.96%
to 4.68% for the period from the date of establishment to 31 December 2017.
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Gearing Ratio

The gearing ratio of the Hangzhou Zhaorong Group, which is equal to interest-
bearing borrowings over total assets as at 31 December 2017, was 2.4%.

Significant Investment

In July 2017, Hangzhou Zhaorong entered into agreements to acquire an 80% equity
interest of Hangzhou Fruit-products from 40 independent individuals and Hangzhou Fruit-
products Group Company Limited Labour Union Committee, an independent third party,
for a cash consideration of RMB768.0 million. For details of Hangzhou Zhaorong’s
investment in subsidiaries as at 31 December 2017, please refer to Note 6 of the
Accountants’ Report on the Hangzhou Zhaorong Group in Part I Appendix V to this
circular.

Contingent Liabilities

Save as disclosed above, the Hangzhou Zhaorong Group did not have any other
contingent liabilities as at 31 December 2017.

Commitments

The Hangzhou Zhaorong Group has made capital commitments in respect of the
remaining payments for the acquisition of a company in the PRC engaged in seafood
wholesale market business. As at 31 December 2017, the amount of commitments
contracted but not provided for in respect of such uses was RMB180.0 million.

The Hangzhou Zhaorong Group leases out its properties under operating lease as
lessor and it also leases properties for the use by its fruits market operations under
operating lease as lessee. As at 31 December 2017, the expected minimum lease income
under non-cancellable lease amounted to RMB120.6 million and the future minimum lease
payments under non-cancellable operating leases amounted to RMB114.9 million.
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II. Hangzhou Honghui Group
Business Review

Hangzhou Honghui was established in Hangzhou, the PRC on 23 August 2017 and is
a wholly-owned subsidiary of the Hangzhou Target Company. Since its establishment, it
has been principally engaging in investment holding. Hangzhou Honghui and its
subsidiaries together comprise the Hangzhou Honghui Group (the Hangzhou Honghui
Group).

Results of Operations
Revenue

Revenue of the Hangzhou Honghui Group comprises (i) commission income
generated from the wholesale markets, and (ii) lease income generated from operating
leases. The following table sets out the breakdown of revenue for the period indicated:

For the period
from date of
establishment to
31 December 2017

RMB’000

Commission income 15,382
Lease income 2,596
17,978

Administrative expenses

Administrative expenses primarily consist of personnel expenses and depreciation.
For the period from the date of establishment to 31 December 2017, administrative
expenses of the Hangzhou Honghui Group amounted to RMB13.7 million.
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Profit from Operations

The Hangzhou Honghui Group derived its profit or loss from operations by
deducting valuation loss on an investment property, administrative expenses, and other
operating expenses from revenue and other income.

Profit from operations of the Hangzhou Honghui Group for the period from the date
of establishment to 31 December 2017 was RMB2.7 million.

Finance Income

Finance income of the Hangzhou Honghui Group for the period from the date of
establishment to 31 December 2017 consisted of (i) interest or distribution income on
investments in debt securities and available-for-sale financial assets of RMB1.8 million
and (ii) interest income of RMB58,000. Finance income of the Hangzhou Honghui Group
for the period from the date of establishment to 31 December 2017 was RMB1.8 million.

Income Tax

The Hangzhou Honghui Group was established in the PRC and was subject to PRC
corporate income tax at a rate of 25% during the period from the date of establishment to
31 December 2017. Income tax of the Hangzhou Honghui Group for the period from the
date of establishment to 31 December 2017 amounted to RMB1.2 million.

Profit for the Period

As a result of the foregoing, the Hangzhou Honghui Group recorded a profit for the
period from the date of establishment to 31 December 2017 in the amount of RMB3.3
million.

Liquidity and Financial Resources

The Hangzhou Honghui Group financed working capital and capital expenditures
principally through cash generated from operating activities and internal cash resources.
As at 31 December 2017, cash at bank and cash on hand of the Hangzhou Honghui Group
amounted to RMB42.2 million.

Cash inflows from operations of the Hangzhou Honghui Group were primarily
generated from commission, lease and management and administrative service fee income
from operating the vegetables market in Hangzhou. Cash outflows from operations were
mainly for expenditures on other operating expenses, as well as income tax payments. Net
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cash generated from operating activities for the period from the date of establishment to
31 December 2017 was RMB3.2 million, all contributed by the cash inflow from
operating activities as there was no income tax payment.

Net cash used in investing activities for the period from the date of establishment to
31 December 2017 was RMB834.5 million, primarily due to cash payment of RMB843.5
million in relation to the acquisition of an 100% equity interest in Hangzhou Vegetable,
partially offset by proceeds of RMB31.0 million from redemption of investments in debt
securities which were wealth management products issued by financial institutions in the
PRC with guaranteed principal amounts plus fixed or variable returns.

Net cash generated from financing activities for the period from the date of
establishment to 31 December 2017 was RMB873.5 million, attributable to the capital
contributions of RMB600.0 million by the equity shareholders of Hangzhou Honghui and
advance of RMB273.5 million from a related party, the former shareholder of Hangzhou
Honghui.

As at 31 December 2017, the Hangzhou Honghui Group had net current liabilities of
RMB185.5 million.

As at 31 December 2017, the Hangzhou Honghui Group did not have any interest-
bearing borrowings.

Gearing Ratio

The gearing ratio of the Hangzhou Honghui Group, which is equal to interest-bearing
borrowings over total assets as at 31 December 2017, was nil as it did not have any
interest-bearing borrowings.

Significant Investment

In 2017, Hangzhou Honghui entered into agreements to acquire an 100% equity
interest of Hangzhou Vegetable from 25 independent individuals and Hangzhou City
Business Travel Group Co., Ltd. and Hangzhou Vegetable Co., Ltd. Trade Union
Committee, all of which are independent third parties, for a cash consideration of
RMB&872.5 million. For details of Hangzhou Honghui’s investment in subsidiaries as at 31
December 2017, please refer to Note 6 of the Accountants’ Report on the Hangzhou
Honghui Group in Part II of Appendix V to this circular.

Contingent Liabilities

Save as disclosed above, the Hangzhou Honghui Group did not have any other
contingent liabilities as at 31 December 2017.

— III-8 —



APPENDIX IIT FINANCIAL INFORMATION OF THE

HANGZHOU TARGET GROUP

II1.

Commitments

The Hangzhou Honghui Group leases out its properties under operating lease as
lessor. As at 31 December 2017, the expected minimum lease income under non-
cancellable lease amounted to RMBS&.6 million.

Hangzhou Changhai
Business Review

Hangzhou Changhai is principally engaged in the business operations of a seafood
wholesale market in Hangzhou in which seafood are traded by the sellers and buyers.
Hangzhou Changhai operates and manages the seafood wholesale market and collects
lease income and management and administrative service fee from the sellers and buyers.

Results of Operations
Revenue

Revenue of Hangzhou Changhai primarily represents lease income from operating
leases. The following table sets out the breakdown of revenue for the years indicated:

Years ended 31 December
2015 2016 2017
RMB’000 RMB’000 RMB’000

Lease income 27,233 42,504 50,678

Revenue of Hangzhou Changhai increased by 56.1% from RMB27.2 million in 2015
to RMB42.5 million in 2016, and further increased by 19.2% to RMBS50.7 million in
2017. The increases in revenue were primarily due to expansion in business scale.

Net Valuation Gain or Loss on Investment Properties

Net valuation gain for Hangzhou Changhai on investment properties for the years
ended 31 December 2015 and 2016 was RMB16.4 million and RMB16.3 million,
respectively. Net valuation loss for Hangzhou Changhai on investment properties for the
year ended 31 December 2017 was RMB6.4 million.

Investment properties are land or buildings which are owned or held under a
leasehold interest to earn lease income or for capital appreciation. These include land held
for a currently undetermined future use and property that is being constructed or
developed for future use as investment property. They are stated at fair value and any
gain or loss arising from a change in fair value or from the retirement or disposal of an
investment property is recognised in profit or loss.
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Administrative Expenses

Administrative expenses of Hangzhou Changhai primarily consisted of personnel
expenses, impairment losses and depreciation. For the years ended 31 December 2015,
2016 and 2017, administrative expenses of Hangzhou Changhai were RMB14.0 million,
RMBS.3 million and RMB18.2 million, respectively. The decrease from 2015 to 2016 was
primarily due to a decrease in impairment losses on amounts due from third parties. The
increase from 2016 to 2017 was primarily due to an increase in impairment losses on
amounts due from third parties.

Other Operating Expenses

For the years ended 31 December 2015, 2016 and 2017, other operating expenses of
Hangzhou Changhai were RMB10.0 million, RMB12.4 million and RMB10.8 million,
respectively.

Profit from Operations

Hangzhou Changhai derived its profit from operations by deducting net valuation
gain or loss on investment properties, administrative expenses and other operating
expenses from revenue and other income.

Profit from operations of the Hangzhou Changhai was RMB21.3 million in 2015,
RMB39.9 million in 2016 and RMB16.1 million in 2017. The increase in profit from
operations from 2015 to 2016 was mainly due to an increase in occupancy rate and
general increase in rental rate. The decrease in profit from operations from 2016 to 2017
was mainly due to a significant increase in administrative expenses.

Finance Income and Expenses

Finance income of Hangzhou Changhai consisted of interest income which amounted
to RMB2.9 million, RMB2.2 million and RMB90,000, respectively, for the years ended
31 December 2015, 2016 and 2017. The significant decrease in interest income in 2017 is
mainly due to decrease in bank deposits.

Finance expenses of Hangzhou Changhai consisted of mainly interest on interest-
bearing borrowings and, to a much lesser extent, bank charges and others. Finance
expenses decreased from RMB45.7 million in 2015 to RMB40.5 million in 2016, and
further to RMB32.6 million in 2017. These decreases were mainly attributable to
decreases in interest expenses on interest-bearing borrowings in 2016 and 2017 due to the
decreases in total outstanding borrowings from commercial banks and other financial
institutions.

Net finance expenses of Hangzhou Changhai was RMB42.8 million, RMB38.3
million and RMB32.6 million, respectively, for the years ended 31 December 2015, 2016
and 2017.
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Income Tax

Hangzhou Changhai was established in the PRC and was subject to PRC corporate
income tax at a rate of 25% during each of the three years ended 31 December 2017.
Income tax of Hangzhou Changhai was RMB6.1 million, RMB6.1 million and RMBO0.4
million, respectively, for the years ended 31 December 2015, 2016 and 2017. The
decrease in income tax in 2017 was primarily due to loss before taxation, partially offset
by the effect of non-taxable expenses.

Loss for the Year

As a result of the foregoing, Hangzhou Changhai recorded a loss for the year in the
amount of RMB27.6 million, RMB4.5 million and RMB16.9 million, respectively, for the
years ended 31 December 2015, 2016 and 2017.

Liquidity and Financial Resources

Hangzhou Changhai financed working capital and capital expenditures principally
through cash generated from operating activities, borrowings (mainly bank loans and
loans from other financial institutions) and internal cash resources. As at 31 December
2017, cash at bank and on hand of Hangzhou Changhai amounted to RMB7.0 million.

Cash inflows from operations of Hangzhou Changhai were primarily generated from
lease and management and administrative service fee income. Cash outflows from
operations were mainly for expenditures on other operating expenses, as well as income
tax payments. Net cash generated from operating activities in 2015, 2016 and 2017 was
RMB12.4 million, RMB36.2 million and RMB25.5 million, respectively, all of which
were contributed by the cash inflow from operating activities as there were no income tax
payment.

Net cash used in investing activities in 2015 and 2016 were RMB12.3 million and
RMB7.4 million, respectively, primarily due to (i) the increase in amounts due from third
parties which are unsecured, non-interest bearing and has no fixed term of repayment and
(ii) payments for the purchase of investment properties and property and equipment. Net
cash generated from investing activities in 2017 was RMB28.1 million, primarily reflected
the decrease in amounts due from third parties and interest received.

Net cash generated from financing activities in 2015 was RMB5.4 million which
primarily reflected the proceeds from interest-bearing borrowings, partially offset by
repayment of interest-bearing borrowings, decrease in amounts due to third parties and
increase in restricted cash at bank. Net cash used in financing activities in 2016 was
RMB24.6 million which primarily reflected the repayment of interest-bearing borrowings
and interest paid, partially offset by proceeds from interest-bearing borrowings. Net cash
used in financing activities in 2017 was RMB62.0 million which primarily reflected the
repayment of interest-bearing borrowings and interest paid, partially offset by the
proceeds from interest-bearing borrowings and decrease in restricted cash at bank.
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As at 31 December 2015, 2016 and 2017, Hangzhou Changhai had net current
liabilities of RMB110.7 million, RMB145.0 million and RMB152.2 million, respectively.
The increase in net current liabilities from 2015 to 2016 was primarily due to the increase
in amounts due to related parties and third parties. The further increase in net current
liabilities from 2016 to 2017 was due to a significant decrease in current assets primarily
attributable to the decrease in amount due from third parties and decrease in cash at bank
since the restricted cash at bank decreased upon repayment of an interest-bearing
borrowing to a financial institution in 2017.

As at 31 December 2017, total borrowings of Hangzhou Changhai amounted to
RMB482.7 million. These included both short-term and long-term interest-bearing
borrowings which are secured by investment properties or guaranteed by related parties
or third parties or pledged by bank deposits. As at 31 December 2017, Hangzhou
Changhai has banking facilities amounted to RMB523.2 million and RMB482.7 million
were utilised.

Gearing Ratio

The gearing ratio of Hangzhou Changhai, which is equal to interest-bearing
borrowings over total assets as at 31 December 2015, 2016 and 2017, was 112%, 103%
and 110%, respectively.

Significant Investments

Hangzhou Changhai did not have any material equity investments as at 31 December
2015, 2016 and 2017.

Contingent Liabilities

Save as disclosed above, Hangzhou Changhai did not have any other contingent
liabilities as at 31 December 2017.

Commitments

Hangzhou Changhai leases out its properties under operating lease as lessor and
leases properties for the use by its seafood market operations under operating lease as
lessee. As at 31 December 2017, the expected minimum lease income under non-
cancellable lease amounted to RMB26.3 million and the expected minimum lease
payments under non-cancellable operating leases amounted to RMB45.3 million.
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IV. Hangzhou Vegetable Group
Business Review

Hangzhou Vegetable was established in Hangzhou, the PRC on 4 December 2006
and is a wholly-owned subsidiary of Hangzhou Honghui. Hangzhou Vegetable has been
principally engaging in the business operations of a vegetable wholesale market in
Hangzhou in which vegetables are traded by the sellers and buyers. Hangzhou Vegetable
and its subsidiary comprise the Hangzhou Vegetable Group (the Hangzhou Vegetable
Group) which operates and manages the said vegetable market and collects various
incomes such as commission income, lease income and management and administrative
service fee from the sellers and buyers.

Results of Operations
Revenue

Revenue of the Hangzhou Vegetable Group comprises (i) commission income
generated from the wholesale market and (ii) lease income from operating leases in the
vegetable market. The following table sets out the breakdown of revenue for the years

indicated:
Years ended 31 December
2015 2016 2017
RMB’000 RMB’000 RMB’000
Commission income 100,713 110,207 108,381
Lease income 17,799 20,104 19,411

118,512 130,311 127,792

Revenue of the Hangzhou Vegetable Group increased by 10.0% from RMB118.5
million in 2015 to RMB130.3 million in 2016, and slightly decreased by 1.9% to
RMB127.8 million in 2017. The increase in revenue from 2015 to 2016 was primarily due
to the increased trading volume of the vegetable market which continued to expand in its
business scale. The business remained stable in 2017.

Other income

Other income of the Hangzhou Vegetable Group comprises mainly (i) management
and administrative service fee income; and (ii) government grants, and to a much lesser
extent, net loss on disposal of property and equipment. For the years ended 31 December
2015, 2016 and 2017, other income amounted to RMB5.3 million, RMBS5.2 million and
RMB5.3 million, respectively.
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Administrative expenses

Administrative expenses of the Hangzhou Vegetable Group primarily consisted of
personnel expenses, depreciation and auditor’s remuneration. For the years ended 31
December 2015, 2016 and 2017, administrative expenses of the Hangzhou Vegetable
Group were RMB41.6 million, RMB42.4 million and RMB41.4 million, respectively. The
administrative expenses remained stable for the three years ended 31 December 2017.

Other operating expenses

For the years ended 31 December 2015, 2016 and 2017, other operating expenses of
the Hangzhou Vegetable Group were RMB17.0 million, RMB19.1 million and RMB18.8
million, respectively.

Profit from Operations

The Hangzhou Vegetable Group derived its profit or loss from operations by
deducting all net valuation loss on investment properties, administrative expenses and
other operating expenses from revenue and other income.

Profit from operations of the Hangzhou Vegetable Group was RMB65.0 million in
2015, RMB73.7 million in 2016 and RMB72.8 million in 2017. The increase in profit
from operations from 2015 to 2016 was primarily due to an increase in trade volume of
the vegetable market which lead to an increase in commission income. The profit from
operations in 2017 remained stable.

Finance Income and Expenses

Finance income of the Hangzhou Vegetable Group consisted of (i) interest income on
bank deposits; (ii) interest income on an entrusted loan to a third party; and (iii) interest
or distribution income on investments in debt securities and available-for-sale financial
assets. For the years ended 31 December 2015, 2016 and 2017, finance income of the
Hangzhou Vegetable Group were RMBI11.0 million, RMB11.0 million and RMBI11.5
million, respectively. The increases in 2016 and 2017 were primarily due to increase in
interest or distribution income on investments in debt securities and available-for-sale
financial assets, partially offset by the decrease in interest income on bank deposits and
on an entrusted loan to a third party.

Finance costs of the Hangzhou Vegetable Group consisted of bank charges and
others which amounted to RMB58,000, RMB73,000 and RMB78,000 for the years ended
31 December 2015, 2016 and 2017, respectively.

Net finance income of the Hangzhou Vegetable Group for the years ended 31

December 2015, 2016 and 2017 were RMB10.9 million, RMB11.0 million and RMB11.4
million, respectively.
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Income Tax

Each of the companies operating the Hangzhou Vegetable Group was established in
the PRC and was subject to PRC corporate income tax at a rate of 25% during each of the
three years ended 31 December 2017. For the years ended 31 December 2015, 2016 and
2017, income tax of the Hangzhou Vegetable Group amounted to RMB18.9 million,
RMB21.5 million and RMB21.2 million, respectively. The increase in income tax from
2015 to 2016 and slight decrease from 2016 to 2017 was consistent with the sales trend of
the Hangzhou Vegetable Group.

Profit for the Year

As a result of the foregoing, the Hangzhou Vegetable Group recorded a profit for the
year in the amount of RMBS57.0 million, RMB63.2 million and RMB63.1 million,
respectively, for the years ended 31 December 2015, 2016 and 2017.

Liquidity and Financial Resources

The Hangzhou Vegetable Group financed working capital and capital expenditures
principally through cash generated from operating activities and internal cash resources.
As at 31 December 2017, cash at bank and on hand of the Hangzhou Vegetable Group
amounted to RMB41.3 million.

Cash inflows from operations of the Hangzhou Vegetable Group were primarily
generated from commission, lease and management and administrative service fee income.
Cash outflows from operations were mainly for expenditures on personnel expenses and
other operating expenses, as well as income tax payments. Net cash generated from
operating activities in 2015 was RMB74.0 million, contributed by the cash inflow from
operating activities of RMB92.4 million, partially offset by income tax payment of
RMBI18.3 million. Net cash generated from operating activities in 2016 was RMB61.8
million, contributed by the cash inflow from operating activities of RMB71.7 million,
partially offset by income tax payment of RMB9.9 million. Net cash generated from
operating activities in 2017 was RMB58.4 million, contributed by cash inflow from
operating activities of RMB80.5 million, partially offset by the income tax payment of
RMB22.1 million.

Net cash used in investing activities in 2015 was RMB2.9 million, primarily due to
payments for an entrusted loan to a third party and payments for purchase of investments
in debt securities, partially offset by proceeds from redemption of investments in debt
securities and interest received. Net cash used in investing activities in 2016 was
RMB67.0 million, primarily due to the payments for purchase of available-for-sale
financial assets and payments for purchase of investments in debt securities, partially
offset by proceeds from redemption of available-for-sale financial assets, proceeds from
redemption of investments in debt securities and interest received. Net cash generated
from investing activities in 2017 was RMB60.7 million, primarily reflected the repayment
of an entrusted loan from a third party, proceeds from redemption of investments in debt
securities and interest received, partially offset by the advances to a related party.
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Net cash used in financing activity in 2015, 2016 and 2017, were RMB108.9 million,
RMB43.6 million and RMB111.8 million, respectively, solely reflected distributions paid
to equity shareholders of Hangzhou Vegetable.

As at 31 December 2015, 2016 and 2017, the Hangzhou Vegetable Group had net
current assets of RMBI107.6 million, RMB123.8 million and RMB87.1 million,
respectively. The increase in net current asset from 2015 to 2016 was primarily due to (i)
the increase in investments in debt securities which were wealth management products
issued by financial institutions in the PRC with guaranteed principal amounts plus fixed
or variable returns and (ii) the increase in available-for-sale financial assets which were
investments in trust units with no guarantee of principal or returns, partially offset by the
decrease in cash at bank. The decrease in net current assets from 2016 to 2017 was
primarily due to decrease in amount due from a related party and investments in debt
securities, coupled with the increase in payables to wholesalers and receipts in advance
for part of the disposal proceeds in relation to the disposal of a piece of land located in
Hangzhou.

As at 31 December 2017, the Hangzhou Vegetable Group did not have any
borrowings.

Gearing Ratio

The gearing ratio of the Hangzhou Vegetable Group, which is equal to interest-
bearing borrowings over total assets as at 31 December 2015, 2016 and 2017, were all nil
as it did not have any interest-bearing borrowings for the respective years.

Significant Investments

The Hangzhou Vegetable Group did not have any material equity investments as at
31 December 2015, 2016 and 2017.

Contingent Liabilities

Save as disclosed above, the Hangzhou Vegetable Group did not have any other
contingent liabilities as at 31 December 2017.

Commitments

The Hangzhou Vegetable Group leases out its properties under operating leases as
lessor. As at 31 December 2017, the expected minimum lease income under non-
cancellable lease amounted to RMBS8.6 million.
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Hangzhou Fruit-products Group
Business Review

Hangzhou Fruit-products was established in Hangzhou, the PRC on 18 June 2001
and is a subsidiary of Hangzhou Zhaorong. Hangzhou Fruit-products has been principally
engaging in the business operations of a fruit wholesale market in Hangzhou in which
fruits are traded by the sellers and buyers. Hangzhou Fruit-products and its subsidiary
comprise the Hangzhou Fruit-products Group (the Hangzhou Fruit-products Group)
which operates and manages the said fruit market and collects various incomes such as
commission income, lease income and management and administrative service fee from
the sellers and buyers.

Results of Operations
Revenue

Revenue of the Hangzhou Fruit-products Group comprises (i) commission income
from management of the fruit wholesale market; (ii) lease income from operating leases in
the fruit wholesale market; and (iii) sales of goods from the fruit wholesale market. The
following table sets out the breakdown of revenue for the years indicated:

Years ended 31 December
2015 2016 2017
RMB’000 RMB’000 RMB’000

Commission income 137,703 136,490 142,346
Lease income 12,257 14,218 16,680
Sales of goods 6,650 7,901 4,186

156,610 158,609 163,212

Revenue of the Hangzhou Fruit-products Group increased by 1.3% from RMB156.6
million in 2015 to RMB158.6 million in 2016, and further by 2.9% to RMB163.2 million
in 2017. The increases in revenue were primarily due to the increased trading volume of
the fruit wholesale market as it continued to expand in business scale.

Gross profit and gross profit margin

Gross profit for the years ended 31 December 2015, 2016 and 2017 was RMB150.5
million, RMB151.5 million and RMB159.6 million, respectively. Gross profit margin for
the years ended 31 December 2015, 2016 and 2017 was 96.1%, 95.5% and 97.8%,
respectively. The Hangzhou Fruit-products Group maintained a consistently high gross
profit margin in 2015, 2016 and 2017 since it has a relatively small cost of sales for its
business operations.
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Net Valuation Gain on an Investment Property

Net valuation gain for the Hangzhou Fruit-products Group on an investment property
for the years ended 31 December 2015, 2016 and 2017 was RMB2.5 million, RMB6.4
million and RMB7.0 million, respectively. The investment property owned by the
Hangzhou Fruit-products Group is located in the PRC.

Investment properties are land or buildings which are owned or held under a
leasehold interest to earn lease income or for capital appreciation. These include land held
for a currently undetermined future use and property that is being constructed or
developed for future use as investment property. They are stated at fair value and any
gain or loss arising from a change in fair value or from the retirement or disposal of an
investment property is recognised in profit or loss.

Administrative expenses

Administrative expenses of the Hangzhou Fruit-products Group primarily consisted
of personnel expenses, impairment losses, auditor’s remuneration and depreciation. For
the years ended 31 December 2015, 2016 and 2017, administrative expenses of the
Hangzhou Fruit-products Group were RMB22.5 million, RMB102.0 million and RMB24.8
million, respectively. The administrative expenses significantly increased in 2016 were
primarily due to impairment losses on interest in associates.

Other operating expenses

Other operating expenses primarily consisted of personnel expenses, operating lease
charges, depreciation and repair and maintenance expenses. For the years ended 31
December 2015, 2016 and 2017, other operating expenses of the Hangzhou Fruit-products
Group were RMBO91.2 million, RMB98.3 million and RMB95.9 million, respectively.

Profit or Loss from Operations

The Hangzhou Fruit-products Group derived its profit or loss from operations by
deducting all cost of sales, administrative expenses and other operating expenses and by
adding net valuation gain on an investment property from revenue and other income.

Profit from operations of the Hangzhou Fruit-products Group was RMB39.8 million
in 2015, loss from operations was RMB40.0 million in 2016 and profit from operations
was RMB49.5 million in 2017. The loss from operations of the Hangzhou Fruit-products
Group in 2016 was primarily due to the increase in administrative expenses. The profit
from operations in 2017 was consistent with the sales trend.
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Finance Income and Expenses

Finance income of the Hangzhou Fruit-products Group consisted of interest income
which amounted to RMB4.8 million, RMB4.2 million and RMB5.9 million, respectively,
for the years ended 31 December 2015, 2016 and 2017. The interest income was derived
from advances to third parties with a fixed interest rates ranging from 5.35% to 6% per
annum and are repayable within one year.

Finance expenses of the Hangzhou Fruit-products Group consisted of mainly interest
expense on interest-bearing borrowings and, to a much lesser extent, bank charges and
others. Finance expenses of the Hangzhou Fruit-products Group were RMB4.1 million,
RMB3.0 million and RMB4.0 million, respectively, for the years ended 31 December
2015, 2016 and 2017. The decrease and increase in finance expenses were consistent with
the total amount of interest-bearing borrowings for the respective years.

Net finance income of the Hangzhou Fruit-products Group was RMBO0.8 million,
RMBI1.3 million and RMB1.9 million, respectively, for the years ended 31 December
2015, 2016 and 2017.

Income Tax

Each of the companies operating the Hangzhou Fruit-products Group was established
in the PRC and was subject to PRC corporate income tax at a rate of 25% during each of
the three years ended 31 December 2017. The income tax for the years ended 31
December 2015, 2016 and 2017 were RMB9.5 million, RMB10.0 million and RMB13.3
million, respectively. The increases in income tax were primarily due to the increase in
profit before taxation. There was an increase in income tax in 2016 despite the loss before
taxation which was mainly attributable to the effect on non-taxable expenses.

Profit or Loss for the Year

As a result of the foregoing, the Hangzhou Fruit-products Group recorded a profit for
the year in the amount of RMB31.1 million in 2015, loss for the year in the amount of
RMB49.5 million in 2016 and profit for the year in the amount of RMB38.1 million in
2017.

Liquidity and Financial Resources

The Hangzhou Fruit-products Group financed working capital and capital
expenditures principally through cash generated from operating activities, borrowings
(mainly bank loans) and internal cash resources. As at 31 December 2017, cash at bank
and on hand of the Hangzhou Fruit-products Group amounted to RMB195.5 million.

Cash inflows from operations of the Hangzhou Fruit-products Group were primarily
generated from commission, lease and management and administrative service fee income
from managing and leasing of space at the fruit wholesale market. Cash outflows from
operations were mainly for expenditures on personnel costs and other operating expenses,
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as well as income tax payments. Net cash generated from operating activities in 2015 was
RMB44.0 million, contributed by the cash inflow from operating activities of RMB52.0
million, partially offset by income tax payment of RMBS8.0 million. Net cash generated
from operating activities in 2016 was RMB45.7 million, contributed by the cash inflow
from operating activities of RMB56.7 million, partially offset by income tax payment of
RMBI11.0 million. Net cash generated from operating activities in 2017 was RMB33.5
million, contributed by cash inflow from operating activities of RMB49.9 million,
partially offset by the income tax payment of RMB16.4 million.

Net cash used in investing activities in 2015 was RMB4.5 million, primarily due to
payments for the purchase of property and equipment such as office equipment and
vehicles, partially offset by interest received. Net cash used in investing activities in 2016
was RMB101.3 million, primarily due to (i) the payment for advances to an associate,
namely Pinghu Agricultural Wholesale; (ii) the payments for acquisition of an associate,
Pinghu Agricultural Wholesale; and (iii) an increase in amounts due from third parties,
partially offset by interest received. Net cash generated from investing activities in 2017
was RMBI147.7 million, primarily reflected (i) the proceeds from disposal of an
investment property pursuant to a disposal agreement entered between Hangzhou Fruit-
products and local government; (ii) a decrease in amounts due from third parties; and (iii)
interest received, partially offset by payment for deposits for acquisition of a company
engaged in seafood wholesale market business in the PRC.

Net cash used in financing activities in 2015 was RMB11.9 million, primarily
reflected the repayment of interest-bearing borrowings and distributions paid to equity
shareholders of Hangzhou Fruit-products, partially offset by the capital contributions by
equity shareholders of Hangzhou Fruit-products. Net cash generated from financing
activities in 2016 was RMB33.2 million, primarily reflected the proceeds from interest-
bearing borrowings and capital contributions by equity shareholders of Hangzhou Fruit-
products, partially offset by the repayment of interest-bearing borrowings and
distributions paid to equity shareholders of Hangzhou Fruit-products. Net cash used in
financing activities in 2017 was RMB72.5 million which primarily reflected the
repayment of interest-bearing borrowings and distributions paid to equity shareholders of
Hangzhou Fruit-products, partially offset by the proceeds from interest-bearing
borrowings.

As at 31 December 2015, 2016 and 2017, the Hangzhou Fruit-products Group had
net current assets of RMB25.1 million, net current liabilities of RMB40.2 million and net
current liabilities of RMB30.1 million, respectively. The net current liabilities recorded in
2016 from net current assets in 2015 was primarily due to (i) an increase in distributions
payables to equity shareholders of Hangzhou Fruit-products; (ii) an increase in secured
bank loans and (iii) an increase in payables for deposits in relation to deposits paid by
wholesalers for the privilege to renew, to sign and to secure the operating contracts. The
decrease in net current liabilities recorded in 2017 was primarily due to an increase in
cash at bank and an increase in investments in debt securities which were wealth
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management products issued by financial institutions in the PRC, partially offset by the
receipts in advance of disposal proceeds in relation to the disposal of an investment
property in Hangzhou.

As at 31 December 2017, total borrowings of the Hangzhou Fruit-products Group
amounted to RMB30.0 million. These interest-bearing borrowings were all bank loans
secured by certain properties with original maturity within 12 months, with fixed annually
interest rates ranging from 3.96% to 4.68% for the years ended 31 December 2017.

Gearing Ratio

The gearing ratio of the Hangzhou Fruit-products Group, which is equal to interest-
bearing borrowings over total assets as at 31 December 2015, 2016 and 2017, were 2.9%,
7.8% and 4.9%, respectively.

Significant Investments

Hangzhou Fruit-products entered into a sale and purchase agreement in 2016 to
indirectly hold 24.47% effective interest in Pinghu Agricultural Wholesale, which own an
agricultural products market in Zhejiang province, PRC, with the consideration of
RMB30.0 million. Hangzhou Fruit-products also provided working capital of RMB50.0
million to Pinghu Agricultural Wholesale to meet the operational requirements of the said
agricultural products market.

Contingent Liabilities

Save as disclosed above, the Hangzhou Fruit-products Group did not have any other
contingent liabilities as at 31 December 2017.

Commitments

The Hangzhou Fruit-products Group has made capital commitments in respect of the
remaining payments for the acquisition of a company in the PRC engaged in seafood
wholesale market business. As at 31 December 2017, the amount of commitments
contracted but not provided for in respect of such uses was RMB180.0 million.

The Hangzhou Fruit-products Group leases out its properties under operating lease as
lessor and leases properties for the use by its fruit market operations under operating lease
as lessee. As at 31 December 2017, the future minimum lease income under non-
cancellable lease amounted to RMB120.6 million and the future minimum lease payments
under non-cancellable operating leases amounted to RMB114.9 million.
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The following is the text of a report set out on pages IV-1 to IV-48, received from the
Company’s reporting accountants, KPMG, Certified Public Accountants, Hong Kong, for the
purpose of incorporation in this circular.

KPMG

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF RENHE COMMERCIAL HOLDINGS COMPANY LIMITED

Introduction

We report on the Historical Financial Information relating to United Progress Group
Limited (the “Hada Target Company”) and its subsidiaries (together, the ‘“Hada Target
Group”) set out on pages IV-3 to IV-48, which comprises the combined statements of financial
position as at 31 December 2015, 2016 and 2017, the combined statements of profit or loss, the
combined statements of profit or loss and other comprehensive income, the combined
statements of changes in equity and the combined cash flow statements, for each of the years
ended 31 December 2015, 2016 and 2017 (the “Track Record Periods”), and a summary of
significant accounting policies together with the explanatory notes (the “Historical Financial
Information”), for inclusion in the circular of Renhe Commercial Holdings Company Limited
(the “Company”) dated 29 June 2018 (the ‘““Circular’) in connection with the acquisition of
the entire issued share capital of the Hada Target Company, which controls the Hada Target
Group as at the date of the Circular (the ‘“Hada Acquisition”).

Directors’ responsibility for Historical Financial Information

The directors of the Company are responsible for the preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation and
presentation set out in Note 1 to the Historical Financial Information, and for such internal
control as the directors of the Company determine is necessary to enable the preparation of the
Historical Financial Information that is free from material misstatement, whether due to fraud
or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200 ‘““Accountants’ Reports on Historical
Financial Information in Investment Circulars” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA™). This standard requires that we comply with ethical
standards and plan and perform our work to obtain reasonable assurance about whether the
Historical Financial Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgement, including the assessment of risks of material misstatement of
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the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that give a true and fair view in accordance
with the basis of preparation and presentation set out in Note 1 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Our
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purpose of the
accountants’ report, a true and fair view of the Hada Target Group’s combined financial
position as at 31 December 2015, 2016 and 2017 and of the Hada Target Group’s combined
financial performance and cash flows for the Track Record Periods in accordance with the
basis of preparation and presentation set out in Note 1 to the Historical Financial Information.

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

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page IV-3 have been made.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

29 June 2018
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HISTORICAL FINANCIAL INFORMATION OF THE HADA TARGET GROUP

Set out below is the Historical Financial Information which forms an integral part of this

accountants’ report.

The combined financial statements of the Hada Target Group for the Track Record
Periods, on which the Historical Financial Information is based, were audited by KPMG
Huazhen LLP in accordance with Hong Kong Standards on Auditing issued by the HKICPA

(“Underlying Financial Statements”).

Combined statements of profit or loss
(Expressed in Renminbi (“RMB’’))

Revenue
Cost of sales

Gross profit

Other net income/(expense)

Valuation losses on investment properties
Administrative expenses

Other operating expenses

Profit/(loss) from operations

Finance income
Finance expenses

Net finance expenses
Profit/(loss) before taxation
Income tax

Profit/(loss) for the year

Note

4a

6(a)

Years ended 31 December

2015 2016 2017
RMB’000  RMB’000  RMB’000
539,606 102,852 99,523
(3,142) (4,886) (3,774)
536,464 97,966 95,749
68,835 7,758 (2,591)
— (82,749) (28,305)
(302,267) (44,912) (49,764)
(17,601) (329) (1,294)
_____ 285431 (22,266) 13,795
783,922 853,085 1,183,981
(949,941)  (1,053,429) (1,221,717)
___(166,019) __ (200,344) (37,736
119,412 (222,610) (23,941)
(52,746) (16,369) (29,694)
66,666 (238,979) (53,635)

The accompanying notes form part of the Historical Financial Information.
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Combined statements of profit or loss and other comprehensive income
(Expressed in RMB)

Years ended 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
Profit/(loss) the year 66,666 (238,979) (53,635)
Other comprehensive income for the year
(after tax and reclassification
adjustments)
Items that may be reclassified subsequently
to profit or loss:
Exchange differences on translation of
financial statements of foreign operations (214,905) (234,708) 242,453
Total comprehensive income for the year (148,239) (473,687) 188,818

The accompanying notes form part of the Historical Financial Information.
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Combined statements of financial position

(Expressed in RMB)

Non-current assets
Property and equipment
Investment properties
Intangible assets
Deferred tax assets

Total non-current assets

Current assets

Inventories

Prepayments and other receivables
Cash at bank and on hand

Total current assets

Current liabilities

Trade and other payables
Interest-bearing borrowings
Taxation

Total current liabilities

Net current assets

Total assets less current liabilities

Note

10
11
12

18(b)

13
14

15
16
18(a)

At 31 December

The accompanying notes form part of the Historical Financial Information.
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2015 2016 2017
RMB’000  RMB’000  RMB’000
22,949 26,425 20,174
952,326 959,035 929,634
21,599 16,966 12,820
918,837 902,632 874,145
1915711 1,905,058 1,836,773
3,157 2,963 2,018
15,512,730 21,180,197 16,547,921
674,267 433,749 _ 1,825,254
16,190,154 21,616,909 18,375,193
6,579,586 9,618,782 5,662,913
7,519,286 7,578,745 11,986,900
6.076 7,083 6,632
14,104,948 17,204,610 _ 17,656,445
2,085,206 __ 4.412.299 718,748
4,000,917 6,317,357 __ 2,555,521
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Combined statements of financial position (continued)

(Expressed in RMB)

Non-current liabilities
Interest-bearing borrowings
Deferred income

Total non-current liabilities

Net liabilities

Total equity-deficit

Note

16
17

At 31 December

2015 2016 2017
RMB’000  RMB’000  RMB’000
5,791,797 8,580,000 4,634,000

558,784 560,708 556,054
6,350,581 9,140,708 __ 5,190,054
2,349,664 _ 2,823,351 _ 2,634,533
(2.349.664) _ (2,823,351) _ (2.634,533)

The accompanying notes form part of The Historical Financial Information.
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Combined statements of changes in equity

(Expressed in RMB)

Balance at 1 January 2015

Changes in equity for 2015
Profit for the year
Other comprehensive income

Total comprehensive income

Transfer to reserve fund
Deemed distribution to
shareholders

Balance at 31 December 2015
and 1 January 2016

The accompanying notes form part of The Historical Financial Information.

Note

200bii)

20(b(iv)

PRC
Other statutory Exchange  Accumulated
Share capital reserve reserve reserves  gain/(losses) Total
RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
20(a) 200b)(i) 20(b)ii) 20(b)iii)
— (25,000) 201,461 (827,962) 5,807,140 5,155,639
— — — — 66,000 06,060
- — — (214,903) — (214,905)
T om0y 66666 (148.239)
- - 15,680 — (15,680) —
- - — — (1357,064) (7,357,064
— (25,000) 217,141 (1,042,867 (1,498938)  (2,349,664)
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Combined statements of changes in equity (continued)

(Expressed in RMB)

PRC
Share Other statutory Exchange Accumulated
capital reserve reserve reserves losses Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Note 20(a) 20(b)(i) 20(b)(ii) 20(b)(iii)
Balance at 1 January 2016 — (25,000) 207,141 (1,042,867)  (1,498,938)  (2,349,664)
Changes in equity for 2016
Loss for the year — — — — (238,979 (238,979)
Other comprehensive income — — — (234,708) — (234,708)
Total comprehensive income === (234708) (238,979) (473,687)
Transfer to reserve fund 20(b)(ii) — — 345 — (345) —
Balance at 31 December 2016
and 1 January 2017 — (25,000) 217486 (1,277,575)  (1,738,262)  (2,823,351)

The accompanying notes form part of The Historical Financial Information.

- IV-8 -



APPENDIX IV

ACCOUNTANTS’ REPORT OF THE HADA TARGET GROUP

Combined statements of changes in equity (continued)

(Expressed in RMB)

PRC
Other statutory Exchange  Accumulated
Share capital reserve reserve reserves losses Total
RMB’000 RMB’000 RMB’000 RMB000 RMB’000 RMB’000
Note 20(a) 20(b)(i) 20(b)(ii) 20(b)(iii)

Balance at 1 January 2017 — (25,000) 7486 (1,277,575 (1,738,262)  (2,823,351)
Changes in equity for 2017

Loss for the year — - — — (53,635) (53,639)

Other comprehensive income — — — 242453 — 242,453

Balance at 31 December 2017 — (25,000) 207486 (1,035,12)  (L791,897)  (2,634,533)

The accompanying notes form part of The Historical Financial Information.
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Combined cash flow statements
(Expressed in RMB)

Cash flows from operating activities
Profit/(loss) for the year
Adjustments for:
Depreciation
Amortisation
Impairment loss on prepayments and other
receivables
Finance expenses
Finance income
Government grants
Valuation losses on Investment properties
Net loss/(gain) on disposal of property and
equipment and investment properties
Income tax
Changes in working capital:
Decrease in inventories
(Increase)/decrease in prepayments and
other receivables
(Decrease)/increase in trade and other
payables

Cash (used in)/generated from operating
activities
Income tax (paid)/refund

Net cash (used in)/generated from
operating activities

Note

6(c)
6(c)

6(c)

6(a)

6(a)
17
11

18(a)

Years ended 31 December

2015 2016 2017
RMB’000  RMB’000  RMB’000
66,666 (238,979) (53,635)
24,163 4,993 5,992
4,991 4,633 4,099
118,332 — —
948,943 1,052,909 1,221,679
(783,922)  (853,085) (1,183,981)
(3,046) (4,377) (4,654)
— 82,749 28,305
1,470 (501) 12,426
52,746 16,369 29,694
342 194 945
(229,073) 9,428 (2,820)
(336,692) (1,171) 9,910
(135,080) 73,162 67,960
(65,890) 843 (1,658)
(200,970) 74,005 66,302

The accompanying notes form part of the Historical Financial Information.
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Combined cash flow statements (continued)
(Expressed in RMB)

Years ended 31 December
2015 2016 2017
Note RMB’000 RMB’000 RMB’000

Investing activities
Payment for purchase of property and

equipment (14,943) (98,021) (26,627)
Increase in time deposit with banks (400,000) —  (1,400,000)
Net (increase)/decrease in amounts due from

related parties (6,003,759) (5,705,230) 4,663,060
Net decrease in amounts due from third

parties 1,450,329 68,982 43,878
Government grant received 17 7,900 6,301 —
Interest received 779,957 857,050 1,146,017
Proceeds from disposal of property and

equipment and investment properties 24,961 595 15,603

Net cash (used in)/generated from
investing activities (4,155,555) (4,870,323) 4,441,931

Financing activities

Proceeds from interest-bearing borrowings 6,764,000 10,740,000 7,464,900
Repayment of interest-bearing borrowings (3,058,700) (7,892,338) (7,002,745)
Net increase/(decrease) in amounts due to

related parties 1,761,083 2,761,047 (3,757,204)
Interest paid (948,943) (1,052,909) (1,221,679)

Net cash generated from/(used in)
financing activities 4,517,440 4,555,800 (4,516,728)

The accompanying notes form part of the Historical Financial Information.

- IV-11 -



APPENDIX IV ACCOUNTANTS’ REPORT OF THE HADA TARGET GROUP

Combined cash flow statements (continued)
(Expressed in RMB)

Years ended 31 December

2015 2016 2017
Note RMB’000 RMB’000 RMB’000

Net increase/(decrease) in cash and cash

equivalents 160,915 (240,518) (8,495)
Cash and cash equivalents at 1 January 113,352 274,267 33,749
Cash and cash equivalents at 31 December /4(a) 274,267 33,749 25,254

The accompanying notes form part of the Historical Financial Information.
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NOTES TO HISTORICAL FINANCIAL INFORMATION
1 BASIS OF PREPARATION AND PRESENTATION OF HISTORICAL FINANCIAL INFORMATION

Pursuant to the announcement dated 5 June 2018 (the “Announcement’), the Company proposed to acquire
and New Amuse Limited (“New Amuse” or one of the “Vendors’) proposed to sell the entire share capital of Hada
Target Company, a company holds the Hada Target Group which in turn holds the land and properties of the seven
agricultural produce wholesale markets (the “Markets’).

The Hada Target Company was incorporated in the British Virgin Islands (“BVI’) on 22 March 2018 which
is an investment holding company and has not carried on any business since the date of its incorporation save for
the reorganisation described below. The Hada Target Company and its subsidiaries set out below are principally
engaged in operating and managing seven agricultural produce wholesale markets (the “Markets”) in PRC (the
“Hada Target Business™).

Prior to the incorporation of the Hada Target Company, the above mentioned Markets were owned by and the
Hada Target Business was carried out by various companies in the PRC (the “PRC Landlord Companies™),
controlled by New Amuse. In addition, the PRC Landlord Companies also owned certain entities which are
engaging in businesses that are dissimilar from the Hada Target Business (the “Other Businesses™) or dormant
companies.

To facilitate the Hada Acquisition, the Hada Target Group underwent a corporate reorganisation (the
“Reorganisation”) which principally involved the followings:

(i)  The Hada Target Company was incorporated in the BVI by New Amuse;

(i) New Amuse transferred its entire equity interests in Crest Support Limited, Guan Wang Limited, Ming
Gao Limited, Perfect Elements Express Limited, Toppy Stage Limited, Bumper Rise Limited and
Blossom Season Limited (collectively as the “Original BVI Holding Companies’), which indirectly
held the entire equity interests in the PRC Landlord Companies; and

(iii) Completion of disposals of the Other Businesses.

Upon completion of the Reorganisation, the Hada Target Company became the holding company of the
companies now comprising the Hada Target Group.

Prior to and after the Reorganisation, the companies now comprising the Hada Target Group were under the
common control of New Amuse and there has been a continuation of risks and benefits on the Hada Target Business
to New Amuse that exists prior to the Reorganisation. Accordingly, the Historical Financial Information has been
prepared using the merger basis of accounting by including the Historical Financial Information of the companies
engaged in the Hada Target Business, under the common control of New Amuse immediately before and after the
Reorganisation and now comprising the Hada Target Group, as if the current group structure had been in existence
throughout the periods presented.

The net assets of the combining companies were combined using the existing book values from New Amuse’s
perspective. No amount is recognised as consideration for goodwill or excess of acquirer’s interest in the net fair
value of acquiree’s identifiable assets, liabilities and contingent liabilities over cost at the time of common control
combination, to the extent of the continuation of New Amuse’s interests.

The combined statements of profit or loss, combined statements of profit or loss and other comprehensive
income, the combined statements of changes in equity and the combined cash flow statements of the Hada Target
Group for the Track Record Periods as set out in this report include the financial performance and cash flows of the
companies now comprising the Hada Target Group (or where the companies were incorporated or under common
control of New Amuse at a date later than 1 January 2015, for the period from the date of incorporation or the date
under common control to 31 December 2017) as if the current group structure had been in existence throughout the
Track Record Periods. The combined statements of financial position of the Hada Target Group as at 31 December
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2015, 2016 and 2017 as set out in this report have been prepared to present the financial position of the companies
now comprising the Hada Target Group as at those dates as if the current group structure had been in existence as at
the respective dates.

Intra-group balances and transactions are eliminated in full in preparing the Historical Financial Information.

As at the date of this report, Hada Target Company had direct or indirect interests in the following
subsidiaries, all of which are private companies. The particulars of these subsidiaries are set out below:

Particulars of ~Percentage of interest

Place and date of issued and  attributable to the
Name of entity Notes  establishment paid-up capital parent’s net investment Principal activities

Direct  Indirect

Harbin Hada Agricultural and Sideline (i)  Harbin the PRC RMB154,000,000 - 100%  Agricultural Produce Market
Products Joint Stock Company Limited 29 March 2002
(“Harbin Hada™) (VAW EERIE &R0
()
Harbin Youyi Warehouse Company Limited (i)  Harbin the PRC RMB 45,000,000 - 100%  Agricultural Produce Market
(“Harbin Youyi”) (%A A A G AR5 25 April 2005
fEA)
Shouguang Agri-Products Logistics Park (iii) ~ Shouguang the PRC USD229,300,000 - 100%  Agricultural Produce Market
Company Limited (*“Shouguang Logistics”) 26 December 2008
FLREMIREARLD)
Shenyang Dili Agricultural and Sideline (iii) ~ Shenyang the PRC RMB800,000,000 - 100%  Agricultural Produce Market
Products Company Limited (“Shenyang 21 December 2010
Dili”) (ERAEHRRERARAA)
Shenyang Jindongmao Property Company (iii) ~ Shenyang the PRC USD95,000,000 - 100%  Agricultural Produce Market
Limited (“Shenyang Jindongmao”) ({54 26 December 2006
REEXHRAA)
Mudanjiang Muda Agricultural and Sideline (i)  Mudanjiang the PRC USD30,000,000 - 100%  Agricultural Produce Market
Products Company Limited (“Mudanjiang 28 December 2009
Muda”) (HFHIHERAE R ARAR)
Guiyang Dili Agri-Products Logistics Park (i)  Guiyang the PRC USD30,000,000 - 100%  Agricultural Produce Market
Company Limited (‘Guiyang Dili") (% 15 November 2010
HHRERDRRARAR)
Qiqihar Hada Agricultural and Sideline (i)  Qigihar the PRC RMB50,000,000 - 100%  Agricultural Produce Market
Products Company Limited (“Qigihar 14 August 2008
Hada") (KERARERAEHARLA)
Liaoning Yindali Property Investment (iii)  Shenyang the PRC RMB20,000,000 - 100%  Agricultural Produce Market
Company Limited (“Liaoning Yindali”) 25 January 2007
(BERENEXREARLR)
Crest Support Limited the BVI USD1 100% — Investment holding
26 May 2010
Guan Wang Limited the BVI USDI 100% — Investment holding
26 May 2010
Ming Gao Limited the BVI USD1 100% — Investment holding
26 May 2010
Perfect Elements Express Limited the BVI USD1 100% — Investment holding
28 December 2011
Toppy Stage Limited the BVI USDI 100% — Investment holding
30 August 2010
Bumper Rise Limited the BVI USD1 100% — Investment holding
15 September 2010
Blossom Season Limited the BVI USD1 100% — Investment holding
1 December 2009
Fine Creative Limited Hong Kong HKDI1 - 100% Investment holding
26 May 2010
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Particulars of Percentage of interest
Place and date of issued and attributable to the
Name of entity Notes  establishment paid-up capital parent’s net investment Principal activities

Direct  Indirect

Great Spread Corporation Limited Hong Kong HKD1 — 100% Investment holding
26 May 2010

Honour Most Limited Hong Kong HKD1 — 100% Investment holding
26 May 2010

Royal Future Limited Hong Kong HKD1 — 100%  Investment holding
19 July 2011

City Hero International Limited Hong Kong HKD1 - 100% Investment holding
§ December 2009

Lucky Base Limited Hong Kong HKD1 — 100% Investment holding
28 July 2010

Able Vantage Limited Hong Kong HKD1 — 100%  Investment holding
17 December 2009

Ola Ola (Hong Kong) Limited Hong Kong HKD10,000 - 100% Investment holding

23 December 2011

(i)  The English translation of the names are for reference only. The official names of these entities are in
Chinese.

(i)  The statutory audit of these entities for the year ended 31 December 2015, 2016 and 2017 have been
audited in accordance with the Accounting Standards for Business Enterprises issued by the Ministry of
Finance of the PRC.

(iii) For the year ended 31 December 2015, 2016 and 2017, no audited statutory financial statements have
been prepared for these entities.

All companies comprising the Hada Target Group have adopted 31 December as their financial year end date.

The Historical Financial Information has been prepared in accordance with all applicable International
Financial Reporting Standards (“IFRSs”) which collective term includes all applicable individual International
Financial Reporting Standards, International Accounting Standards and Interpretations issued by the International
Accounting Standards Board (“IASB”). Further details of the significant accounting policies adopted are set out in
Note 2.

The TASB has issued a number of new and revised IFRSs. For the purpose of preparing this Historical
Financial Information, the Hada Target Group has adopted all applicable new and revised IFRSs to the Track
Record Periods, except for any new standards or interpretations that are not yet effective for the accounting year
ended 31 December 2017. The revised and new accounting standards and interpretations issued but not yet effective
for the accounting period beginning on 1 January 2017 are set out in Note 24.

The Historical Financial Information also complies with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The accounting policies set out below have been applied consistently to all periods presented in the Historical
Financial Information.

As at 31 December 2017, Hada Target Group had net liabilities of RMB2,634,533,000 including amounts due
to the immediate holding companies RMB3,458,581,000 which have been subsequently settled as loan capitalisation
as at the date of this Historical Financial Information as set out in Note 15(i). The Historical Financial Information
has been prepared on a going concern basis notwithstanding the above mentioned conditions, because the Hada
Target Group’s immediate holding company, New Amuse Limited, has confirmed that it will provide continuous
financial support to Hada Target Group within the next twelve months after the end of the reporting date or before
the completion of the Hada Acquisition, in order to enable it to meet its liabilities as and when they fall due.
Meanwhile, based on a detailed review of the working capital forecast of the Hada Target Group for the year ending
31 December 2018, the Hada Target Group will have necessary liquid funds to finance its working capital and
capital expenditure requirements. Accordingly, the directors of the Company consider it is appropriate to prepare the
financial statements on a going concern basis.
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SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of measurement

The measurement basis used in the preparation of the financial statements is the historical cost basis
except that investment property is stated at its fair value as explained in the accounting policies set out in
Note 2(e).

(b) Use of estimates and judgements

The preparation of Historical Financial Information in conformity with IFRSs requires management to
make judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgements about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of IFRSs that have significant effect on the
Historical Financial Information and major sources of estimation uncertainty are discussed in Note 3.

(¢) Functional and presentation currency

The Historical Financial Information are presented in Renminbi (“RMB”), rounded to the nearest
thousand, which is the functional currency of the subsidiaries carrying on the principal activities of the Hada
Target Group.

(d) Subsidiaries

Subsidiaries are entities controlled by the Hada Target Group. The Hada Target Group controls an
entity when it is exposed, or has rights, to variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. When assessing whether the Hada Target
Group has power, only substantive rights (held by the Hada Target Group and other parties) are considered.

An investment in a subsidiary is combined into the Historical Financial Information from the date that
control commences until the date that control ceases. Intra-group balances, transactions and cash flows and
any unrealised profits arising from intra-group transactions are eliminated in full in preparing the Historical
Financial Information. Unrealised losses resulting from intra-group transactions are eliminated in the same
way as unrealised gains but only to the extent that there is no evidence of impairment.

Changes in the Hada Target Group’s interests in a subsidiary that do not result in a loss of control are
accounted for as equity transactions, whereby adjustments are made to the amounts within combined equity to
reflect the change in relative interests, but no adjustments are made to goodwill and no gain or loss is
recognised.

When the Hada Target Group loses control of a subsidiary, it is accounted for as a disposal of the entire
interest in that subsidiary, with a resulting gain or loss being recognised in profit or loss.

(e) Investment property
Investment properties are land and/or buildings which are owned or held under a leasehold interest (see

Note 2(h)) to earn lease income and/or for capital appreciation. These include land held for a currently
undetermined future use and property that is being constructed or developed for future use as investment

property.
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Investment properties are stated at fair value, unless they are still in the course of construction or

development at the end of the reporting period and their fair value cannot be reliably measured at that time.
Any gain or loss arising from a change in fair value or from the retirement or disposal of an investment
property is recognised in profit or loss. Lease income from investment properties is accounted for as described
in Note 2(r)(i).

When the Hada Target Group holds a property interest under an operating lease to earn lease income

and/or for capital appreciation, the interest is classified and accounted for as an investment property on a
property-by-property basis. Any such property interest which has been classified as an investment property is
accounted for as if it were held under a finance lease (see Note 2(h)), and the same accounting policies are
applied to that interest as are applied to other investment properties leased under finance leases. Lease
payments are accounted for as described in Note 2(h).

(®

Property and equipment
(i) Recognition and measurement

Items of property and equipment and leasehold improvements are measured at cost less
accumulated depreciation and accumulated impairment losses (see Note 2(i)(ii)).

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the asset to a working condition for its intended use, the costs of dismantling
and removing the items and restoring the site on which they are located, and capitalised borrowing
Ccosts.

When parts of an item of property and equipment have different useful lives, they are accounted
for as separate items (major components) of property and equipment.

The gain or loss on disposal of an item of property and equipment is determined by comparing
the proceeds from disposal with the carrying amount of property and equipment and is recognised net
within “other income” in profit or loss.

(ii)  Subsequent costs

The cost of replacing a component of an item of property and equipment is recognised in the
carrying amount of the item if it is probable that the future economic benefits embodied with the
component will flow to the Hada Target Group, and its cost can be measured reliably. The carrying
amount of the replaced part is derecognised. The costs of the day-to-day servicing of property and
equipment are recognised in profit or loss as incurred.

(iii) Depreciation
Depreciation is based on the cost of an asset less its residual value. Significant components of
individual assets are assessed and if a component has a useful life that is different from the remainder

of that asset, that component is depreciated separately.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives
of each component of an item of property and equipment.
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The estimated useful lives for current and comparative years are as follows:

° Land and buildings 30-40 years
° Fixtures and furniture 5-10 years
° Office equipment 5-10 years
° Vehicles 5-20 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

(g) Intangible assets (other than goodwill)

Intangible assets that are acquired by the Hada Target Group are stated at cost less accumulated
amortisation (where the estimated useful life is finite) and impairment losses (see Note 2(i)(ii)).

Amortisation of intangible assets with finite useful lives is charged to profit or loss on a straight-line
basis over the assets’ estimated useful lives. The following intangible assets with finite useful lives are
amortised from the date they are available for use and their estimated useful lives are as follows:

—  Software 3-10 years

Intangible assets are not amortised while their useful lives are assessed to be indefinite. Any conclusion
that the useful life of an intangible asset is indefinite is reviewed annually to determine whether events and
circumstances continue to support the indefinite useful life assessment for that asset. If they do not, the
change in the useful life assessment from indefinite to finite is accounted for prospectively from the date of
change and in accordance with the policy for amortisation of intangible assets with finite lives as set out
above.

(h) Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if the Hada
Target Group determines that the arrangement conveys a right to use a specific asset or assets for an agreed
period of time in return for a payment or a series of payments. Such a determination is made based on an
evaluation of the substance of the arrangement and is regardless of whether the arrangement takes the legal
form of a lease.

(i) Classification of assets leased to the Hada Target Group

Assets that are held by the Hada Target Group under leases which transfer to the Hada Target
Group substantially all the risks and rewards of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the risks and rewards of ownership to the Hada
Target Group are classified as operating leases, with the following exceptions:

—  property held under operating leases that would otherwise meet the definition of an
investment property is classified as investment property on a property-by-property basis
and, if classified as investment property, is accounted for as if held under a finance lease
(see Note 2(e)); and

— land held for own use under an operating lease, the fair value of which cannot be measured
separately from the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease, unless the building is also clearly held
under an operating lease. For these purposes, the inception of the lease is the time that the
lease was first entered into by the Hada Target Group, or taken over from the previous
lessee.
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()

(ii)  Assets acquired under finance leases

Where the Hada Target Group acquires the use of assets under finance leases, the amounts
representing the fair value of the leased asset, or, if lower, the present value of the minimum lease
payments, of such assets are recognised as property and equipment and the corresponding liabilities, net
of finance charges, are recorded as obligations under finance leases. Depreciation is provided at rates
which write off the cost or valuation of the assets over the term of the relevant lease or, where it is
likely the Hada Target Group will obtain ownership of the asset, the life of the asset, as set out in Note
2(f). Impairment losses are accounted for in accordance with the accounting policy as set out in Note
2(i)(ii). Finance charges implicit in the lease payments are charged to profit or loss over the period of
the leases so as to produce an approximately constant periodic rate of charge on the remaining balance
of the obligations for each accounting period. Contingent rentals are charged to profit or loss in the
accounting period in which they are incurred.

(iii) Operating lease charges

Where the Hada Target Group has the use of assets held under operating leases, payments made
under the leases are charged to profit or loss in equal instalments over the accounting periods covered
by the lease term, except where an alternative basis is more representative of the pattern of benefits to
be derived from the leased asset. Lease incentives received are recognised in profit or loss as an integral
part of the aggregate net lease payments made. Contingent leases are charged to profit or loss in the
accounting period in which they are incurred.

The cost of acquiring land held under an operating lease is amortised on a straight-line basis over
the period of the lease term except where the property is classified as an investment property (see Note
2(e)) or is held for development for sale.

Impairment of assets
(i)  Impairment of other receivables

Other current and non-current receivables that are stated at cost or amortised cost are reviewed at
the end of each reporting period to determine whether there is objective evidence of impairment.
Objective evidence of impairment includes observable data that comes to the attention of the Hada
Target Group about one or more of the following loss events:

— significant financial difficulty of the debtor;
—  a breach of contract, such as a default or delinquency in interest or principal payments;

— it becoming probable that the debtor will enter bankruptcy or other financial reorganisation;
and

—  significant changes in the technological, market, economic or legal environment that have
an adverse effect on the debtor.

If any such evidence exists, the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s
original effective interest rate (i.e. the effective interest rate computed at initial recognition of these
assets), where the effect of discounting is material. This assessment is made collectively where these
financial assets share similar risk characteristics, such as similar past due status, and have not been
individually assessed as impaired. Future cash flows for financial assets which are assessed for
impairment collectively are based on historical loss experience for assets with credit risk characteristics
similar to the collective group.
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If in a subsequent period the amount of an impairment loss decreases and the decrease can be
linked objectively to an event occurring after the impairment loss was recognised, the impairment loss
is reversed through profit or loss. A reversal of an impairment loss shall not result in the asset’s
carrying amount exceeding that which would have been determined had no impairment loss been
recognised in prior years.

Impairment losses are written off against the corresponding assets directly, except for impairment
losses recognised in respect of trade debtors included within prepayments and other receivables, whose
recovery is considered doubtful but not remote. In this case, the impairment losses for doubtful debts
are recorded using an allowance account. When the Hada Target Group is satisfied that recovery is
remote, the amount considered irrecoverable is written off against trade debtors directly and any
amounts held in the allowance account relating to that debt are reversed. Subsequent recoveries of
amounts previously charged to the allowance account are reversed against the allowance account. Other
changes in the allowance account and subsequent recoveries of amounts previously written off directly
are recognised in profit or loss.

(it)  Impairment of other assets

Internal and external sources of information are reviewed at the end of each reporting period to
identify indications that the following assets may be impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer exists or may have decreased:

—  Property and equipments and
—  Intangible assets.

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for
intangible assets that are not yet available for use and intangible assets that have indefinite useful lives,
the recoverable amount is estimated annually whether or not there is any indication of impairment.

— Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset. Where an asset does not
generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that generates cash inflows
independently (i.e. a cash- generating unit).

—  Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-generating unit (or group of units) and then,
to reduce the carrying amount of the other assets in the unit (or group of units) on a pro
rata basis, except that the carrying value of an asset will not be reduced below its
individual fair value less costs of disposal (if measurable), or value in use (if determinable).

—  Reversals of impairment losses
In respect of assets other than goodwill, an impairment loss is reversed if there has been a

favourable change in the estimates used to determine the recoverable amount. An
impairment loss in respect of goodwill is not reversed.
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A reversal of an impairment loss is limited to the asset’s carrying amount that would have
been determined had no impairment loss been recognised in prior years. Reversals of
impairment losses are credited to profit or loss in the year in which the reversals are
recognised.

(j) Inventories

Inventories are carried at the lower of cost and net realisable value. Cost and net realisable value are
determined as follows:

Trading goods

Cost is calculated using the weighted average cost formula and comprises all costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their present location and
condition.

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense
in the period in which the related revenue is recognised. The amount of any written-down of inventories
to net realisable value and all losses of inventories are recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense in the period in which the reversal
occurs.

(k) Prepayments and other receivables

Prepayments and other receivables are initially recognised at fair value and thereafter stated at
amortised cost using the effective interest method, less allowance for impairment for doubtful debts (see Note
2(i)(1)), except where the receivables are interest-free loans made to related parties or third parties without
any fixed repayment terms or the effect of discounting would be immaterial. In such cases, the receivables are
stated at cost less allowance for impairment of doubtful debts.

(1) Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost with any difference
between the amount initially recognised and redemption value being recognised in profit or loss over the
period of the borrowings, together with any interest and fees payable, using the effective interest method.
(m) Trade and other payables

Trade and other payables are initially recognised at fair value. Except for financial guarantee liabilities
measured in accordance with Note 2(q)(i), trade and other payables are subsequently stated at amortised cost
unless the effect of discounting would be immaterial, in which case they are stated at cost.
(n) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and short-

term, highly liquid investments that are readily convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value, having been within three months of maturity at acquisition.
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(o) Employee benefits
(i)  Short term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in the year in which the associated services are
rendered by employees. Where payment or settlement is deferred and the effect would be material, these
amounts are stated at their present values.

(ii)  Terminate benefits

Termination benefits are recognised at the earlier of when the Hada Target Group can no longer
withdraw the offer of those benefits and when it recognises restructuring costs involving the payment of
termination benefits.

(p) Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets and liabilities are recognised in profit or loss except to the
extent that they relate to items recognised in other comprehensive income or directly in equity, in which case
the relevant amounts of tax are recognised in other comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively,
being the differences between the carrying amounts of assets and liabilities for financial reporting purposes
and their tax bases. Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable profits will be available against which the asset can be utilised,
are recognised. Future taxable profits that may support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise from the reversal of existing taxable temporary
differences, provided those differences relate to the same taxation authority and the same taxable entity, and
are expected to reverse either in the same period as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the deferred tax asset can be carried back or
forward. The same criteria are adopted when determining whether existing taxable temporary differences
support the recognition of deferred tax assets arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the same taxation authority and the same taxable entity, and
are expected to reverse in a period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary
differences arising from goodwill not deductible for tax purposes, the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit (provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to the extent that, in the case of taxable
differences, the Hada Target Group controls the timing of the reversal and it is probable that the differences
will not reverse in the foreseeable future, or in the case of deductible differences, unless it is probable that
they will reverse in the future.

Where investment properties are carried at their fair value in accordance with the accounting policy set
out in Note 2(e), the amount of deferred tax recognised is measured using the tax rates that would apply on
sale of those assets at their carrying value at the reporting date unless the property is depreciable and is held
within a business model whose objective is to consume substantially all of the economic benefits embodied in
the property over time, rather than through sale.
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The amount of deferred tax recognised is measured based on the expected manner of realisation or

settlement of the carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted
at the end of the reporting period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and is

reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow the
related tax benefit to be utilised. Any such reduction is reversed to the extent that it becomes probable that
sufficient taxable profits will be available.

Current tax balances and deferred tax balances, and movements therein, are presented separately from

each other and are not offset. Current tax assets are offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, if the Company or the Hada Target Group has the legally enforceable
right to set off current tax assets against current tax liabilities and the following additional conditions are met:

(q)

— in the case of current tax assets and liabilities, the Hada Target Group intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same
taxation authority on either;

— the same taxable entity; or

—  different taxable entities, which, in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or recovered, intend to realise the
current tax assets and settle the current tax liabilities on a net basis or realise and settle
simultaneously.

Financial guarantees issued, provisions and contingent liabilities
(i)  Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the guarantee (the ‘“holder”) for a loss the holder incurs
because a specified debtor fails to make payment when due in accordance with the terms of a debt
instrument.

Where the Hada Target Group issues a financial guarantee, the fair value of the guarantee is
initially recognised as deferred income within trade and other payables. The fair value of financial
guarantees issued at the time of issuance is determined by reference to fees charged in an arm’s length
transaction for similar services, when such information is obtainable, or is otherwise estimated by
reference to interest rate differentials, by comparing the actual rates charged by lenders when the
guarantee is made available with the estimated rates that lenders would have charged, had the
guarantees not been available, where reliable estimates of such information can be made. Where
consideration is received or receivable for the issuance of the guarantee, the consideration is recognised
in accordance with the Hada Target Group’s policies applicable to that category of asset, where no such
consideration is received or receivable, an immediate expense is recognised in profit or loss on initial
recognition of any deferred income.

The amount of the guarantee initially recognised as deferred income is amortised in profit or loss
over the term of the guarantee as income from financial guarantees issued. In addition, provisions are
recognised in accordance with Note 2(q)(iii) if and when (i) it becomes probable that the holder of the
guarantee will call upon the Hada Target Group under the guarantee, and (ii) the amount of that claim
on the Hada Target Group is expected to exceed the amount currently carried in trade and other
payables in respect of that guarantee i.e. the amount initially recognised, less accumulated amortisation.

-1v-23 -



APPENDIX IV ACCOUNTANTS’ REPORT OF THE HADA TARGET GROUP

(r)

(ii)  Other provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the Hada
Target Group has a legal or constructive obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the obligation and a reliable estimate can be
made. Where the time value of money is material, provisions are stated at the present value of the
expenditure excepted to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability
of outflow of economic benefits is remote. Possible obligations, whose existence will only be confirmed
by the occurrence or non-occurrence of one or more future events are also disclosed as contingent
liabilities unless the probability of outflow of economic benefits is remote.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Provided it is

probable that the economic benefits will flow to the Hada Target Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised in profit or loss as follows:

(i)  Lease income from operating lease

Lease income from operating lease is recognised in profit or loss on a straight-line basis over the
term of the lease. Lease incentives granted are recognised in profit or loss as an integral part of the total
lease income, over the term of lease. Contingent leases are recognised as income in the accounting
period in which they are earned.

(ii) Commission income

Commission income from lease and management of agriculture wholesale market is recognised in
profit or loss on a straight-line basis over the period in which the goods are traded in the agriculture
wholesale market.
(iii) Sale of goods

Revenue is recognised when goods are delivered at the customers’ premises which is taken to be
the point in time when the customer has accepted the goods and the related risks and rewards of
ownership. Revenue excludes value added tax or other sales taxes and is after deduction of any trade
discounts.
(iv) Services

Revenue from services rendered is recognised in profit or loss in proportion to the stage of

completion of the transaction at the reporting date. The stage of completion is assessed by reference to
surveys of work performed.
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(v)  Interest income
Interest income is recognised as it accrues using the effective interest method.
(vi) Government grants

Government grants are recognised in the statement of financial position initially when there is
reasonable assurance that they will be received and that the Hada Target Group will comply with the
conditions attaching to them. Grants that compensate the Hada Target Group for expenses incurred are
recognised as income in profit or loss on a systematic basis in the same periods in which the expenses
are incurred. Grants that compensate the Hada Target Group for the cost of an asset are recognised as
deferred income and consequently are effectively recognised in profit or loss over the useful life of the
asset by way of reduced depreciation expense.

(s) Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset
which necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as
part of the cost of that asset. Other borrowing costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing costs are being incurred and activities that are necessary
to prepare the asset for its intended use or sale are in progress. Capitalisation of borrowing costs is suspended
or ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or
sale are interrupted or complete.

(t) Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting period. Exchange gains and losses are recognised in
profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency
are translated using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was measured.

The results of foreign operations are translated into RMB at the exchange rates approximating the
foreign exchange rates ruling at the dates of the transactions. Statement of financial position items are
translated into RMB at the closing foreign exchange rates at the end of each reporting period. The resulting

exchange differences are recognised in other comprehensive income and accumulated separately in equity in
the exchange reserve.

On disposal of a foreign operation, the cumulative amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or loss when the profit or loss on disposal is recognised.

(u) Related parties

(a) A person, or a close member of that person’s family, is related to the Hada Target Group if that
person:

(1)  has control or joint control over the Hada Target Group;
(i)  has significant influence over the Hada Target Group; or

(iii) is a member of the key management personnel of the Hada Target Group or the Hada
Target Group’s parent.
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(b)  An entity is related to the Hada Target Group if any of the following conditions applies:

(i)  The entity and the Hada Target Group are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).

(i1) One entity is an associate or joint venture of the other entity (or an associate or joint
venture of a member of a group of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third
entity.

(v)  The entity is a post-employment benefit plan for the benefit of employees of either the
Hada Target Group or an entity related to the Hada Target Group.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the
key management personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a part, provides key management
personnel services to the Hada Target Group or to the Hada Target Group’s parent.

Close members of the family of a person are those family members who may be expected to influence,
or be influenced by, that person in their dealings with the entity.

3 ACCOUNTING JUDGEMENT AND ESTIMATES

Note 21 contains information about the assumptions and their risk factors relating to financial risk
management and fair values of financial instruments. Other key sources of estimation uncertainty are as follows:

(a) Impairment losses for bad and doubtful debts

The Hada Target Group estimate impairment losses for bad and doubtful debts resulting from the
inability of the customers and other debtors to make the required payments. The Hada Target Group base the
estimates on the aging of the receivable balance, debtors’ creditworthiness, and write-off experience. If the
financial condition of the customers and debtors were to deteriorate, actual write-offs would be higher than
estimated.

(b) Impairment losses of non-current assets

If circumstances indicate that the net book value of a non-current asset may not be recoverable, the
asset may be considered “impaired”, and an impairment loss may be recognised in accordance with the
accounting policy as set out in Note 2(i)(ii). The carrying amounts of non-current assets are reviewed
periodically in order to assess whether the recoverable amounts have declined below the carrying amounts.
These assets are tested for impairment whenever events or changes in circumstances indicate that their
recorded carrying amounts may not be recoverable. When such a decline has occurred, the carrying amount is
reduced to recoverable amount. The recoverable amount is the greater of the net selling price and the value in
use. It is difficult to precisely estimate selling price because quoted market prices for the assets are not
readily available. In determining the value in use, expected cash flows generated by the asset are discounted
to their present value, which requires significant judgement relating to level of sales volume, selling price and
amount of operating costs. Hada Target Group use all readily available information in determining an amount
that is a reasonable approximation of recoverable amount, including estimates based on reasonable and
supportable assumptions and projections of sale volume, selling price and amount of operating costs.
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(¢) Depreciation

Property and equipment are depreciated on a straight-line basis over the estimated useful lives, after
taking into account the estimated residual value. Hada Target Group reviews the estimated useful lives of the
assets regularly in order to determine the amount of depreciation expense to be recorded during the Track
Record Periods. The useful lives are based on these companies’ experience with similar assets and taking into
account anticipated technological changes. The depreciation expense for future periods is adjusted if there are
significant changes from previous estimates.

(d) Recognition of deferred tax assets

Deferred tax assets in respect of unused tax losses and tax credit carried forward and deductible
temporary differences are recognised and measured based on the expected manner of realization or settlement
of the carrying amount of the assets, using tax rates enacted or substantively enacted at the end of reporting
period. In determining the carrying amounts of deferred assets, expected taxable profits are estimated which
involves a number of assumptions relating to the operating environment of the Hada Target Group and
requires a significant level of judgement exercised by the directors. Any change in such assumptions and
judgement would affect the carrying amounts of deferred tax assets to be recognised and hence the net profit
in future years.

(e) Taxes

The Hada Target Group files taxes in numerous tax authorities. Judgement is required in determining
the amount of tax provisions. There are many transactions and calculating for which the ultimate tax
determination is uncertain during the course of business. The ultimate tax determination therefore might be
different from the amount of tax provisions made in the Historical Financial Information.
REVENUE AND SEGMENT REPORTING
(a) Revenue

Revenue primarily represents operating lease income, commission income and sales of goods from the
wholesale markets. The amounts of each significant category of revenue and net income recognised during the

Track Record Periods are as follows:

Years ended 31 December

2015 2016 2017

RMB’000 RMB’000 RMB’000

Operating lease 167,910 94,814 93,772
Commission income 365,320 — —
Sales of goods 6,376 8,038 5,751
539,606 102,852 99,523

For the years ended 31 December 2015, 2016 and 2017, as a result of framework lease agreement
signed between PRC subsidiaries of the Company (the “PRC Operating Companies”) and PRC Landlord
Companies, the PRC Operating Companies were the Hada Target Group’s customers whose transactions had
exceeded 10% of Hada Target Group’s revenue.

Details of the concentration of credit risk arising from Hada Target Group’s customers are set out in
Note 21(a).

(b) Segment reporting
Operating segments, and the amounts of each segment item reported in the financial statements, are
identified from the financial information provided regularly to the Hada Target Group’s most senior executive

management for the purposes of allocating resources to, and assessing the performance of, the Hada Target
Group’s various lines of business and geographical locations.
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Individually material operating segments are not aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are similar in respect of the nature of products and
services, the nature of production processes, the type or class of customers, the methods used to distribute the
products or provide the services, and the nature of the regulatory environment. Operating segments which are
not individually material may be aggregated if they share a majority of these criteria.

The Hada Target Group manages its business in a single segment as most senior executive management
assesses performance and allocates resources on a group basis. Accordingly, no operating segment information

is presented.

As the Hada Target Group’s operations are all located in the PRC, no geographic segment reporting is
presented.

OTHER NET INCOME/(EXPENSE)

Years ended 31 December

2015 2016 2017

RMB’000 RMB’000 RMB’000

Markets service fee income 61,313 — —
(Loss)/gain on disposal of property and equipment

and investment properties (1,470) 501 (12,426)

Government grants 7,053 6,417 6,683

Others 1,939 840 3,152

68,835 7,758 (2,591)

PROFIT/(LOSS) BEFORE TAXATION
Profit/(loss) before taxation is arrived at after charging/(crediting):
(a) Net finance expenses

Years ended 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
Finance income
— Interest income on bank deposits 7,767 21,305 52,689
— Interest income on receivable from
related parties 776,155 831,780 1,131,292
oo_._.783922 853,085 1,183,981
Finance expenses
— Interest expenses on interest-bearing
borrowings (948,943) (1,052,909) (1,221,679)
— Bank charges and other finance costs (998) (520) (38)

(949,941) (1,053,429) (1,221,717)

(166,019) (200,344) (37,736)
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(b)

(c)

Personnel expenses

Wages, salaries and other benefits
Contributions to defined contribution
retirement plans

Other items

Depreciation (Note 10)

Amortisation

Operation lease charges

Repair and maintenance

Auditor’s remuneration

Impairment losses on other receivables (i)

Years ended 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
66,517 3,669 2,828
6,704 136 159
73,221 3,805 2,987

Years ended 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
24,163 4,993 5,992
4,991 4,633 4,099
9,947 — —
18,231 801 1,306
315 318 1,605
118,332 — —

(1) As at 31 December 2015, other receivable of RMB118,332,000 were individually determined to
be impaired. The individually impaired receivables related to balances that management assessed

not to be recovered based on available information.

7 INCOME TAX IN THE COMBINED STATEMENTS OF PROFIT OR LOSS

(a)

Taxation in the combined statements of profit or loss

Current tax (Note 18(a))
Provision for the year

Deferred tax

Origination and reversal of temporary differences

(Note 18(b))

Years ended 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
3nqe le4 ________1,207
___________ 30 ... 16205 28487
52,746 16.369 29.694

(i)  Certain entities of the Hada Target Group incorporated in Hong Kong are subject to Hong Kong
Profits Tax rate of 16.5% during the Track Record Periods.

(ii)  Certain entities of the Hada Target Group incorporated in the British Virgin Islands (the “BVI”)
are not subject to any income tax pursuant to the rules and regulations of their respective

countries of incorporation.

(iii) Certain entities of the Hada Target Group incorporated in the PRC (excluding Hong Kong) are
subject to the PRC Corporate Income Tax rate of 25% during the Track Record Periods.
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(b) Reconciliations between tax expense and accounting profit/(loss) at applicable tax rate:

Years ended 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
Profit/(loss) before taxation 119,412 (222,610) (23,941)
National tax on loss before tax, calculated at PRC
corporate income tax rate 29,853 (55,653) (5,985)
Tax effect on non-deductible expenses 618 725 148
Tax effect of unused tax losses not recognised 17,256 53,805 22,726
Tax effect of temporary differences not recognised 36,993 17,392 24,169
Tax effect of tax losses utilised while not
recognised in prior years — — (11,231)
Others (31,974) 100 (133)
52,746 16,369 29,694

8 DIRECTORS’ REMUNERATION

The directors believe the presentation of such information is not meaningful for the purpose of this Historical
Financial Information.

9 INDIVIDUALS WITH HIGHEST EMOLUMENTS

The directors believe the presentation of such information is not meaningful for the purpose of this Historical
Financial Information.
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10

PROPERTY AND EQUIPMENT

Land and Fixtures and Office Construction
buildings furniture equipment Vehicles  in progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Cost:
At 1 January 2015 2,514,844 24,003 86,269 15,495 241,926 2,882,597
Additions 3,270 816 9,484 809 2,426 16,805
Transfer to investment properties

(Note 11) (2,504,519) (773) (48,787) — (18,283) (2,572,362)
Disposals — (16,105) (23,409) (6,520 — (46,034)
At 31 December 2015 and 1 January 2016 13,595 8,001 23,557 9,784 226,069 281,006
Additions — 130 7,657 776 — 8,563
Disposals — — (496) (69) — (565)
At 31 December 2016 and 1 January 2017 13,595 8,131 30,718 10,491 226,069 289,004
Additions — 760 279 — 1,455 2,494
Disposals — (7,242) (8,895) (404) — (16,541)
At 31 December 2017 13595 1649 22,12 10,087 227524 274957
Accumulated depreciation and

impairment loss
At 1 January 2015 (246,226) (10,237 (28,462) (10,654) (226,069) (521,648)
Charge for the year (Note 6(c)) (16,656) (1,703) (4,687) (1,117) — (24,163)
Transfer to investment properties

(Note 11) 261,088 166 6,897 — — 268,151
Written back on disposals — 7,839 8,396 3,368 — 19,603
At 31 December 2015 and 1 January 2016 (1,794) (3,935) (17,856) (8,403) (226,069) (258,057)
Charge for the year (Note 6(c)) (323) (764) (3,416) (490) — (4,993)
Written back on disposals — — 404 607 — 471
At 31 December 2016 and 1 January 2017 (2,117) (4,699) (20,868) (8,826) (226,069) (262,579)
Charge for the year (Note 6(c)) (323) (469) (4,726 (474) — (5,992)
Written back on disposals — 5,016 8,376 396 — 13,788
At31 December 2017 _____ @M0 5y (7218 (904 ___(226069) ___(254783)
Net book value:
At 31 December 2015 11,801 4,066 5,701 1,381 — 22,949
At 31 December 2016 11,478 3,432 9,850 1,605 — 26,425
At 31 December 2017 11,155 1,497 4,884 1,183 1,455 20,174
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11

INVESTMENT PROPERTIES

RMB’000
At fair value:
At 1 January 2015 8,417,000
Transfer from property and equipment 2,304,211
Change in fair value (9,768,885)
At 31 December 2015 952,326
Additions 89,458
Change in fair value (82,749)
At 31 December 2016 959,035
Additions 24,133
Change in fair value (28,305)
Disposals (25,229)

At 31 December 2017 929,634

Notes:

()

(ii)

(iii)

(iv)

(a)

As result of lease agreements signed in July 2015, all of the investment properties have been leased to
the PRC operating companies for 20 years. The annual rent was fixed at RMB100 million per year for
the period from 27 July 2015 (being the completion date of the acquisition in 2015) to 31 December
2018. It was agreed between the parties that the subsequent annual rent shall be increased at a rate of
5% every 3 calendar years thereafter, until the expiry of the lease agreement on 31 December 2035. The
rent was favourable as compared with the fair value of market rent, the fair value of investment
properties experienced a significant decline based on the lease agreement since the date of its effective.

All of the investment properties owned by the Hada Target Group are located in the PRC.

As at 31 December 2015, 2016 and 2017, certain of investment properties were pledged as securities for
bank loans, which had an aggregate carrying value of RMB 594,013,000, RMB 611,348,000, RMB
522,234,000 respectively.

As at 31 December 2015, 2016 and 2017, the Hada Target Group is in the process of applying for
registration of the ownership certificates for certain of its investment properties, with a total original
cost of RMB684,197,000, RMB716,471,000, RMB865,010,000 as at 31 December 2015, 2016, and
2017, respectively. The directors are of the opinion that the Hada Group is entitled to lawfully occupy
or use these investment properties.

Fair value measurement of investment properties
(i) Fair value hierarchy

The following table presents the fair value of the properties measured at the end of each reporting
period at recurring basis, categorized into the three-level fair value hierarchy as defined in IFRS 13,
Fair value measurement. The level into which a fair value measurement is classified is determined with
reference to the observability and significance of the inputs used in the valuation technique as follows:

° Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or liabilities at the measurement date

° Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant unobservable inputs. Unobservable inputs are
inputs for which market data are not available

° Level 3 valuations: Fair value measured using significant unobservable inputs
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(b)

The investment properties were measured using Level 3 valuations during the Track Record
Periods. There were no transfers between Level 1 and Level 2, or transfers into or out of Level 3. The
accounting policy is to recognise transfers between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

All investment properties of the Hada Target Group were revalued at 31 December, 2015, 2016
and 2017. The valuations were carried out by an independent firm of surveyors, BMI Appraisal and
Advisory Limited (“BMI”), who has among their staff Fellows of the Hong Kong Institute of Surveyors
with recent experience in the location and category of properties being valued. The Hada Target
Group’s property manager and the financial manager have discussion with the surveyors on the
valuation assumptions and valuation results when the valuation is performed at the end of each
reporting period.

(it)  Information about Level 3 fair value measurement

Valuation Unobservable Weighted

techniques input average

Investment properties — Discounted Risk-adjusted 2015: 10.35%
Mainland China cash flow discount rate 2016: 10.40%
2017: 10.85%

Expected market 2015: 1.67%

rental growth 2016: 1.67%

2017: 1.67%

The fair value of investment properties is determined by discounting a projected cash flow series
associated with the properties using risk-adjusted discount rates. The valuation takes into account
expected income growth of the respective properties. The discount rates used have been adjusted for the
quality and location of the buildings and the tenant credit quality. The fair value measurement is
positively correlated to the expected income growth and negatively correlated to the risk-adjusted
discount rates.

Assets leased out under operating leases

The Hada Target Group leases out investment properties under operating leases. The leases typically run

for an initial period of 20 years, with an option to renew the lease after that data at which time all terms are
renegotiated. None of the leases includes contingent rentals.

All properties held under operating leases that would otherwise meet the definition of investment

property are classified as investment property.

Total future minimum lease payments under non-cancellable operating leases are receivable as follows:

At 31 December

2015 2016 2017

RMB’000 RMB’000 RMB’000

Within 1 year 100,000 100,000 100,000
After 1 years but within 5 years 437,273 454,951 472,628
After 5 years 1,772,513 1,654,437 1,536,361
2,309,786 2,209,388 2,108,989
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INTANGIBLE ASSETS

Cost:
At 1 January 2015
Additions

Transfer from construction in progress
Disposals

At 31 December 2015 and 31 December 2016

At 1 January 2017
Disposals

At 31 December 2017

Accumulated amortisation:
At 1 January 2015

Charge for the year
Written back on disposals

At 31 December 2015
At 1 January 2016

Charge for the year
Written back on disposals

At 31 December 2016

At 1 January 2017
Charge for the year
Written back on disposals

At 31 December 2017

Net book value:

At 31 December 2015

At 31 December 2016

At 31 December 2017
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13 PREPAYMENTS AND OTHER RECEIVABLES

At 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
Prepayments 24,968 4,225 2,283
Interest receivable 3,965 — 37,964
Amounts due from related parties (i) 15,394,305 21,099,535 16,436,475
Tax recoverable 29,734 20,550 23,193
Others 59,758 55,887 48,006
15,512,730 21,180,197 16,547,921

Notes:

(i)  Amount due from related parties are unsecured, bear interest rates ranging from 4.35% to 10.15% per
annum. All the balances should be settled before or upon the completion of Hada Acquisition as it was

one of the conditional precedent of the Hada Acquisition.

(i1))  Except as disclosed in Note (i), the prepayments and other receivables are interest-free and expected to

be recovered or recognised as expense within one year.

14 CASH AT BANK AND ON HAND AND OTHER CASH FLOW INFORMATION

(a) Cash at bank and on hand comprise:

Cash on hand
Cash at bank

At 31 December

Representing:
— Cash and cash equivalents
— Time deposits with original maturity over
three months

As at 31 December 2015, 2016 and 2017, certain of

RMB1,800,000,000 respectively.
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2015 2016 2017
RMB’000 RMB’000 RMB’000
83 69 102
674,184 433,680 1,825,152
674,267 433,749 1,825,254
274,267 33,749 25,254
400,000 400,000 1,800,000

time deposits were pledged as securities for
interest-bearing borrowings, which had an aggregate carrying value of RMB400,000,000, RMB400,000,000,
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(b) Reconciliation of liabilities arising from financing activities

Trade and
Trade and other payables
Interest- other payables — Amount
bearing — Interest due to related
borrowings payables parties Total
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2015 9,605,783 — 1,059,439 10,665,222
Changes from financing
cash flows:
Proceeds from borrowings 6,764,000 — — 6,764,000
Repayment of borrowings (3,058,700) — — (3,058,700)
Borrowing costs paid — (948,943) — (948,943)
Net increase in amounts due to
related parties — — 1,764,789 1,764,789
Total changes from financing
cash flows 3,705,300 _____ (948,943) _____ 1,764,789 _____ 4,521,146
Other changes:
Interest expenses (Note 6(a)) — 948943 — 948,943
At 31 December 2015 and
1 January 2016 __ 13311083 = 2,824,228 16,135,311
Changes from financing cash
flows:
Proceeds from borrowings 10,740,000 — — 10,740,000
Repayment of borrowings (7,892,338) — — (7,892,338)
Borrowing costs paid — (1,052,909) — (1,052,909)
Net increase in amounts due to
related parties — — 2,751,825 2,751,825
Total changes from financing
cash flows 2,847,662 (1,052,909) 2,751,825 4,546,578
Other changes:
Interest expenses (Note 6(a)) — 1,052,909 — 1,052,909
At 31 December 2016 and
I January 2017 16158745 — 5576053 2173479
Changes from financing
cash flows:
Proceeds from borrowings 7,464,900 — — 7,464,900
Repayment of borrowings (7,002,745) — — (7,002,745)
Borrowing costs paid — (1,221,679) — (1,221,679)
Net decrease in amounts due to
related parties — — ____(3.690.080) ____(3,690.080)
Total changes from financing
cash flows oo 462,155 (1,221,679) ____(3,690,080) ____(4,449,604)
Other changes:
Interest expenses (Note 6(a)) — 1,221,679 — 1,221,679
At 31 December 2017 16,620,900 — 1,885,973 18,506,873
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15 TRADE AND OTHER PAYABLES

At 31 December

2015 2016 2017

RMB’000 RMB’000 RMB’000

Trade payables (Note (ii)) 5679 5173 11,142
Other payable

— Other taxes payable 40,404 91,320 161,852

— Salary and welfare expenses payable 156 136 100

— Amount due to related parties (Note (i)) 6,425,815 9,421,571 5,421,914

— Others 82,484 30,922 58,831

_____ 0,548,859 ____ 9543949 5,642,697

Financial liabilities measured at amortised cost 6,554,538 9,549,122 5,653,839

Receipt in advance — related parties (Note 22(b)(i)) 25,048 69,660 9,074

6,579,586 9,618,782 5,662,913

All trade and other payables are interest-free, unsecured and have no fixed terms of repayment as at 31
December 2015, 2016 and 2017.

(i) Amount due to related parties

Amount due to related parties represent proceeds from related parties which are non-interest bearing and
has no fixed terms of repayment. Amount due to the immediate holding company of RMB3,458,581,000 as at
31 December 2017 has been subsequently injected as capital as at the date of this Historical Financial
Information to the PRC subsidiaries.
(ii) Ageing analysis

At 31 December 2015, 2016 and 2017, the ageing analysis of trade payables is as follows:

At 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
Due within one year or on demand 5,679 5,173 11,142
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INTEREST-BEARING BORROWINGS

(a)

(b)

(c)

The short-term interest-bearing borrowings are analysed as follows:

At 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
Bank loans
— secured 1,069,925 3,346,948 1,846,900
— unsecured 760,000 20,000 20,000
1,829,925 3,366,948 1,866,900
Add: current portion of long- term interest-bearing
borrowings (Note 16(b)) 5,689,361 4,211,797 10,120,000
7,519,286 7,578,745 11,986,900
The long-term interest-bearing borrowings are analysed as follows:
At 31 December
2015 2016 2017
RMB’000 RMB’000 RMB’000
Bank loans
— secured 10,724,158 9,611,797 12,074,000
— unsecured 657,000 3,080,000 2,580,000
Other loans — unsecured 100,000 100,000 100,000
11,481,158 12,791,797 14,754,000
Less: current portion of long- term interest-bearing
borrowings (Note 16(a)) 5,689,361 4,211,797 10,120,000
5,791,797 8,580,000 4,634,000
The long-term interest-bearing borrowings are repayable as follows:
At 31 December
2015 2016 2017
RMB’000 RMB’000 RMB’000
Within 1 year or on demand 5,689,361 4,211,797 10,120,000
After 1 years but within 2 years 4,711,797 8,500,000 3,390,000
After 2 years but within 5 years 1,000,000 — 350,000
After 5 years 80,000 80,000 894,000
11,481,158 12,791,797 14,754,000

Secured bank loans as at 31 December 2015, 2016 and 2017 were secured by investment properties and
bank deposits, bearing fixed interest rates of 2015, 2016 and 2017 ranging from 4.35% to 10.15%,
4.35% to 10.15% and 4.35% to 9.50% per annum, respectively, with original maturity within 6 to 84

months.
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At 1 January 2015
Additions
Credited to profit or loss

At 31 December 2015 and 1 January 2016
Additions
Credited to profit or loss

At 31 December 2016 and 1 January 2017
Credited to profit or loss

At 31 December 2017

Government
grants
RMB’000

553,930
7,900

(3,046)

558,784
6,301
(4.377)

560,708

(4,654)

556,054

Deferred income of the Hada Target Group mainly represents government grants relating to the construction
of property and equipment and investment property, which would be recognised in other income on a straight-line
basis over the expected useful life of the relevant assets.

18 INCOME TAX IN THE STATEMENTS OF FINANCIAL POSITION

(a) Current taxation in the statements of financial position represents:

At 1 January
Provision for the year (Note 7a)
Income tax (paid)/refund

At 31 December

(b) Deferred tax assets recognised

At 31 December

2015 2016 2017
RMB’000 RMB’000 RMB’000
19,250 6,076 7,083
52,716 164 1,207
(65,890) 843 (1,658)
6,076 7,083 6,632

The components of deferred tax assets recognised in the statements of financial position and the

movements during the Track Record Periods are as follows:

Deferred tax arising from:

At 1 January 2015

Credit/(charged) to profit or loss

Credit to distribution to
shareholders

At 31 December 2015 and
11 January 2016
Charged to profit or loss

At 31 December 2016 and
1 January 2017
Charged to profit or loss

At 31 December 2017

Fair value Government

adjustment grants Tax losses Total
RMB’000 RMB’000 RMB’000 RMB’000
(1,634,271) 137,987 3,331 (1,492,953)
— 822 (852) (30)
2,411,820 — — 2,411,820
777,549 138,809 2,479 918,837
(13,320) (406) (2,479) (16,205)
764,229 138,403 — 902,632
(28,056) (431) — (28,487)
736,173 137,972 — 874,145
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(¢c) Deferred tax assets not recognised

In accordance with the accounting policy set out in Note 2(p), the Hada Target Group has not
recognised deferred tax assets in respect of tax losses RMB56,683,000, RMB239,057,000 and
RMB335,312,000 as at 31 December 2015, 2016 and 2017, as at 31 December 2015, 2016 and 2017,
respectively, as it is not probable that future taxable profits against which the losses can be utilized will be
available in the relevant tax jurisdiction and entity. The tax losses can be carried forward for five years from
the year incurred.

CONTINGENCIES
(a) Guarantees

As at 31 December 2015, 2016 and 2017, the Hada Target Group has provided guarantees to related
parties in respect of loans amounted to RMB3,220,000,000, RMB4,800,000,000 and RMB3,080,000,000,
respectively.

CAPITAL AND RESERVES
(a) Share capital

For the purpose of the Historical Financial Information, share capital represents the combined share
capital of the Original BVI Holding Companies which are USD1 each as at 1 January 2015, 31 December
2015, 2016 and 2017.

The Hada Target Company was incorporated as an exempted company under the laws of the BVI with
limited liability on 22 March 2018 with authorised share capital of USD50,000 divided into 50,000 shares of
USD1 each. The share issued and fully paid was USD1 as at its incorporation date.

(b) Nature and purpose of reserves
(i) Other reserve

Other reserve mainly represents the investment costs of the Other Business as a result of the
exclusion of the Other Businesses’ operations from the Historical Financial Information as set out in
Note 1.

(ii)  PRC statutory reserve

Pursuant to the Articles of Association of the PRC entities comprising the Hada Target Group,
appropriations to the PRC statutory reserve were made at a certain percentage of profit after tax
determined in accordance with the accounting rules and regulations of the PRC. The percentage for this
appropriation was decided by the directors of the PRC entities. The PRC entities are required to transfer
10% of their profit after tax to PRC statutory reserve in accordance with the relevant PRC regulations.
The transfer could no longer be recognised when the accumulated statutory reserve fund reaches 50% of
the registered capital. This PRC statutory reserve can be utilised in setting off accumulated losses or
increasing capital of the subsidiaries and is non-distributable other than in liquidation.

(iii) Exchange reserves

The exchange reserves comprise all foreign exchange differences arising from the translation of
the financial statements of foreign operations.

(iv) Deemed distribution to shareholders

Distribution to shareholders mainly represent the fair value loss of investment property as a result
of favorable lease term agreement as set out in Note 11(i).
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(¢c) Capital management

The Hada Target Group primary objectives when managing capital are to safeguard the Group’s ability
to continue as a going concern, so that it can provide returns for shareholders and to maintain an optimal
capital structure to reduce the cost of capital.

The Hada Target Group regularly reviews its capital structure and actively monitors current and
expected liquidity requirements to ensure its obligations and commitments are met. A proactive approach is
taken to forecasting future funding requirements and, when funds are needed, market conditions are evaluated
to determine the best form of finance to be secured.

The Hada Target Group monitors its capital structure on the basis of a gearing ratio, being the interest-
bearing borrowings divided by the total assets. During the Track Record Periods, the Hada Target Group’
strategy was to maintain the gearing ratio above. The gearing ratio of the Hada Target Group at 31 December
2015, 2016 and 2017 was 73.52%, 68.70% and 82.23%, respectively.

Neither the Hada Target Company nor any of its subsidiaries are subject to externally imposed capital
requirements.

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS
(a) Credit risk

Hada Target Group’s credit risk is primarily attributable to cash at bank and on hand, and prepayments
and other receivables. Management has a credit policy in place and the exposure to these credit risk are
monitored on an ongoing basis.

Other receivables mainly represent receivables due from related parties which accounted for 99.23%,
99.61% and 99.32% of all the receivables as at 31 December 2015, 2016 and 2017. According to the
Announcement, all the other receivables due from related parties are anticipated to be settled before
completion of the Hada Acquisition. After carefully evaluating the financial ability of those related parties,
the directors of the Company expect such balances of other receivables due from related parties are with
minimal credit risks.

(b) Liquidity risk

Hada Target Group’s policy is to regularly monitor current and expected liquidity requirements to
ensure that it maintains sufficient reserves of cash and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements in the short and longer term.
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The following table details the remaining contractual maturities at the end of each reporting period of
Hada Target Group’s financial liabilities, which are based on contractual undiscounted cash flows (including
interest payments computed using contractual rates) and the earliest date the Hada Target Group can be
required to pay:

2017
Contractual undiscounted cash outflow
More than More than

Carrying Due on 1 year but 2 years but
amount at demand or less than less than More than
31 December  within 1 year 2 years 5 years 5 years Total

RMB’000 RMB 000 RMB 000 RMB’000 RMB’000 RMB’000

Financial liabilities measured

at amortised cost (Note 15) 5,653,839 (5,653,839) — — — (5,653,839)
Interest-bearing borrowings
(Note 16) 16,620,900 (12,734,195) (3,741,056) (452,009 (1,197,103)  (18,124,363)

22,274,739 (18,388,034) (3,741,056) (452,009) (1,197,103)  (23,778,202)

2016
Contractual undiscounted cash outflow
More than More than

Carrying Due on 1 year but 2 years but
amount at demand or less than less than More than
31 December  within 1 year 2 years 5 years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Financial liabilities measured
at amortised cost (Note 15) 9,549,122 (9,549,122) — — — (9,549,122)
Interest-bearing borrowings
(Note 16) 16,158,745 (7,891,117) (9,739,435) (19,200) (86,400)  (17,736,152)
25,707,867 (17,440,239) (9,739,435) (19,200) (86,400)  (27,285,274)
2015

Contractual undiscounted cash outflow
More than More than

Carrying Due on 1 year but 2 years but
amount at demand or less than less than More than
31 December  within 1 year 2 years 5 years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Financial liabilities measured
at amortised cost (Note 15) 6,554,539 (6,554,539) — — — (6,554,538)
Interest-bearing borrowings
(Note 16) 13,311,083 (7,598,735) (5,260,581) (1,201,900) (86,4000  (14,147,616)
19,865,622 (14,153,274) (5,260,581) (1,201,900) (86,400)  (20,702,154)
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(¢) Interest rate risk

The Hada Target Group’s interest rate risk arises primarily from interest-bearing borrowings.
Borrowings issued at variable rates and at fixed rates expose the Hada Target Group to cash flow interest rate
risk and fair value interest rate risk respectively.

(i)  Interest rate profile

The following table details the interest rate profile of the Hada Target Group’s interest-bearing
borrowings:

At 31 December
2017 2016 2015
Effective Effective Effective
interest rate % RMB’000 interest rate % RMB’000  interest rate % RMB’000

Net fixed rate borrowings:
Interest-bearing borrowings 6.125%-9.5% 60,624,000  6.125%-9.5% 5,190,000  6.125%-9.5% 8,439,500

6,624,000 5,190,000 8,439,500

Variable rate borrowings:

Interest-bearing borrowings 4.35%-1.0% 9,996,900  4.35%-10.15% 10,968,745 4.35%-10.15% 4,871,583
__ 2,996,900 _ 10,968,745 _ 4871383
Total borrowings 16,620,900 16,158,745 13,311,083

Net fixed rate borrowings as a
percentage of total net
borrowings 39.85% 32.12% 63.40%

(ii)  Interest rate profile

At 31 December 2015, 2016 and 2017, it is estimated that a general increase/decrease of 100
basis points in interest rates, with all other variables held constant, would have decreased/increased the
Hada Target Group’s profit after tax and retained profits by approximately RMB48,716,000,
RMB109,687,000 and RMB99,969,000.

The sensitivity analysis above indicates the exposure to cash flow interest rate risk arising from
floating rate borrowings held by the Hada Target Group at the end of the reporting period, the impact of
which on the Hada Target Group’s loss after tax and accumulated losses is estimated as an annualised
impact on interest expense of such a change in interest rates. The analysis is performed on the same
basis for the years ended 31 December 2015, 2016 and 2017.

(d) Fair values measurement
Fair value hierarchy of financial instruments is the same as disclosed in Note 11.
As at 31 December 2015, 2016 and 2017, there is no financial instrument carried at fair value.

The carrying amounts of the financial instruments carried at cost or amortised cost are not materially
different from their fair values as at 31 December 2015, 2016 and 2017.
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MATERIAL RELATED PARTY TRANSACTIONS AND BALANCES

(a)

Material related party transactions

Operating lease to the fellow subsidiaries
Net (increase)/decrease in amounts due from
the fellow subsidiaries
Net decrease/(increase) in amount due from
the immediate holding company
Net increase/(decrease) in amounts to
the fellow subsidiaries
Net increase/(decrease) in amount due to the immediate
holding company
Interest income from the fellow subsidiaries (Note 6(a))
Guarantees received from (i)
— Fellow subsidiaries
— Fellow subsidiaries and ultimate holding company
— Fellow subsidiaries and immediate holding
company
— Ultimate holding company
— Fellow subsidiary, immediate holding company
and ultimate holding company
Guarantees revoked from
— Fellow subsidiaries
— Fellow subsidiaries and ultimate holding company
— Fellow subsidiaries and immediate holding
company
— Ultimate holding company

2015
RMB’000

43,288

5,995,888

7,883

1,764,724

210,258
776,155

2,719,925
2,250,000

1,080,000

At 31 December
2016
RMB’000
100,000
5,696,109
9,121
2,751,825

243,931
831,780

6,460,000
200,000

50,000

2,235,838
1,649,500

60,000

2017
RMB’000

100,000

(4,595,907)
(67,153)

(3.690,080)

(309,577)
1,131,292

1,249,900
1,450,000

1,265,000

2,621,745
710,000

1,020,000
50,000

(i)  Guarantees received from related parties represent guarantees the bank loans obtained by certain
subsidiaries of the Hada Target Group. The periods of these loans are from 10 December 2012 to
22 December 2019, 10 December 2012 to 15 March 2023 and 20 March 2015 to 25 December
2026, for the years ended 31 December 2015, 2016 and 2017, respectively.
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(b) Related parties balances

At 31 December

2015 2016 2017
Note RMB’000 RMB’000 RMB’000
Amounts due to the fellow subsidiaries (2,824,228) (5,576,053) (1,885,973)
Amounts due to the immediate holding
company (3,601,587) (3,845,518) (3,535,941)
Receipt in advance from the fellow
subsidiaries (i) (25,048) (69,660) (9,074)
__(6:450.863) ___(9.491,231) __ (5,430,988)
Amounts due from the fellow subsidiaries 13(i) 15,258,913 20,955,022 16,359,115
Amounts due from the immediate holding
company 135,392 144,513 77,360

15,394,305 21,099,535 16,436,475

8,943,442 11,608,304 11,005,487

(i)  The balance represents rental expenses received in advance from the PRC Operating Companies.
23 IMMEDIATE AND ULTIMATE HOLDING COMPANY

The directors of United Progress Group Limited consider the immediate and ultimate holding company of
United Progress Group Limited to be New Amuse and Win Spread Limited. Neither of these companies produces
financial statements available for public use.

24  POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET AFFECT

Up to date of issue of the Historical Financial Information, the IASB has issued a number of amendments and
new standards which are not yet effective for the year ended 31 December 2017 and which have not been adopted in
these Combined Financial Information. These include the following which may be relevant to the Hada Target
Group.

Effective for
accounting periods
beginning on or after

IFRS 9, Financial instruments 1 January 2018
IFRS 15, Revenue from contracts with customers 1 January 2018
IFRS 16, Leases 1 January 2019
Amendments to IAS 40, Transfers of investment property 1 January 2018

The Hada Target Group is in the process of making an assessment of what the impact of these amendments,
new standards and interpretations are expected to be in the period of initial application. So far the Hada Target
Group has identified some aspects of the new standards which may have a significant impact on the consolidated
financial statements. Further details of the expected impacts are discussed below. While the assessment has been
substantially completed for IFRS 9 and IFRS 15, the actual impacts upon the initial adoption of the standards may
differ as the assessment completed to date is based on the information currently available to the Hada Target Group.
The Hada Target Group may also change its accounting policy elections, including the transition options, until the
standards are initially applied in that financial report.
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IFRS 9, Financial instruments

IFRS 9 will replace the current standard on accounting for financial instruments, IAS 39, Financial
instruments: Recognition and measurement. IFRS 9 introduces new requirements for classification and
measurement of financial assets, including the measurement of impairment for financial assets and hedge
accounting. On the other hand, IFRS 9 incorporates without substantive changes the requirements of IAS 39
for recognition and derecognition of financial instruments and the classification and measurement of financial
liabilities.

IFRS 9 is effective for annual periods beginning on or after 1 January 2018 on a retrospective basis.
The Hada Target Group plans to use the exemption from restating comparative information and will recognise
any transition adjustments against the opening balance of equity at 1 January 2018.

Expected impacts of the new requirements on the Hada Target Group’s financial statements are as
follows:

(a)  Classification and measurement

IFRS 9 contains three principal classification categories for financial assets: measured at (1)
amortised cost, (2) fair value through profit or loss (FVTPL) and (3) fair value through other
comprehensive income (FVTOCI):

—  The classification for debt instruments is determined based on the entity’s business model
for managing the financial assets and the contractual cash flow characteristics of the asset.
If a debt instrument is classified as FVTOCI then interest revenue, impairment and gains/
losses on disposal will be recognised in profit or loss.

—  For equity securities, the classification is FVTPL regardless of the entity’s business model.
The only exception is if the equity security is not held for trading and the entity irrevocably
elects to designate that security as FVTOCI. If an equity security is designated as FVTOCI
then only dividend income on that security will be recognised in profit or loss. Gains,
losses and impairments on that security will be recognised in other comprehensive income
without recycling.

The Hada Target Group has assessed that its financial assets currently measured at amortised cost
will continue with their respective classification and measurements upon the adoption of IFRS 9.

The classification and measurement requirements for financial liabilities under IFRS 9 are largely
unchanged from IAS 39, except that IFRS 9 requires the fair value change of a financial liability
designated at FVTPL that is attributable to changes of that financial liability’s credit risk to be
recognised in other comprehensive income (without reclassification to profit or loss). The Hada Target
Group currently does not have any financial liabilities designated at FVTPL and therefore this new
requirement will not have any impact on the Hada Target Group on adoption of IFRS 9.

(b)  Impairment

The new impairment model in IFRS 9 replaces the “incurred loss” model in IAS 39 with an
“expected credit loss” model. Under the expected credit loss model, it will no longer be necessary for a
loss event to occur before an impairment loss is recognised. Instead, an entity is required to recognise
and measure either a 12- month expected credit loss or a lifetime expected credit loss, depending on the
asset and the facts and circumstances. Based on a preliminary assessment, if the Hada Target Group
were to adopt the new impairment requirements at 31 December 2017, accumulated impairment loss at
that date would not increase as compared with that recognised under IAS 39.
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IFRS 15, Revenue from contracts with customers

IFRS 15 establishes a comprehensive framework for recognising revenue from contracts with customers.
IFRS 15 will replace the existing revenue standards, IAS 18, Revenue, which covers revenue arising from sale
of goods and rendering of services, and IAS 11, Construction contracts, which specifies the accounting for
revenue from construction contracts.

Based on the assessment completed to date, the Hada Target Group has identified the following areas
which are expected to be affected:

Timing of revenue recognition

The Hada Target Group’s revenue recognition policies are disclosed in Note 2(r). Currently, lease
income, commission income and the provision of services is recognised over time.

Under IFRS 15, revenue is recognised when the customer obtains control of the promised good or
service in the contract. IFRS 15 identifies 3 situations in which control of the promised good or service is
regarded as being transferred over time:

(i)  When the customer simultaneously receives and consumes the benefits provided by the entity’s
performance, as the entity performs;

(ii)  When the entity’s performance creates or enhances an asset (for example work in progress) that
the customer controls as the asset is created or enhanced;

(iii) When the entity’s performance does not create an asset with an alternative use to the entity and
the entity has an enforceable right to payment for performance completed to date.

If the contract terms and the entity’s activities do not fall into any of these 3 situations, then under IFRS
15 the entity recognises revenue for the sale of that good or service at a single point in time, being when
control has passed. Transfer of risks and rewards of ownership is only one of the indicators that will be
considered in determining when the transfer of control occurs.

The Hada Target Group has assessed that the new revenue standard is not likely to have significant
impact on how it recognises revenue.

IFRS 16, Leases

As disclosed in Note 2(h), currently the Hada Target Group classifies leases into finance leases and
operating leases and accounts for the lease arrangements differently, depending on the classification of the
lease. The Hada Target Group enters into some leases as the lessor and others as the lessee.

IFRS 16 is not expected to impact significantly on the way that lessors account for their rights and
obligations under a lease. However, once IFRS 16 is adopted, lessees will no longer distinguish between
finance leases and operating leases. Instead, subject to practical expedients, lessees will account for all leases
in a similar way to current finance lease accounting, i.e. at the commencement date of the lease the lessee will
recognise and measure a lease liability at the present value of the minimum future lease payments and will
recognise a corresponding ‘“‘right-of-use” asset. After initial recognition of this asset and liability, the lessee
will recognise interest expense accrued on the outstanding balance of the lease liability, and the depreciation
of the right-of-use asset, instead of the current policy of recognising rental expenses incurred under operating
leases on a systematic basis over the lease term. As a practical expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where the lease term is 12 months or less) and to leases of low-
value assets, in which case the rental expenses would continue to be recognised on a systematic basis over the
lease term.

IFRS 16 will not primarily affect the Hada Target Group’s accounting. The Hada Target Group does not
hold any lease agreements as a lessee of leases for properties, plant and equipment.
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IFRS 16 is effective for annual periods beginning on or after 1 January 2019. The standard offers
different transition options and practical expedients, including the practical expedient to grandfather the
previous assessment of which existing arrangements are, or contain, leases. If this practical expedient is
chosen, the Hada Target Group will apply the new definition of a lease in IFRS 16 only to contracts that are
entered into on or after the date of initial application. If the practical expedient is not chosen, the Hada Target
Group will need to reassess all of its decisions about which existing contracts are, or contain, leases, using the
new definition. Depending on whether the Hada Target Group elects to adopt the standard retrospectively or
follow a modified retrospective method of recognising a cumulative-effect adjustment to the opening balance
of equity at the date of initial application, the Hada Target Group may or may not need to restate comparative
information for any changes in accounting resulting from the reassessment.

SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Hada Target Company or its subsidiaries now
comprising the Hada Target Group in respect of any period subsequent to 31 December 2017.

As announced on 5 June 2018, the Company proposed to acquire and New Amuse proposed to sell the entire
issued share capital of Hada Target Company, a company holds the Hada Target Group which in turn holds the
Markets. Details were set out in Note 1 to this Historical Financial Information.

~IV-48 -



APPENDIX V ACCOUNTANTS’ REPORT OF THE
HANGZHOU TARGET GROUP

PART I ACCOUNTANTS’ REPORT OF THE HANGZHOU ZHAORONG AND ITS
SUBSIDIARIES

The following is the text of a report set out on pages V-1 to V-40, received from the
Company’s reporting accountants, KPMG, Certified Public Accountants, Hong Kong, for the
purpose of incorporation in this circular.

KPMG

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF RENHE COMMERCIAL HOLDINGS COMPANY LIMITED

Introduction

We report on the historical financial information relating to Hangzhou Zhaorong Agri-
products Company Limited (‘““Hangzhou Zhaorong”) and its subsidiaries (together, “Hangzhou
Zhaorong Group’), which comprises the consolidated statement of financial position as at 31
December 2017, the consolidated statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the consolidated cash flow statement for
the period from 18 April 2017, the date of establishment of Hangzhou Zhaorong (‘‘date of
establishment”) to 31 December 2017 (the “Track Record Period”), and a summary of
significant accounting policies and other explanatory information (together, the “Historical
Financial Information™) for inclusion in the circular of Renhe Commercial Holdings Company
Limited (the “Company”) dated 29 June 2018 (the “Circular”) in connection with the
proposed acquisition of the entire issued share capital of Wise Path Holdings Limited
(“Hangzhou Target Company”) to acquire the fruit, vegetables and seafood markets businesses
in Hangzhou (the “Hangzhou Acquisition”).

Directors’ responsibility for Historical Financial Information

The directors of the Company are responsible for the preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation and
presentation set out in Note 1 to the Historical Financial Information, and for such internal
control as the directors of the Company determine is necessary to enable the preparation of the
Historical Financial Information that is free from material misstatement, whether due to fraud
Or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200 “Accountants’ Report on Historical Financial
Information in Investment Circulars” issued by the Hong Kong Institute of Certified Public
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Accountants (“HKICPA”). This standard requires that we comply with ethical standards and
plan and perform our work to obtain reasonable assurance about whether the Historical
Financial Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgement, including the assessment of risks of material misstatement of
the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that give a true and fair view in accordance
with the basis of preparation and presentation set out in Note 1 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Our
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purpose of the
accountants’ report, a true and fair view of the consolidated financial position of Hangzhou
Zhaorong Group as at 31 December 2017 and of the consolidated financial performance and
cash flows of Hangzhou Zhaorong Group for the Track Record Period in accordance with the
basis of preparation and presentation set out in Note 1 to the Historical Financial Information.

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

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page V-3 have been made.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

29 June 2018
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HISTORICAL FINANCIAL INFORMATION

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The consolidated financial statements of Hangzhou Zhaorong Group for the Track Record
Period, on which the Historical Financial Information is based, were audited by KPMG
Huazhen LLP in accordance with Hong Kong Standards on Auditing issued by the HKICPA
(““Underlying Financial Statements”).

Consolidated statement of profit or loss and other comprehensive income
(Expressed in Renminbi (“RMB’’))

For the period
from date of
establishment to
31 December

2017
Note RMB’000
Revenue 4 79,742
Cost of sales (529)
Gross profit 79,213
Valuation gain on an investment property 12 2,900
Other income 5 2,012
Administrative expenses (13,737)
Other operating expenses (44,712)
Profit from operations 25,676
Net finance income 7(a) 2,480
Profit before taxation 7 28,156
Income tax 8 (7,152)
Profit and total comprehensive income for the period 21,004
Attributable to:
Equity shareholders of Hangzhou Zhaorong 16,101
Non-controlling interest 4,903
Profit and total comprehensive income for the period 21,004

The accompanying notes form part of the Historical Financial Information.
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Consolidated statement of financial position
(Expressed in RMB)

Note
Non-current assets
Property and equipment 11
Investment property 12
Goodwill 13
Current assets
Investments in debt securities 15
Trade and other receivables 16
Cash at bank and on hand 17
Current liabilities
Trade and other payables 18
Interest-bearing borrowings 19
Income tax payable 20(a)
Net current liabilities
Total assets less current liabilities
Non-current liability
Deferred tax liabilities 20(b)
Net assets
Capital and reserves
Paid-in capital 21(c)
Reserves 21(d)

Total equity attributable to Hangzhou Zhaorong

Non-controlling interests

Total equity

The accompanying notes form part of the Historical Financial Information.
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At 31 December
2017
RMB’000

544,606
82,900
361,620

989,126

54,010
22,370
202,060

278,440

440,583
30,000
1,404

471,987

795,579

88,522

707,057

600,000
1,851

601,851

105,206

707,057
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Consolidated statement of changes in equity

(Expressed in RMB)

At date of establishment

Changes in equity for the
period from date of
establishment to 31
December 2017

Profit and other comprehensive
income for the period

Capital contribution

Acquisition of business (Note 6)

Appropriation to reserves

Distributions paid by subsidiaries
to non-controlling interests

At 31 December 2017

The accompanying notes form part of the Historical Financial Information.

Attributable to equity shareholders of Hangzhou Zhaorong Group

Non-

Paid-in Statutory Other Retained controlling
capital reserves reserve profits Total interests Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Note 21(c)  Note 21(d)(i) Note 21(d)(ii)

— — — 16,101 16,101 4,903 21,004
600,000 — (14,250) — 585,750 — 585,750
— — — — — 101,594 101,594
— 455 — (455) — — _
_ _ — — — (1,291) (1,291)
600,000 455 (14,250 15,646 601,851 105,206 707,057
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Consolidated cash flow statements
(Expressed in RMB)

Note
Operating activities
Profit before taxation
Adjustments for:
Depreciation 7(c)
Net loss on disposal of property and equipment 5
Interest income 7(a)
Finance costs 7(a)
Valuation gain on an investment property 12
Changes in working capital:
Decrease in trade and other receivables
Decrease in trade and other payables
Net cash generated from operating activities
Income tax paid 20a
Net cash generated from operating activities
Investing activities
Payments for the purchase of property and equipment
Payments for purchase of investments in debt securities 15
Payment for deposits for acquisition 16(ii)
Acquisition of subsidiaries, net of cash paid 6
Net repayment of advances to third parties
Repayment from a related party
Interest received
Proceeds from disposal of an investment property 18(iv)

Net cash used in investing activities

The accompanying notes form part of the Historical Financial Information.
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For the period
from date of
establishment to
31 December
2017

RMB’000

28,156

10,390
(24)
(3,970)

1,123
(2,900)

13,988
(19,683)

27,080

(5.922)

(1,987)
(4,010)
(10,000)
(659,238)
4,345
1,850
3,970
142,636

(522,434)



APPENDIX V ACCOUNTANTS’ REPORT OF THE
HANGZHOU TARGET GROUP

Note
Financing activities
Capital contribution
Advance from a related party
Proceeds from new interest-bearing borrowings 19
Repayment of interest-bearing borrowings 19
Distributions paid by subsidiaries to non-controlling interests
Interest and other finance costs paid 7(a)
Net cash generated from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at date of establishment
Cash and cash equivalents at 31 December 17

The accompanying notes form part of the Historical Financial Information.
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For the period
from date of
establishment to
31 December
2017

RMB’000

585,750

170,000
40,000

(40,000)
(1,291)
(1,123)

753,336

252,060

252,060




APPENDIX V ACCOUNTANTS’ REPORT OF THE
HANGZHOU TARGET GROUP

NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1 BASIS OF PREPARATION AND PRESENTATION OF HISTORICAL FINANCIAL INFORMATION

Pursuant to the announcement dated 5 June 2018, the Company proposed to acquire the entire issued share
capital of Hangzhou Target Company from Vast Equity Investment Limited (‘“Hangzhou Vendor”), a company
incorporated in the BVI and is wholly-owned by Mr. Suen, an independent third party, in turn to acquire the fruit,
vegetables and seafood wholesale markets businesses in Hangzhou, the People’s Republic of China (the “PRC”).

Hangzhou Target Company’s wholly-owned subsidiary, Hangzhou Zhaorong was established in Hangzhou, the
People’s Republic of China (the “PRC”) on 18 April 2017. Hangzhou Zhaorong was established to acquire 80%
interest in Hangzhou Fruit-products Group Company Limited (‘“Hangzhou Fruit-products”) by acquisitions as set
out in Note 6 (the “Acquisitions’) in July 2017.

Hangzhou Fruit-products Group has been operating a fruit wholesale market in Hangzhou, PRC (the
“Market”) in which fruits are traded by the sellers and buyers (the “Hangzhou Fruit-products Business’). The
Market provide a physical platform (in the form of trading halls) for sellers and buyers (the “Dealers™) to sell and
buy fruits. Hangzhou Fruit-products Group operates and manages the Market and collect various income, such as
commission income, lease income and management and administrative service fee from the Dealers.

In addition, subsidiaries of Hangzhou Fruit-products, Hangzhou Fruit-products Investment Management
Partnership, Hangzhou Fruit-products E-business Development Co., Ltd., Hangzhou Hangguo Fruit-products
Supermarket Co., Ltd., and Hangzhou Fruit-products delivery Co., Ltd. have been engaging in e-commerce, logistics
distribution and supermarket operations, which are dissimilar from the Hangzhou Fruit-products Group (the “Other
Businesses’’) and have been disposed as at the date of this Historical Financial Information.

The Historical Financial Information of the Hangzhou Zhaorong Group has been prepared solely for inclusion
in the Circular of the Company in connection with the Hangzhou Acquisition. For the purpose of preparation of the
Historical Financial Information of the Hangzhou Fruit-products Business owned and operated by Hangzhou
Zhaorong Group and will be acquired by the Company through the Hangzhou Acquisition, the assets and liabilities
and operating results of the Other Businesses have been excluded. The Other Businesses are managed by separate
management personnel and are, in the opinion of the directors of the Company, clearly delineated from the
Hangzhou Fruit-products Group. As a result of exclusion of the Other Businesses, the portion of consideration paid
by Hangzhou Zhaorong that is attributable to the Other Businesses were debited in other reserve in the Historical
Financial Information of Hangzhou Zhaorong Group.

As at the date of this Historical Financial Information, no audited statutory financial statements have been
prepared for Hangzhou Zhaorong. The financial statements of the subsidiaries of Hangzhou Zhaorong during the
Track Record Period for which there are statutory requirements were prepared in accordance with the Accounting
Standards for Business Enterprises issued by the Ministry of Finance of the PRC.

As at the date of this Historical Financial Information, Hangzhou Zhaorong had direct or indirect interests the
following subsidiaries, all of which are private companies:

Particulars of Equity interest attributable

Place and date of registered and to the equity shareholder of
Company name establishment paid-up capital Hangzhou Zhaorong Principal activities
Direct Indirect
Hangzhou Fruit-products Hangzhou RMB120,000,000 80.0% —  Fruits wholesale and
BUH AR ik B A PR ) the PRC Retail
18 June 2001
Hangzhou Fruit-products Hangzhou RMB100,000,000 — 80.0%  Fruits wholesale and
Wholesale Co., Ltd. the PRC Retail
BN R G LB PR A ] 23 May 2006
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(i)  The official name of all these entities are in Chinese. The English translation names for these entities
are for identification only.

(ii)) The statutory audits of these entities for the year ended 31 December 2017 were audited by Zhejiang
Chongshin Certified Public Accountants Co., Ltd. (# 7L {5 & &1 Fili F555 B A BR A w).

At 31 December 2017, there were no subsidiaries of Hangzhou Zhaorong Group had any material non-
controlling interests.

All companies comprising the Hangzhou Zhaorong Group have adopted 31 December as their financial year
end date.

The Historical Financial Information has been prepared in accordance with all applicable International
Financial Reporting Standards (“IFRSs’’) which collective term includes all applicable individual International
Financial Reporting Standards, International Accounting Standards (“IASs’’) and Interpretations issued by the
International Accounting Standards Board (the “IASB”). Further details of the significant accounting policies
adopted are set out in Note 2.

As at 31 December 2017, Hangzhou Zhaorong Group had net current liabilities of RMB193,547,000,
including amounts due to a related party of RMB170,000,000 (Note 18(iii)). The Historical Information have been
prepared on a going concern basis notwithstanding the above mentioned conditions, because the Hangzhou
Zhaorong’s immediate holding company, Renhe Investment Holding Company Limited, has confirmed that it will
provide continuous financial support to Hangzhou Zhaorong within the next twelve months after the end of the
reporting date in order to enable it to meet its liabilities as and when they fall due. Accordingly, the directors of the
Company consider it is appropriate to prepare the financial statements on a going concern basis.

The IASB has issued a number of new and revised IFRSs. For the purpose of preparing this Historical
Financial Information, Hangzhou Zhaorong Group has adopted all applicable new and revised IFRSs to the Track
Record Period, except for any new standards or interpretations that are not yet effective for the accounting year
ended 31 December 2017. The revised and new accounting standards and interpretations issued but not yet effective
for the accounting period beginning on 1 January 2017 are set out in Note 28.

The Historical Financial Information also complies with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The accounting policies set out below have been applied consistently to all periods presented in the Historical
Financial Information.

2 SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of measurement

The measurement basis used in the preparation of the financial statements is the historical cost basis
except that investment property is stated at its fair value as explained in the accounting policies set out in
Note 2(h).

(b) Use of estimates and judgements
The preparation of Historical Financial Information in conformity with IFRSs requires management to

make judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
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experience and various other factors that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgements about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of IFRSs that have significant effect on the
Historical Financial Information and major sources of estimation uncertainty are discussed in Note 3.

(c) Functional and presentation currency

The consolidated financial statements are presented in Renminbi (“RMB”’), rounded to the nearest
thousand, which is the functional currency of the subsidiaries carrying on the principal activities of Hangzhou
Zhaorong Group.

(d) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by Hangzhou Zhaorong Group. Hangzhou Zhaorong Group controls
an entity when it is exposed, or has rights, to variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. When assessing whether Hangzhou Zhaorong
Group has power, only substantive rights (held by Hangzhou Zhaorong Group and other parties) are
considered.

An investment in a subsidiary is consolidated into the consolidated financial statements from the date
that control commences until the date that control ceases. Intra-group balances, transactions and cash flows
and any unrealised profits arising from intra-group transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses resulting from intra-group transactions are eliminated in
the same way as unrealised gains but only to the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the
Hangzhou Zhaorong Group, and in respect of which Hangzhou Zhaorong Group has not agreed any additional
terms with the holders of those interests which would result in Hangzhou Zhaorong Group as a whole having
a contractual obligation in respect of those interests that meets the definition of a financial liability. For each
business combination, Hangzhou Zhaorong Group can elect to measure any non-controlling interests either at
fair value or at the non-controlling interests’ proportionate share of the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of financial position within equity,
separately from equity attributable to the equity shareholders of the Hangzhou Zhaorong Group. Non-
controlling interests in the results of Hangzhou Zhaorong Group are presented on the face of the consolidated
statement of profit or loss and the consolidated statement of profit or loss and other comprehensive income as
an allocation of the total profit or loss and total comprehensive income for the year between non- controlling
interests and the equity shareholders of the Hangzhou Zhaorong Group.

Changes in Hangzhou Zhaorong Group’s interests in a subsidiary that do not result in a loss of control
are accounted for as equity transactions, whereby adjustments are made to the amounts of controlling and
non-controlling interests within consolidated equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is recognised.

When Hangzhou Zhaorong Group loses control of a subsidiary, it is accounted for as a disposal of the
entire interest in that subsidiary, with a resulting gain or loss being recognised in profit or loss.

In the Hangzhou Zhaorong’s statement of financial position, an investment in a subsidiary is stated at

cost less impairment losses (Note 2(k)), unless the investment is classified as held for sale (or included in a
disposal group that is classified as held for sale).
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(e) Associates

An associate is an entity in which Hangzhou Zhaorong Group has significant influence, but not control
or joint control, over its management, including participation in the financial and operating policy decisions.

An investment in an associate is accounted for in the Historical Financial Information under the equity
method, unless it is classified as held for sale (or included in a disposal group that is classified as held for
sale). Under the equity method, the investment is initially recorded at cost, adjusted for any excess of
Hangzhou Zhaorong Group’s share of the acquisition-date fair values of the investee’s identifiable net assets
over the cost of the investment (if any). Thereafter, the investment is adjusted for the post acquisition change
in Hangzhou Zhaorong Group’s share of the investee’s net assets and any impairment loss relating to the
investment (Note 2(k)). Any acquisition-date excess over cost, Hangzhou Zhaorong Group’s share of the post-
acquisition, post-tax results of the investees and any impairment losses for the period are recognised in the
consolidated statements of profit or loss and other comprehensive income, whereas Hangzhou Zhaorong
Group’s share of the post-acquisition post-tax items of the investees’ other comprehensive income is
recognised in the consolidated statements of profit or loss and other comprehensive income.

When Hangzhou Zhaorong Group’s share of losses exceeds its interest in the associate, Hangzhou
Zhaorong Group’s interest is reduced to nil and recognition of further losses is discontinued except to the
extent that Hangzhou Zhaorong Group has incurred legal or constructive obligations or made payments on
behalf of the investee. For this purpose, Hangzhou Zhaorong Group’s interest is the carrying amount of the
investment under the equity method together with Hangzhou Zhaorong Group’s long-term interests that in
substance form part of Hangzhou Zhaorong Group’s net investment in the associate.

Unrealised profits and losses resulting from transactions between Hangzhou Zhaorong Group and its
associates are eliminated to the extent of Hangzhou Zhaorong Group’s interest in the investee, except where
unrealized losses provide evidence of an impairment of the asset transferred, in which case they are
recognised immediately in profit or loss.

If an investment in an associate becomes an investment in a joint venture or vice versa, retained interest
is not remeasured. Instead, the investment continues to be accounted for under the equity method.

In all other cases, when Hangzhou Zhaorong Group ceases to have significant influence over an
associate, it is accounted for as a disposal of the entire interest in that investee, with a resulting gain or loss
being recognised in profit or loss. Any interest retained in that former investee at the date when significant
influence is lost is recognised at fair value and this amount is regarded as the fair value on initial recognition
of a financial asset.

(f)  Goodwill
Goodwill represents the excess of
(i)  the aggregate of the fair value of the consideration transferred, the amount of any non- controlling
interest in the acquiree and the fair value of the group’s previously held equity interest in the

acquiree; over

(ii)  the net fair value of the acquiree’s identifiable assets and liabilities measured as at the acquisition
date.
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When (ii) is greater than (i), then this excess is recognised immediately in profit or loss as a gain on a
bargain purchase.

Goodwill is stated at cost less accumulated impairment losses. Goodwill arising on a business
combination is allocated to each cash-generating unit, or groups of cash generating units, that is expected to
benefit from the synergies of the combination and is tested annually for impairment (Note 2(k)).

On disposal of a cash generating unit during the year, any attributable amount of purchased goodwill is
included in the calculation of the profit or loss on disposal.

(g) Investments in debt securities

Hangzhou Zhaorong Group’s policies for investments in debt securities, other than investments in
subsidiaries and associate, are as follows:

Investments in debt securities not at fair value through profit or loss are initially stated at fair
value plus directly attributable transaction costs, where fair value is their transaction price unless it is
determined that the fair value at initial recognition differs from the transaction price and that fair value
is evidenced by a quoted price in an active market for an identical asset or liability or based on a
valuation technique that uses only data from observable markets.

Investments in debt securities which do not fall into the categories of loans and receivables,
investments in securities held for trading or held-to-maturity are classified as available-for- sale
securities. Interest income from debt securities calculated using the effective interest method is
recognised in profit or loss in accordance with the policies set out in Note 2(s)(v).

When the investments in debt securities are derecognised or impaired, see Note 2(k), the
cumulative gain or loss recognised in equity is reclassified to profit or loss. Investments in debt
securities are recognised/derecognised on the date Hangzhou Zhaorong commits to purchase/sell the
investments or they expire.

(h) Investment property

Investment properties are land and/or buildings which are owned or held under a leasehold interest
(Note 2(j)) to earn lease income and/or for capital appreciation. These include land held for a currently
undetermined future use and property that is being constructed or developed for future use as investment

property.

Investment properties are stated at fair value, unless they are still in the course of construction or
development at the end of the reporting period and their fair value cannot be reliably measured at that time.
Any gain or loss arising from a change in fair value or from the retirement or disposal of an investment
property is recognised in profit or loss. Lease income from investment properties is accounted for as described
in Note 2(s)(ii).

When Hangzhou Zhaorong Group holds a property interest under an operating lease to earn lease
income and/or for capital appreciation, the interest is classified and accounted for as an investment property
on a property-by-property basis. Any such property interest which has been classified as an investment
property is accounted for as if it were held under a finance lease (Note 2(j)), and the same accounting policies
are applied to that interest as are applied to other investment properties leased under finance leases. Lease
payments are accounted for as described in Note 2(j).

(i) Property and equipment
(i)  Recognition and measurement

Items of property and equipment and leasehold improvements are measured at cost less
accumulated depreciation and accumulated impairment losses (Note 2(k)(ii)).
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Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the asset to a working condition for its intended use, the costs of dismantling
and removing the items and restoring the site on which they are located, and capitalised borrowing
costs.

When parts of an item of property and equipment have different useful lives, they are accounted
for as separate items (major components) of property and equipment.

The gain or loss on disposal of an item of property and equipment is determined by comparing
the proceeds from disposal with the carrying amount of property and equipment and is recognised net
within “other income” in profit or loss.

(ii) Subsequent costs

The cost of replacing a component of an item of property and equipment is recognised in the
carrying amount of the item if it is probable that the future economic benefits embodied with the
component will flow to Hangzhou Zhaorong Group, and its cost can be measured reliably. The carrying
amount of the replaced part is derecognised. The costs of the day-to-day servicing of property and
equipment are recognised in profit or loss as incurred.

(iii) Depreciation
Depreciation is based on the cost of an asset less its residual value. Significant components of
individual assets are assessed and if a component has a useful life that is different from the remainder

of that asset, that component is depreciated separately.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives
of each component of an item of property and equipment.

The estimated useful lives for current and comparative years are as follows:

—  Land and buildings 10-40 years
—  Machinery 5-10 years
—  Office equipment and others 3-5 years
—  Vehicles 5-12 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

(j) Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if Hangzhou
Zhaorong Group determines that the arrangement conveys a right to use a specific asset or assets for an
agreed period of time in return for a payment or a series of payments. Such a determination is made based on
an evaluation of the substance of the arrangement and is regardless of whether the arrangement takes the legal
form of a lease.

(i)  Classification of assets leased to Hangzhou Zhaorong Group
Assets that are held by Hangzhou Zhaorong Group under leases which transfer to Hangzhou
Zhaorong Group substantially all the risks and rewards of ownership are classified as being held under

finance leases. Leases which do not transfer substantially all the risks and rewards of ownership to
Hangzhou Zhaorong Group are classified as operating leases.
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(k)

(it)  Operating lease charges

Where Hangzhou Zhaorong Group has the use of assets held under operating leases, payments
made under the leases are charged to profit or loss in equal installments over the accounting periods
covered by the lease term, except where an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments made. Contingent lease are charged to profit or loss
in the accounting period in which they are incurred.

Impairment of assets
(i) Impairment of investments in debt securities and other receivables

Investments in debt securities and other receivables that are stated at cost or amortised cost or are
classified as available-for-sale securities are reviewed at the end of each reporting period to determine
whether there is objective evidence of impairment. Objective evidence of impairment includes
observable data that comes to the attention about one or more of the following loss events:

— significant financial difficulty of the debtor;
—  a breach of contract, such as a default or delinquency in interest or principal payments;

— it becoming probable that the debtor will enter bankruptcy or other financial reorganisation;
and

—  significant changes in the technological, market, economic or legal environment that have
an adverse effect on the debtor.

If any such evidence exists, any impairment loss is determined and recognised as follows:

—  For investments in associates accounted for under the equity method in the consolidated
financial statements (Note 2(e)), the impairment loss is measured by comparing the
recoverable amount of the investment with its carrying amount in accordance with Note
2(k)(ii). The impairment loss is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount in accordance with Note 2(k)(ii).

— For trade and other receivables and other current financial assets carried at amortised cost,
the impairment loss is measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at