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DEFINITIONS

In this circular, the following expressions shall have the meanings set out below unless the 

context requires otherwise:

 “associate” has the meaning ascribed thereto in the Listing Rules

 “Board” the board of Directors

“Business Day” means a day (excluding a Saturday) on which banks in Hong 

Kong are open for business in Hong Kong throughout their normal 

business hours

“Companies Ordinance” the Companies Ordinance (Chapter 622 of the Laws of Hong 

Kong) 

“Company” Gemini Investments (Holdings) Limited, a company incorporated 

in Hong Kong with limited liability and the Ordinary Shares of 

which are listed on the Main Board of the Stock Exchange (stock 

code: 174)

“Completion Date” the date on which completion of the Subscription Agreement takes 

place

“connected person” has the meaning ascribed thereto in the Listing Rules

“controlling shareholder” has the meaning ascribed thereto in the Listing Rules

“Conversion Date” 12:00 noon on the Business Day immediately following the date 

of the surrender of the relevant certificate and delivery of the 

conversion notice therefor accompanied by other documents 

(if necessary) required under the terms for conversion of the 

Convertible Preference Shares

“Conversion Price” the price at which each Ordinary Share is to be issued upon 

exercise of the Conversion Right, being HK$3.0 (subject to 

adjustments)

“Conversion Right” the right to convert any Convertible Preference Share into Ordinary 

Share

“Conversion Share(s)” Ordinary Share(s) to be issued upon an exercise of the Conversion 

Rights

“Convertible Preference 

Shareholder(s)”

a person or persons who is or are registered in the register required 

to be maintained by the Company as a holder or joint-holders of 

the Convertible Preference Shares
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“Convertible Preference Share(s)” the new non-voting convertible preference share(s) in the capital 

of the Company to be subscribed by the Subscriber under the 

Subscription Agreement

“Converting Shareholder(s)” Convertible Preference Shareholder(s), all or some of whose 

Convertible Preference Shares are being or have been converted

“Directors” directors of the Company

“EGM” an extraordinary general meeting of the Company to be held at 

United Conference Centre, 10/F., United Centre, 95 Queensway, 

Admiralty, Hong Kong on Tuesday, 23 December 2014 at 

10:30 a.m. or any adjournment thereof (as the case may be) 

to consider and, if thought fit, approve, among other things, 

the Subscription Agreement and the transactions contemplated 

thereunder, including the grant of specific mandate to the Board to 

issue the Convertible Preference Shares and the Conversion Shares 

and the proposed adoption of the New Articles

“Existing Articles” the existing articles of association of the Company

“Group” the Company and its subsidiaries

“Hong Kong” the Hong Kong Special Administrative Region of the PRC

“Independent Board Committee” the independent committee of the Board comprising all three 

independent non-executive Directors, namely Mr. Law Tze Lun, 

Mr. Lo Woon Bor, Henry and Mr. Zheng Yun, which has been 

established by the Company to make recommendation to the 

Independent Shareholders in respect of the Subscription Agreement 

and the transactions contemplated thereunder

“Independent Financial Adviser” First Shanghai Capital Limited, a corporation licensed to carry out 

type 6 (advising on corporate finance) regulated activity under the 

SFO, being the independent financial adviser to the Independent 

Board Committee and the Independent Shareholders in respect of 

the terms of the Subscription Agreement

“Independent Shareholders” Shareholders other than the Subscriber and its associates

“Latest Practicable Date” 24 November 2014, being the latest practicable date prior to 

printing of this circular for ascertaining certain information contain 

therein

“Listing Rules” the Rules Governing the Listing of Securities on the Stock 

Exchange
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“New Articles” the new set of articles of association of the Company, proposed to 

be adopted by the Shareholders at the EGM

“Ordinary Share(s)” the ordinary share(s) in the share capital of the Company

“PRC” the People’s Republic of China which, for the purpose of this 

circular, exclude Hong Kong, Macau Special Administrative 

Region of the PRC and Taiwan

“Reference Amount” HK$3.0 per Convertible Preference Share

“SFO” the Securities and Futures Ordinance (Chapter 571 of the Laws of 

Hong Kong)

“Shareholder(s)” holder(s) of the Ordinary Share(s)

“Sino-Ocean Land” Sino-Ocean Land Holdings Limited, a company incorporated in 

Hong Kong with limited liability and the shares of which are listed 

on the Main Board of the Stock Exchange (stock code: 03377)

“Sino-Ocean Land Group” Sino-Ocean Land and its subsidiaries

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Subscriber” Grand Beauty Management Limited, a company incorporated in 

British Virgin Islands and an indirect wholly-owned subsidiary of 

Sino-Ocean Land

“Subscription Agreement” the conditional subscription agreement dated 26 October 2014 

(as supplemented by a supplemental agreement thereto dated 

24 November 2014) entered into between the Company and 

the Subscriber in relation to the subscription of 1,300,000,000 

Convertible Preference Shares

“Subscription Price” the issue price of HK$3.0 per Convertible Preference Share 

payable in cash by the Subscriber under the Subscript ion 

Agreement

“Takeovers Code” The Hong Kong Code on Takeovers and Mergers as in force and 

as amended from time to time

“USA” United States of America

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“%” per cent.
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LETTER FROM THE BOARD

Gemini Investments (Holdings) Limited
盛洋投資（控股）有限公司
(Incorporated in Hong Kong with limited liability)

(Stock Code: 174)

Executive Directors: 
Mr. SUM Pui Ying (Chief Executive Officer)
Mr. LI Zhenyu (Chief Operating Officer)
Mr. LAI Kwok Hung, Alex

Non-executive Directors:
Mr. LI Ming (Honorary Chairman)
Mr. LI Hongbo

Independent non-executive Directors:
Mr. LAW Tze Lun
Mr. LO Woon Bor, Henry
Mr. ZHENG Yun

Registered office and principal 
place of business in Hong Kong:

Room 3902, 39th Floor
Tower One, Lippo Centre
No. 89 Queensway
Hong Kong 

27 November 2014

Dear Sirs,

(1) CONNECTED TRANSACTION INVOLVING THE ISSUE OF
CONVERTIBLE PREFERENCE SHARES

(2) PROPOSED GRANT OF SPECIFIC MANDATE TO ISSUE CONVERTIBLE 
PREFERENCE SHARES AND CONVERSION SHARES

(3) PROPOSED ADOPTION OF
NEW ARTICLES OF ASSOCIATION

AND

(4) CLOSURE OF REGISTER OF MEMBERS

INTRODUCTION

The Company announced on 26 October 2014, among other things, that

(i) the Company entered into the Subscription Agreement with the Subscriber (an indirect 
wholly-owned subsidiary of Sino-Ocean Land), pursuant to which the Company has 
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conditionally agreed to issue and the Subscriber has conditionally agreed to subscribe 
for 1,300,000,000 Convertible Preference Shares at the Subscription Price of HK$3.0 per 
Convertible Preference Share; and

(ii) the Board proposed that the Convertible Preference Shares shall be created and that the 
New Articles shall be adopted to incorporate the terms of the Convertible Preference 
Shares summarised in the section headed “Terms of the Convertible Preference Shares” 
in this circular. In order to bring the Existing Articles in line with changes introduced 
by the new Companies Ordinance (Chapter 622 of the laws of Hong Kong) to which the 
Company is subject, a substantial number of amendments will be made to the Existing 
Articles. The Board proposed that such amendments will also be consolidated in the 
aforesaid New Articles.

On 24 November 2014, the Company and the Subscriber entered into a supplemental agreement 
to the Subscription Agreement, pursuant to which the terms of the Convertible Preference Shares 
have been amended which allow the Board to elect not to pay any Dividend (as defined below). 
Accordingly, the Convertible Preference Shares shall be classified as equity in accordance with the 
generally accepted accounting principles in Hong Kong. The Board intends to apply a consistent 
dividend payout policy for the Convertible Preference Shares and shall pay such dividend if there is 
sufficient distributable profits and cash. Save for the above, all clauses, agreements, provisions, terms 
and conditions as contained and/or referred to in the Subscription Agreement shall remain in full 
force and effect.

The purpose of this circular is to provide you with, among other things, (i) details of the issue 
of the Convertible Preference Shares; (ii) the recommendation of the Independent Board Committee 
to the Independent Shareholders; (iii) the letter of advice from the Independent Financial Adviser to 
the Independent Board Committee and the Independent Shareholders in relation to the issue of the 
Convertible Preference Shares; (iv) the summary of major changes introduced by the New Articles; 
and (v) the notice of EGM.

THE SUBSCRIPTION AGREEMENT

The principal terms of the Subscription Agreement are set out below:

Date: 26 October 2014 (as supplemented by a supplemental agreement 
thereto dated 24 November 2014)

Parties: (a) the Company (as issuer); and

(b) Grand Beauty Management Limited (as subscriber).

Subject matter: Subject to the fulfilment of the conditions precedent as mentioned 
below, the Company will allot and issue 1,300,000,000 Convertible 
Preference Shares to the Subscriber.

Subscription Price: HK$3.0 per Convertible Preference Share payable in cash by the 
Subscriber upon completion of the Subscription Agreement, which 
was arrived at after arm’s length negotiations between the Company 
and the Subscriber, having considered prevailing market prices of 
the Ordinary Shares, the net asset value per Ordinary Share, and the  
Group’s long-term business prospects and development.
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The Subscription Price of HK$3.0 per Convertible Preference Share 
represents:

(a) a premium of approximately 97.37% over the closing price of 
HK$1.52 per Ordinary Share as quoted on the Stock Exchange 
as at the Latest Practicable Date;

(b) a premium of approximately 84.05% over the closing price of 
HK$1.63 per Ordinary Share as quoted on the Stock Exchange 
on 24 October 2014, being the last trading day immediately 
preceding the date of the Subscription Agreement;

(c) a premium of approximately 125.56% over the average of the 
closing prices of approximately HK$1.33 per Ordinary Share 
for the 5 consecutive trading days immediately preceding the 
date of the Subscription Agreement;

(d) a premium of approximately 154.24% over the average of the 
closing prices of approximately HK$1.18 per Ordinary Share 
for the 30 consecutive trading days immediately preceding the 
date of the Subscription Agreement;

(e) a premium of approximately 160.87% over the average of the 
closing prices of approximately HK$1.15 per Ordinary Share 
for the 60 consecutive trading days immediately preceding the 
date of the Subscription Agreement; and

(f) a premium of approximately 163.16% over the net asset value 
attributable to equity holders of the Company of approximately 
HK$1.14 per Ordinary Share as at 30 June 2014 (based on 
the unaudited net assets attributable to the Company’s equity 
holders of approximately HK$508,348,000 as at 30 June 2014 
and 445,500,000 Ordinary Shares then in issue as set out in the 
interim report of the Company for the period ended 30 June 
2014).

The total subscription price payable for the Convertible Preference 
Shares is HK$3,900,000,000. If so requested by the Company, the 
Subscriber shall pay such subscription price for the Convertible 
Preference Shares in the equivalent amount of United States dollars 
on the Completion Date at the benchmark middle exchange rate for 
the conversion of Hong Kong dollars into United States dollars which 
is posted by Bloomberg as of 11:00 a.m. (Hong Kong time) on the 
two Business Days immediately preceding the Completion Date, or 
such other exchange rate as may be agreed between the Company and 
the Subscriber in writing.
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Conditions Precedent: Completion of the Subscription Agreement is conditional upon 
the occurrence of the following by no later than 30 June 2015 (or 
such later date as may be agreed between the Company and the 
Subscriber):

(a) the passing of an ordinary resolution by the Independent 
Shareholders who are permitted to vote under the Listing Rules 
at a general meeting of the Company approving by way of a 
poll to approve the Subscription Agreement and the transactions 
contemplated thereunder, including but not limited to the 
issue of the Convertible Preference Shares and the issue of the 
Conversion Shares upon conversion of the relevant Convertible 
Preference Shares;

(b) the passing of a special resolution by the Shareholders who are 
permitted to vote under the Listing Rules at a general meeting 
of the Company approving by way of a poll to approve the 
adoption of the New Articles or the amendments to the Existing 
Articles to reflect the terms of the Convertible Preference 
Shares;

(c) the Listing Committee of the Stock Exchange granting or 
agreeing to grant the listing of, and permission to deal in, all of 
the Conversion Shares that fall to be issued upon conversion of 
the Convertible Preference Shares; and

(d) al l other necessary waivers, consents and approvals ( if 
required) from the relevant governmental or regulatory 
authorities (including the Stock Exchange) in Hong Kong, with 
respect to the Company, for the Subscription Agreement and 
the transactions contemplated therein having been obtained and 
fulfilled.

If the conditions precedent of the Subscription Agreement are not 
fulfilled by 30 June 2015 (or such later date as may be agreed 
between the Company and the Subscr iber) ,  the Subscr ipt ion 
Agreement shall cease to have any force and effect and the Subscriber 
and the Company shall be released from all rights and obligations 
relating to the Subscription Agreement, save for any antecedent 
breach thereof. As at the Latest Practicable Date, none of the above 
conditions had been fulfilled. The long stop date of the Subscription 
Agreement is set at 30 June 2015 in order to provide flexibility and 
allow sufficient time for the Company to prepare the circular and 
convene the general meeting. The Company intends to complete the 
issue of the Convertible Preference Shares as soon as practicable in 
accordance with the Subscription Agreement after the passing of the 
resolutions by the Shareholders at the EGM.
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Completion: Completion of the subscription of the Convertible Preference Shares 
shall take place on the fifth Business Day (or such other date and 
time as may be agreed by the Company and the Subscriber) following 
the satisfaction of the conditions precedent of the Subscription 
Agreement.

The Company will apply to the Stock Exchange for the listing of, or permission to deal in, the 

Conversion Shares.

The Company will seek the grant of specific mandate from the Independent Shareholders at the 

EGM to allot and issue the 1,300,000,000 Convertible Preference Shares to the Subscriber and all the 

Conversion Shares issuable to the Converting Shareholders upon full conversion of the Convertible 

Preference Shares.

TERMS OF THE CONVERTIBLE PREFERENCE SHARES

The principal terms of the Convertible Preference Shares are set out below:

Conversion Price: The initial conversion price at which each Ordinary Share will 

be issued upon exercise of the conversion rights attaching to the 

Convertible Preference Share is HK$3.0.

The Conversion Price will be subject to adjustments for subdivision 

or consolidation of Ordinary Shares or issue of new Ordinary Shares 

pursuant to any bonus issue. The Conversion Price applicable to any 

subsequent conversion shall in the case of a sub-division or bonus 

issue be decreased or in the case of a consolidation be increased 

proportionally.

Save as provided above, no adjustment wil l  be made to the 

Conversion Price as a result of any other changes to the share capital 

of the Company including, without limitation, any scrip dividend or 

other distribution, rights issue and other issue of shares, option to 

subscribe for or any other securities convertible into Ordinary Shares.

For the avoidance of doubt, the Converting Shareholder(s) is/are 

not required to pay any additional money upon conversion of the 

Convertible Preference Share(s) to Conversion Share(s), other than 

taxes and stamp, issue and registration duties (if any) arising on 

conversion.
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Dividend: Each Convertible Preference Share shall confer on the Convertible 

Preference Shareholder thereof the right to receive out of profits 

of the Company lawfully available for distribution and resolved by 

the Board to be distributed a non-cumulative floating preferential 

dividend at the floating rate per annum as ascertained below on the 

Reference Amount (the “Dividend”) pari passu with other shares 

ranking pari passu as regards income with the Convertible Preference 

Shares but otherwise in priority to any other class of shares in the 

capital of the Company from time to time in issue (including the 

Ordinary Shares):—

(a) (if applicable) in respect of the period from the issue date of 

the Convertible Preference Shares to 31 December 2014 (both 

days inclusive), at the rate of 1.937% per annum (which was 

set with reference to the prevailing annualised yield-to-maturity 

rate of the 10-year Government Bonds issued by the Hong 

Kong Government);

(b) in respect of the period from 1 January to 30 June of each year 

after 31 December 2014 (each “First 6-Month Period”), at the 

rate per annum equivalent to the annualised yield-to-maturity 

rate of the 10-year Government Bonds issued by the Hong 

Kong Government (or if such bonds are not available at the 

relevant time, such other similar debt instrument with 10-year 

maturity issued by other governmental authority with similar 

credit rating as the Hong Kong Government at the relevant 

time as the Company may determine in its absolute discretion) 

(the “Relevant Debt Instrument”) as quoted or posted by 

Bloomberg (or if such rate for the Relevant Debt Instrument is 

not available from Bloomberg at the relevant time, such other 

reputed organisation, entity or institution as the Company may 

determine in its absolute discretion (the “Alternative Entity” )) 

as of 11:00 a.m. (Hong Kong time) on the first Business Day of 

the First 6-Month Period; and

(c) in respect of the period from 1 July to 31 December of each 

year after 31 December 2014 (each “Second 6-Month Period”), 

at the rate per annum equivalent to the annualised yield-to- 

maturity rate of the Relevant Debt Instrument as posted by 

Bloomberg (or if such rate for the Relevant Debt Instrument 

is not available from Bloomberg at the relevant time, the 

Alternative Entity) as of 11:00 a.m. (Hong Kong time) on the 

first Business Day of the Second 6-Month Period.

Save for the above, the Convertible Preference Shares shall not entitle 

the Convertible Preference Shareholders thereof to any further or 

other right of participation in the profits of the Company.
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The Dividends in respect of a given year (the “Relevant Year”) 

shall be (A) declared and paid only if the Company has profits 

lawfully available for distribution (taking account, for this purpose, 

of any other payments or distributions to be made at any time on or 

in respect of any other shares ranking pari passu as regards income 

with the Convertible Preference Shares) to justify the payment of the 

Dividends for the Relevant Year, and (B) reduced or extinguished in 

the following circumstances:

(a) if the audited consolidated net profit after tax of the Group 

for the Relevant Year (the “Audited Annual Profit”) is less 

than the total amount of Dividends accrued on the Convertible 

Preference Shares in respect of the Relevant Year, the Dividend 

payable in respect of each Convertible Preference Share for 

the Relevant Year shall be reduced proportionally to the extent 

and intent that following such reduction, the aggregate amount 

of the Dividends for all the Convertible Preference Shares in 

respect of the Relevant Year shall be equivalent to the amount 

of the Audited Annual Profit (for this purpose, the aforesaid 

two figures shall be deemed equivalent if their difference is 

less than HK$100,000); and

(b) if the Group records an audited consolidated loss (after tax) for 

the Relevant Year, no Dividend in respect of the Convertible 

Preference Shares for the Relevant Year shall be declared and 

paid by the Company.

In the event that no Dividends are paid in a Relevant Year or 

the amount of the Dividends for a Relevant Year are reduced or 

extinguished as provided above, the Dividends not paid and/or the 

amount of the Dividends so reduced shall be extinguished and not be 

carried forward.

Notwithstanding any of the above provisions, the Board may elect 

not to pay any Dividend in respect of any Relevant Year regardless 

of whether or not (a) the Company has sufficient distributable profits 

to cover the Dividend in respect of such Relevant Year or otherwise 

or (b) the Audited Annual Profit is more than the total amount of 

Dividends accrued on the Convertible Preference Shares in respect 

of the Relevant Year. In determining whether the Company should 

pay the Dividend, the Board would take into account, among other 

things, the Group’s profitability, cash flow requirement and available 

cash resources (including bank balances and cash and short-term bank 

deposits), having regard to the support provided by Sino-Ocean Land 

to the Group. In the event that the Company elects not to pay the 

Dividends in respect of any Relevant Year, the Dividends not paid in 

respect of the Relevant Year shall be extinguished and not be carried 

forward.
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Conversion Rights: Subject to the restrictions on conversion as provided below, any 

Convertible Preference Shareholder may exercise the Conversion 

Right in respect of all or part (any conversion in part being in 

amounts of or integral multiples of 500,000 Convertible Preference 

Shares, and the aggregate Reference Amount of the relevant 

Convertible Preference Shares be not less than HK$1,500,000) of the 

Convertible Preference Shares at any time commencing from 3:00 

p.m. (Hong Kong time) on the first Business Day immediately after 

the end of a period of 5 years commencing from the issue date of the 

Convertible Preference Shares.

No conversion of the Convertible Preference Shares is allowed during 

the 5-year period commencing from the issue date of the Convertible 

Preference Shares.

Number of Conversion 
Shares to be issued:

The number of Conversion Shares to be issued on each conversion 

shall be determined by dividing the aggregate Reference Amount 

of the Convertible Preference Share(s) which is/are to be converted 

pursuant to a conversion notice by the Conversion Price applicable on 

the Conversion Date, provided that no fraction of an Ordinary Share 

arising on conversion shall be allotted. Based on the initial conversion 

price of HK$3.0, each Convertible Preference Share can be converted 

into one Conversion Share, and so a total of 1,300,000,000 Conversion 

Shares are issuable upon full conversion of the Convertible Preference 

Shares, representing approximately 290.11% of the Company’s issued 

Ordinary Shares as at the Latest Practicable Date; and approximately 

74.37% of the Company’s issued Ordinary Shares as enlarged by the 

allotment and issue of the Conversion Shares upon full conversion of 

the Convertible Preference Shares (assuming that there are no other 

changes in the issued share capital of the Company).

Restrictions on 
conversion:

No conversion shall take place if:

(a) to the extent that following such exercise of the Conversion 

Rights, it will trigger a mandatory offer obligation under 

Rule 26 of the Takeovers Code on the part of the Convertible 

Preference Shareholder exercising such Conversion Rights and 

parties acting in concert with it in relation to the securities of 

the Company; or

(b) if immediately after such conversion, the public float of 

the Ordinary Shares falls below the minimum public float 

requirements stipulated under the Listing Rules or as required 

by the Stock Exchange.
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Ordinary Shares issued 
on conversion:

The relevant Conversion Shares shall be credited as fully paid and 

rank pari passu in all respects with the Ordinary Shares then in issue 

save that they shall not entitle the holders to any dividend or other 

distribution declared, paid or made upon the Ordinary Shares prior to 

the relevant date (the “Entry Date”) on which the register of members 

of the Company is updated for such conversion, and provided that 

where a record date for any dividend or distribution made in relation 

to the Ordinary Shares is after the Entry Date but such record date 

is in respect of any distribution in respect of any financial period 

of the Company ended prior to such Entry Date, the holders of such 

Conversion Shares will not be entitled to such distribution.

Capital: On a return of capital on liquidation or otherwise (but not on 

conversion), the Convertible Preference Shares shall confer on the 

Convertible Preference Shareholders the right to be paid, in priority 

to any return of assets in respect of any other class of shares in 

the capital of the Company, pari passu as between themselves, an 

amount equal to the aggregate Reference Amount of the Convertible 

Preference Shares plus any accrued but unpaid Dividends. The 

Convertible Preference Shares shall not confer on the holders thereof 

any further or other right to participate in the assets of the Company.

Non-redemption: All Convertible Preference Shares are non-redeemable by the 

Company and the Convertible Preference Shareholders shall have 

no right to request the Company to redeem any of the Convertible 

Preference Shares.

Voting: Convertible Preference Shareholders (in their capacity as such) will 

not be permitted to attend or vote at meetings of the Company, 

unless a resolution is proposed to vary the rights of the Convertible 

Preference Shareholders or a resolution is proposed for the winding 

up of the Company.

Listing: No application will be made for the listing of, or permission to deal 

in, the Convertible Preference Shares on the Stock Exchange or any 

other stock exchange.

Transferability: All Convertible Preference Shares are transferable, except where 

any Convertible Preference Share is intended to be transferred to 

a connected person of the Company (other than the associate of 

the transferring Convertible Preference Shareholder), such transfer 

shall comply with the requirements under the Listing Rules and/or 

requirements imposed by the Stock Exchange (if any).



— 13 —

LETTER FROM THE BOARD

Undertaking by the 
Company:

Without  the pr ior  consent  f rom the Conver t ib le  Preference 

Shareholders, the Company shall not, at any time during the period 

of five years commencing from the issue date of the Convertible 

Preference Shares, issue or agree to issue any new Ordinary Shares, 

whether for cash or for acquiring assets, at a price per Ordinary 

Share which is less than the then consolidated net asset value of the 

Company attributable to each Ordinary Share, which, for this purpose, 

shall be ascertained by dividing (AA) the consolidated net asset value 

of the Company as of the date (the “Relevant Date”) to which the 

latest published consolidated financial statements of the Company 

(whether annual, interim or otherwise) were then made up, by (BB) 

the total number of the Ordinary Shares in issue on the Relevant Date, 

provided that the above restriction shall not apply to:

(a) an i ssue of  Ordinary Shares upon the exerc ise of  the 

Conversion Rights to convert the Convertible Preference Shares 

into Ordinary Shares; or

(b) a grant of share options, or an issue of new Ordinary Shares 

upon exercise of share options granted, under any share 

option scheme of the Company adopted for the benefits of the 

employees of the Group.

EFFECT ON SHAREHOLDING STRUCTURE OF THE GROUP

For illustrative purpose only, set out below is the shareholding structure of the Company (i) as 

at the Latest Practicable Date; and (ii) immediately after the allotment and issue of the Conversion 

Shares upon full conversion of all the Convertible Preference Shares (assuming there are no other 

changes in the issued share capital of the Company and disregarding the restriction on conversion of 

the Convertible Preference Shares in relation to the public float of the Ordinary Shares):

Name of Shareholders
As at the Latest 
Practicable Date

Immediately after full conversion 
of all the Convertible Preference 

Shares (Note 2)

Number of 

Ordinary 

Shares

Approximate 

%

Number of 

Ordinary 

Shares

Approximate

%

The Subscriber (Note 1) 312,504,625 69.74 1,612,504,625 92.24

Public Shareholders 135,595,375 30.26 135,595,375 7.76    

Total: 448,100,000 100.00 1,748,100,000 100.00
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Notes:

1. The 312,504,625 Ordinary Shares were beneficially owned by the Subscriber.

2. The above calculation only illustrates the maximum potential impact on the shareholding structure of 

the Company arising from a full conversion of the Convertible Preference Shares. Based on the current 

shareholding structure of the Company, a full conversion of the Convertible Preference Shares is 

currently not permissible under the terms of the Convertible Preference Shares which contain, among 

others, a restriction on conversion of the Convertible Preference Shares if such conversion will result in 

the public float of the Ordinary Shares falling below the minimum public float requirements stipulated 

under the Listing Rules.

INFORMATION OF SINO-OCEAN LAND AND THE SUBSCRIBER

The principal business activity of Sino-Ocean Land is investment holding. The Sino-Ocean Land 

Group is one of the leading property developers with developments in key economic regions in the 

PRC and actively accomplishing the Sino-Ocean Land Group’s national strategic plan with a coastal 

and riparian focus. The Sino-Ocean Land Group focuses on developing mid-to-high end residential 

properties, high-end office premises and retail properties.

The Subscriber is a company incorporated in British Virgin Islands and an indirect wholly-

owned subsidiary of Sino-Ocean Land. The Subscriber is principally engaged in investment holding.

REASONS AND BENEFITS FOR THE ISSUE OF CONVERTIBLE PREFERENCE SHARES 
AND THE INTENDED USE OF PROCEEDS

The principal business activity of the Company is investment holding and the Group is 

principally engaged in property investment, securities investment, fund investment and fund 

management business.

As disclosed in the interim report of the Company for the six months ended 30 June 2014, it 

is the Company’s investing strategy to identify and capture more sound investment opportunities and 

with a focus on Hong Kong and overseas property markets, primarily prime cities, with lower risk 

exposure to macroeconomic factors. The Group has expanded and realigned its core management 

and along with strategic priorities for focusing on its direct investment in property related business 

activities from the PRC to Hong Kong and the overseas markets. Apart from direct holding of 

investment properties, the Group also engages in fund management through jointly managed fund 

as general partner for investing in the PRC property projects as part of its corporate development 

strategy. For diversification of investment risks in fund, it may still consider any appropriate 

opportunities/means for investing in certain property projects in the PRC or other countries where 

investment opportunities arise.

The Group’s existing investments comprise property-related investments in Hong Kong, 

Melbourne and New York, securities investments in listed equities and fund investments. The Group 

will continuously take root in the property markets and target more sound investment opportunities to 

strengthen its core competencies and to contribute sustainable growth and returns for the Group, with 

the ultimate goal to maximise Shareholders’ value in the medium to long term. The Board considers it 

appropriate for the Company to strengthen its financial capability to meet the future capital needs for 

its future investments.
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The net proceeds from the issue of the Convertible Preference Shares are intended to be 

invested, directly or indirectly, in certain investment opportunities which the Company may identify 

from time to time. On 17 November 2014, the Company announced the entering into of several 

agreements in relation to the investments in a jointly managed fund investing in PRC property 

projects (the “PRC Property Fund”). In addition, the Company is currently in discussions for 

the investments in a fund management group which is principally engaged in the management of 

property investment funds in the USA and a property investment fund investing in Hong Kong 

property projects (the “Potential Investments”). At present, negotiations on the terms of the Potential 

Investments are still ongoing, no definitive terms have been agreed in respect of the Potential 

Investments, and the Potential Investments may or may not proceed. The Company will make separate 

announcement(s) on the Potential Investments as and when appropriate. The Directors are of the view 

that the PRC Property Fund will serve as a convenient platform through which the Group can tap into 

a larger pool of potential value-enhancing property acquisitions through its participation into the PRC 

Property Fund, as the PRC Property Fund has higher fund-raising flexibility by admitting new limited 

partners such that the Group (indirectly through the PRC Property Fund) may take advantages of 

timely market opportunities. Details of the investment in the PRC Property Fund are disclosed in the 

announcement of the Company dated 17 November 2014.

Other than the issue of the Convertible Preference Shares, the Board has considered other 

alternative means to raise funding for investment in the PRC Property Fund and the aforementioned 

Potential Investments. In respect of pre-emptive fund raising (such as rights issue and open offer), 

such pre-emptive fund raising methods are usually required to be conducted on a fully underwritten 

basis and it may not be possible for the Company to procure underwriters for such fund raising 

activities on acceptable terms under the prevailing market conditions. Further, pre-emptive issues 

usually involve payment of underwriting commission, which will result in the Company incurring 

a higher cost than the issue of the Convertible Preference Shares. Having considered that the 

Convertible Preference Shares to be issued by the Company is of equity in nature, the issue of which 

will not adversely affect the Group’s gearing position and the cost of funding associated with the 

issue of the Convertible Preference Shares is relatively low compared with other means, the Board is 

of the view that the issue of the Convertible Preference Shares is the most appropriate way to raise 

funding for investment in the PRC Property Fund and the Potential Investments in the current market 

conditions. The Board considers that the issue of the Convertible Preference Shares will strengthen 

the financial position of the Group, which could consequently lower the cost of funding associated 

with debt financing for any future investment opportunities. The Board had considered issuing the 

Convertible Preference Shares to other independent third parties. After taking into account various 

factors, such as the prevailing market condition and the Company’s own financial background, the 

Board had decided to issue the Convertible Preference Shares to the Subscriber on the grounds that (i) 

the public market would not be able to absorb such a huge fund-raising size which was several times 

over the current market capitalisation of the Company; and (ii) in order to allow the public market to 

absorb such a huge fund-raising size, the Convertible Preference Shares may be required to issue to a 

number of subscribers and it would be cost-burdensome for the Company to incur considerable legal 

and compliance costs which may outweigh the benefits of obtaining a much smaller size of financing 

from a number of independent subscribers, and hence not in line with the interests of the Company 

and the Shareholders as a whole. The Board also believes that the issue of the Convertible Preference 

Shares to the Subscriber demonstrates the support of Sino-Ocean Land to the Company and conveys a 

positive message to the market.
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The total subscription amount of the Convertible Preference Shares is HK$3,900,000,000. 

The estimated net proceeds from the issue of the Convertible Preference Shares (after deducting the 

estimated expenses incidental thereto) is approximately HK$3,899,000,000. The estimated net price 

per Convertible Preference Share (based on the aforesaid net proceeds) is approximately HK$2.999. 

the Company intends to apply the net proceeds from the issue of the Convertible Preference 

Shares as to (i) approximately HK$1,800 million for the investment in the PRC Property Fund; (ii) 

approximately HK$1,600 million for the investment in a fund management group which is principally 

engaged in the management of property investment funds in the USA; (iii) approximately HK$300 

million for investment in a property investment fund investing in Hong Kong property projects; 

and (iv) the remaining balance of approximately HK$200 million for other property investment 

opportunities that may arise. In the event that the investment in the PRC Property Fund and the 

Potential Investments do not proceed, the net proceeds allocated for the investment in the PRC 

Property Fund and the Potential Investments will be applied as future working capital of the Group 

and for repayment of the Group’s existing bank loans, and for other future investments of the Group.

Having considered (i) the business development and the investment strategy of the Group; (ii) 

the issue of the Convertible Preference Shares will not adversely affect the Group’s gearing ratio; and 

(iii) the cost of funding associated with the issue of the Convertible Preference Shares is relatively 

low compared with other means, the Board is of the view that the issue of the Convertible Preference 

Shares is in the interests of the Company and the Shareholders as a whole, notwithstanding that the 

Company had not yet confirmed to proceed with the Potential Investments as at the Latest Practicable 

Date.

EQUITY FUND RAISING ACTIVITIES OF THE COMPANY FOR THE PAST 12 MONTHS

The Company did not conduct any equity fund raising activities in the past 12 months 

immediately before the Latest Practicable Date.

IMPLICATIONS UNDER THE LISTING RULES

The Subscriber was the controlling shareholder of the Company and was directly interested 

in 312,504,625 Ordinary Shares, representing approximately 69.74% of the issued Ordinary Shares 

of the Company as at the Latest Practicable Date. The Subscriber is therefore a connected person 

of the Company under the Listing Rules. The issue of the Convertible Preference Shares under the 

Subscription Agreement constitutes a connected transaction for the Company under Chapter 14A 

of the Listing Rules, and is subject to the reporting, announcement and independent shareholders’ 

approval requirements under Chapter 14A of the Listing Rules. The Subscriber and its associates will 

be required to abstain from voting in respect of the resolutions approving the Subscription Agreement 

and the transactions contemplated thereunder.

The Independent Board Committee has been established by the Company to advise the 

Independent Shareholders as to whether the Subscription Agreement was entered into in the ordinary 

and usual course business of the Group and whether the terms of the Subscription Agreement are fair 

and reasonable and on normal commercial terms, and the issue of the Convertible Preference Shares 

is in the interests of the Company and the Shareholders as a whole. In addition, as approved by the 

Independent Board Committee, First Shanghai Capital Limited has been appointed by the Company 

as the independent financial adviser to advise the Independent Board Committee and the Independent 

Shareholders in this regard.
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As Mr. Li Ming, a non-executive Director, is a director of Sino-Ocean Land and the Subscriber, 

and Mr. Sum Pui Ying, an executive Director, is a director of the Subscriber, they both were 

considered to have a potential material conflict of interests in the transactions contemplated under 

the Subscription Agreement and had abstained from voting at the Board meeting which approved 

the Subscription Agreement. Save as aforesaid, none of the other Directors had a material interest in 

the transactions contemplated under the Subscription Agreement, and none of them was required to 

abstain from voting on the relevant Board resolutions to approve the Subscription Agreement and the 

transactions contemplated thereunder.

PROPOSED ADOPTION OF THE NEW ARTICLES

The Board proposed that the Convertible Preference Shares shall be created and that the New 

Articles shall be adopted to incorporate the terms of the Convertible Preference Shares summarised 

in the section headed “Terms of the Convertible Preference Shares” above. In order to bring the 

Existing Articles in line with changes introduced by the Companies Ordinance to which the Company 

is subject, a substantial number of amendments will be made to the Existing Articles. The Board 

proposed that such amendments will also be consolidated in the New Articles with effect from the 

date of the passing of the relevant special resolution at the EGM. The proposed adoption of the New 

Articles is subject to the approval of the Shareholders by way of a special resolution at the EGM. 

A summary of the major areas of amendments, which will be incorporated into the New 

Articles to replace the Existing Articles, is set out in Appendix I to this circular.

EGM

A notice convening the EGM is set out on pages EGM-1 to EGM-3 of this circular. A proxy 

form of proxy for use at the EGM is enclosed herewith. 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 the same to the Company’s share registrar, Tricor Standard Limited, at 

Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong as soon as possible and in any event 

not less than 48 hours before the time appointed for the holding of the EGM or any adjournment 

thereof (as the case may be). 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 (as the case my be) should you 

so wish.

RECOMMENDATION

The Directors (including the independent non-executive Directors whose views have been set 

out in the letter from the Independent Board Committee on pages 19 to 20 of this circular after taking 

into account the advice of the Independent Financial Adviser) consider that the connected transaction 

involving the issue of the Convertible Preference Shares pursuant to the Subscription Agreement 

and the transactions contemplated thereunder is not conducted in the ordinary and usual course of 

business of the Group on the basis that it shall be regarded as a corporate financing activity, instead 

of a usual operating activity, of the Group; but the terms of the Subscription Agreement are fair and 

reasonable so far as the Company and the Independent Shareholders are concerned, and the issue of 
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the Convertible Preference Shares is in the interests of the Company and the Shareholders as a whole. 

Accordingly, the Directors recommend the Independent Shareholders to vote in favour of the ordinary 

resolution to be proposed at the EGM to approve the Subscription Agreement and the transactions 

contemplated thereunder (including the proposed grant of the specific mandate to the Board to issue 

the Convertible Preference Shares and the Conversion Shares).

The Directors consider that the proposed adoption of the New Articles is necessary to reflect 

the creation of the Convertible Preference Shares and to incorporate the terms of the Convertible 

Preference Shares as well as to align with new regulatory requirements under the new Companies 

Ordinance, and is therefore in the interests of the Company and the Shareholders as a whole. 

Accordingly, the Directors recommend the Shareholders to vote in favour of the special resolution to 

be proposed at the EGM to approve the adoption of the New Articles.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday, 22 December 2014 to 

Tuesday, 23 December 2014, both days inclusive, during which period no transfer of Ordinary Shares 

will be registered. The record date will be Tuesday, 23 December 2014. In order to determine the 

identity of Shareholders who are entitled to attend and vote at the EGM, all transfers of Ordinary 

Shares accompanied by the relevant share certificates must be lodged with the Company’s share 

registrar, Tricor Standard Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong 

by not later than 4:30 p.m. on Friday, 19 December 2014.

ADDITIONAL INFORMATION

Your attention is drawn to the letter from the Independent Board Committee set out on pages 

19 and 20 of this circular which contains its recommendation to the Independent Shareholders as 

to voting at the EGM and the letter from the Independent Financial Adviser set out on pages 21 to 

50 of this circular which contains its advice to the Independent Board Committee and Independent 

Shareholders in relation to the Subscription Agreement and the transactions contemplated thereunder.

Your attention is also drawn to the additional information set out in the appendices to this 

circular.

By order of the Board

Gemini Investments (Holdings) Limited
Lai Kwok Hung, Alex

Executive Director
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The following is the text of a letter from the Independent Board Committee setting out its 

recommendation to the Independent Shareholders in relation to the Subscription Agreement and the 

transactions contemplated thereunder.

Gemini Investments (Holdings) Limited
盛洋投資（控股）有限公司
(Incorporated in Hong Kong with limited liability)

(Stock Code: 174)

27 November 2014

To the Independent Shareholders

Dear Sirs,

(1) CONNECTED TRANSACTION INVOLVING THE ISSUE OF
CONVERTIBLE PREFERENCE SHARES

AND
(2) PROPOSED GRANT OF SPECIFIC MANDATE TO ISSUE

CONVERTIBLE PREFERENCE SHARES AND CONVERSION SHARES

We refer to the circular of the Company dated 27 November 2014 (the “Circular”), of which 

this letter forms part. Unless the context requires otherwise, capitalised terms used herein shall have 

the same meanings as those defined in the Circular.

We have been appointed as members of the Independent Board Committee to consider the 

terms of the Subscription Agreement and the transactions contemplated thereunder, to advise you as 

to whether the Subscription Agreement was entered into in the ordinary and usual course of business 

of the Group and whether the terms of the Subscription Agreement are fair and reasonable and on 

normal commercial terms, and the issue of the Convertible Preference Shares is in the interests of 

the Company and the Shareholders as a whole, and to recommend whether or not the Independent 

Shareholders should approve the Subscription Agreement and the transactions contemplated 

thereunder. First Shanghai Capital Limited has been appointed as the Independent Financial Adviser 

to advise us and you in this regard.

We wish to draw your attention to the letter from the Board set out on pages 4 to 18 of 

the Circular and the letter from the Independent Financial Adviser set out on pages 21 to 50 of 

the Circular which contains its advice to us and the Independent Shareholders in respect of the 

Subscription Agreement and the transactions contemplated thereunder; and the additional information 

set out in the appendices to the Circular.
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Having taking into account, among other things, the principal factors and reasons considered 

by and the recommendation, of the Independent Financial Adviser as stated in its letter of advice, 

we consider that the connected transaction involving the issue of the Convertible Preference Shares 

pursuant to the Subscription Agreement and the transactions contemplated thereunder is not conducted 

in the ordinary and usual course of business of the Group on the basis that it shall be regarded as a 

corporate financing activity, instead of a usual operating activity, of the Group; but the terms thereof 

are favorable to the Company rather than on normal commercial terms, fair and reasonable so far as 

the Company and the Independent Shareholders are concerned and in the interests of the Company 

and the Shareholders as a whole. Accordingly, we recommend the Independent Shareholders to vote in 

favour of the ordinary resolution to be proposed at the EGM to approve the Subscription Agreement 

and the transactions completed thereunder (including the proposed grant of specific mandate to the 

Board to issue the Convertible Preference Shares and the Conversion Shares).

Yours faithfully,

Independent Board Committee

Mr. LAW Tze Lun Mr. LO Woon Bor, Henry Mr. ZHENG Yun
Independent Non-executive Directors
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The following is the full text of a letter received from the Independent Financial Adviser setting 

out its advice to the Independent Board Committee and the Independent Shareholders in relation 

to the connected transaction involving the issue of Convertible Preference Shares pursuant to the 

Subscription Agreement and the transactions contemplated thereunder (the “Proposed Subscription”) 

(including the proposed grant of the Specific Mandate (as defined below)), for the purpose of 

inclusion in the Circular.

19th Floor, Wing On House

71 Des Voeux Road Central

Hong Kong

27 November 2014

To the Independent Board Committee and

 the Independent Shareholders

Gemini Investments (Holdings) Limited

Room 3902, 39th Floor

Tower One, Lippo Centre

No. 89 Queensway

Hong Kong

Dear Sirs,

(1) CONNECTED TRANSACTION INVOLVING THE ISSUE OF CONVERTIBLE 
PREFERENCE SHARES

AND
(2) PROPOSED GRANT OF SPECIFIC MANDATE TO ISSUE 

CONVERTIBLE PREFERENCE SHARES
AND CONVERSION SHARES

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent 

Board Committee and the Independent Shareholders in respect of the Proposed Subscription by the 

Subscriber pursuant to the Subscription Agreement. Details of the Proposed Subscription are set out 

in the “Letter from the Board” contained in the circular dated 27 November 2014 (the “Circular”) to 

the Shareholders, of which this letter forms part. Unless the context otherwise requires, capitalised 

terms used in this letter shall have the same meanings as those defined in the Circular.

On 26 October 2014, the Company entered into the Subscription Agreement with the Subscriber 

(an indirect wholly-owned subsidiary of Sino-Ocean Land), pursuant to which the Company 

has conditionally agreed to issue and the Subscriber has conditionally agreed to subscribe for 

1,300,000,000 Convertible Preference Shares.
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On 24 November 2014, the Company and the Subscriber entered into a supplemental agreement 

to the Subscription Agreement, pursuant to which the terms of the Convertible Preference Shares 

have been amended which allow the Board to elect not to pay any Dividend (as defined below). 

Accordingly, the Convertible Preference Shares shall be classified as equity in accordance with the 

generally accepted accounting principles in Hong Kong. The Board intends to apply a consistent 

dividend payout policy for the Convertible Preference Shares and shall pay such dividend if there are 

sufficient distributable profits and cash. Save for the above, all clauses, agreements, provisions, terms 

and conditions as contained and/or referred to in the Subscription Agreement shall remain in full 

force and effect.

The Subscription Price is HK$3.0 per Convertible Preference Share payable in cash by the 
Subscriber. The total subscription amount of the Convertible Preference Shares is HK$3,900,000,000. 
The estimated net proceeds from the issue of the Convertible Preference Shares (after deducting the 
estimated expenses incidental thereto) is approximately HK$3,899,000,000 and the estimated net price 
per Convertible Preference Share is approximately HK$2.999.

The initial Conversion Price at which Conversion Shares will be issued upon exercise of the 
Conversion Rights attaching to the Convertible Preference Shares is HK$3.0, subject to adjustments. 
For the avoidance of doubt, the Subscriber is not required to pay any additional money upon 
conversion of the Convertible Preference Share(s) to Ordinary Share(s), other than taxes and stamp, 
issue and registration duties (if any) arising on conversion.

No application will be made for the listing of, or permission to deal in, the Convertible 
Preference Shares on the Stock Exchange or any other stock exchange. The Company will apply to 
the Stock Exchange for the listing of, or permission to deal in, the Conversion Shares.

The Company will seek the grant of specific mandate from the Independent Shareholders at the 
EGM to allot and issue the 1,300,000,000 Convertible Preference Shares to the Subscriber and all the 
Conversion Shares issuable to the Converting Shareholders upon full conversion of the Convertible 
Preference Shares (the “Specific Mandate”).

IMPLICATIONS UNDER THE LISTING RULES

The Subscriber is the controlling Shareholder and is indirectly interested in 312,504,625 
Ordinary Shares, representing approximately 69.74% of the issued Ordinary Shares of the Company as 
at the Latest Practicable Date. The Subscriber is therefore a connected person of the Company under 
the Listing Rules. The issue of the Convertible Preference Shares under the Subscription Agreement 
constitutes a connected transaction for the Company under Chapter 14A of the Listing Rules, and is 
subject to the reporting, announcement and independent shareholders’ approval requirements under 
Chapter 14A of the Listing Rules. The Subscriber and its associates will be required to abstain 
from voting in respect of the resolution approving the Subscription Agreement and the transactions 
contemplated thereunder.
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As Mr. Li Ming, a non-executive Director, is a director of Sino-Ocean Land and the Subscriber, 
and Mr. Sum Pui Ying, an executive Director, is a director of the Subscriber, they both were 
considered to have a potential material conflict of interests in the transactions contemplated under 
the Subscription Agreement and had abstained from voting at the Board meeting which approved 
the Subscription Agreement. Save as aforesaid, none of the other Directors had a material interest in 
the transactions contemplated under the Subscription Agreement, and none of them was required to 
abstain from voting on the relevant Board resolutions to approve the Subscription Agreement and the 
transactions contemplated thereunder.

INDEPENDENT BOARD COMMITTEE

An Independent Board Committee, comprising all the independent non-executive Directors, 

namely Mr. LAW Tze Lun, Mr. LO Woon Bor, Henry and Mr. ZHENG Yun, has been established 

by the Board to consider and advise the Independent Shareholders in respect of the fairness and 

reasonableness of the terms of the Subscription Agreement, the proposed grant of the Specific 

Mandate and the transactions contemplated thereunder, and whether the terms of which are in the 

interests of the Company and the Shareholders as a whole.

As the Independent Financial Adviser to the Independent Board Committee and the Independent 

Shareholders relating to the Subscription Agreement, our role is to give an independent opinion to 

the Independent Board Committee and the Independent Shareholders as to (i) whether the Proposed 

Subscription and transactions contemplated under the Subscription Agreement are conducted in the 

ordinary and usual course of business of the Group, on normal commercial terms, in the interests 

of the Company and the Shareholders as a whole, and fair and reasonable so far as the Independent 

Shareholders are concerned; and (ii) how the Independent Shareholders should vote in relation to 

the ordinary resolution to be proposed for approving the Proposed Subscription pursuant to the 

Subscription Agreement (including the proposed grant of the Specific Mandate), and the transactions 

contemplated thereunder at the EGM.

BASIS OF OUR OPINION

In formulating our opinion, we have relied on the information and facts supplied, and the 

opinions expressed, by the Directors and management of the Group and have assumed that they are 

true, accurate and complete and will remain so up to the date of the EGM. We have also sought 

and received confirmation from the Directors that no material facts have been omitted from the 

information supplied and opinions expressed to us. We have no reason to believe that any material 

information has been withheld from us, nor doubt the truth, accuracy or completeness of the 

information provided. We have relied on such information and consider that the information we have 

received is sufficient for us to reach an informed view.

We consider that we have reviewed sufficient information to reach an informed view and 

to justify reliance on the accuracy of the information contained in the Circular and to provide a 

reasonable basis for our advice. We have not conducted any independent investigation into the 

business and affairs of the Group, the Subscriber, nor have we carried out any independent verification 

of the information supplied. We consider that we have obtained all information and documents of the 

Group and the Sino-Ocean Land Group relevant to an assessment of the fairness and reasonableness 
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of the terms of the Proposed Subscription and the transactions contemplated thereunder (including 

the proposed grant of the Specific Mandate); and have reviewed the fairness, reasonableness and 

completeness of any assumptions or projections relevant to the Proposed Subscription. Based on the 

foregoing, we confirm that we have taken the reasonable steps, which are applicable to the Proposed 

Subscription, as referred to and required under Rule 13.80 of the Listing Rules (including the notes 

thereto) in forming our opinion.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion and recommendation with regard to the Proposed Subscription and 

the transactions contemplated thereunder (including the proposed grant of the Specific Mandate), we 

have considered the following principal factors and reasons:

1. Background of the Group

The Company is a company incorporated under the laws of Hong Kong with limited liability, 

the shares of which are listed on the Main Board of the Stock Exchange (Stock Code: 174).

The principal business activity of the Company is investment holding, and the Group is 

principally engaged in property investment, securities investment, fund investment and fund 

management business.

Operating performance

As extracted from the annual report of the Company for the year ended 31 December 

2013 (the “Annual Report”), during the financial year (“FY”) ended 31 December 2013, the 

Group recorded total revenue of approximately HK$186.7 million (2012: HK$50.5 million). 

Such rise in revenue was mainly due to increase in sales of gold bullions and management fee 

income by approximately HK$119.6 million and HK$15.8 million, respectively.

During the FY 2013, the Group recorded a profit attributable to owners of the Company 

of approximately HK$39.2 million (2012: approximately HK$6.6 million). Such significant 

increase in profit attributable to owners of the Company in FY 2013 was mainly as a result of 

the gain on disposal of a wholly-owned subsidiary of the Company of approximately HK$45.7 

million and the share of results of joint ventures of approximately HK$26.7 million, offset by 

the increase in overall staff costs, taking into account of the share-based compensation cost, 

of approximately HK$19.6 million which mainly arose from the amortization of share options 

granted during the FY 2013 and decrease in gain arising from changes in fair value of financial 

instruments held for trading of approximately HK$12.4 million.

As extracted from the interim report of the Company for the six month ended 30 June 

2014 (the “Interim Report”), the Group recorded total revenue of approximately HK$61.7 

million (2013: approximately HK$110.4 million) for the six months ended 30 June 2014, such 

decrease in revenue was mainly as a result of, among other things, decrease in sales of gold 

bullions by approximately HK$51.1 million. During the same period, the Group recorded a loss 

attributable to owners of the Company of approximately HK$18.0 million (2013: a profit of 
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approximately HK$58.2 million). Such loss-making performance was mainly as a result of the 

absence of an one-off gain of approximately HK$45.7 million from the disposal of a subsidiary 

recorded for the corresponding period in the previous FY 2013, decrease in gain from share 

of results of joint ventures of approximately HK$25.3 million, and an increase in finance 

cost of approximately HK$9.8 million during the six months ended 30 June 2014 due to the 

interest expenses arising from the unsecured and subordinated shareholder’s loan amounted to 

HK$1,000 million granted by the controlling Shareholder in August 2013.

Financial position

The Group’s total assets and net asset value as at 30 June 2014 were approximately 

HK$2,051.4 million (31 December 2013: approximately HK$2,121.2 million) and approximately 

HK$508.3 million (31 December 2013: approximately HK$544.6 million), respectively.

As at 30 June 2014, the Group had total interest-bearing borrowings of approximately 

HK$1,494.8 million (31 December 2013: approximately HK$1,549.7 million), which mainly 

consist of long-term bank borrowing of approximately HK$494.8 million and long-term 

unsecured and subordinated shareholder’s loan of HK$1,000 million from the Sino-Ocean 

Land Group. The Group’s gearing ratio, as calculated by total interest-bearing borrowings 

divided by its net asset value, was approximately 294.1% as at 30 June 2014 (31 December 

2013: approximately 284.6%). By netting off the short-term bank deposits and bank balances 

and cash, the Group’s net gearing ratio was approximately 168.1% as at 30 June 2014 (31 

December 2013: approximately 153.2%). Despite of such a high gearing level, the Directors 

have considered that the shareholder’s loan of HK$1,000 million with maturity date in 2023 

and a waiver of interest thereon amounted to approximately HK$23 million for the FY 2014 

was granted by the Sino-Ocean Land Group in August 2013 and May 2014, respectively, as a 

continued support to the Group for implementation of its overall corporate investment strategy.

As at 30 June 2014, the Group had total cash resources (including bank balances and 

cash and short-term bank deposits) of approximately HK$640.4 million (31 December 2013: 

approximately HK$715.3 million) and the current ratio was 15.5 times (31 December 2013: 

1.6 times). Significant increase in current ratio was mainly due to the decrease in short-

term borrowings, as the Group renewed an existing bank loan facility on 23 January 2014 of 

HK$500 million, which was originally repayable within 2014, for a further three-year term.

Business transformation and management resource re-alignment

Pursuant to the corporate strategy of building a stronger foundation for future 

development of the Group in the long run, starting from 2013 and with the strong financial 

support from the Sino-Ocean Land Group by way of a shareholder loan of HK$1,000 million, 

the Group has expanded and realigned its core management and along with strategic priorities 

for focusing on its direct investment in property related business activities from the Mainland 

China to Hong Kong and the overseas markets. Apart from direct holding of investment 

properties, the Group also engages in fund management through jointly managed fund as 

general partner for investing in PRC property projects as part of its corporate development 

strategy. For diversification of investment risks in fund, it may still consider any appropriate 
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opportunities/means for investing in certain property projects in the PRC or other countries 

where investment opportunities arise. The Directors are of the view that such managed fund 

will serve as a convenient platform through which the Group can tap into a larger pool of 

potential value-enhancing property acquisitions through its participation into the fund, as the 

fund has higher fund-raising flexibility by admitting new limited partners such that the Group 

(indirectly through the fund) may take advantages of timely market opportunities. Since then, 

the Group has been actively looking for appropriate investment opportunities in major cities in 

developed countries all over the world and exploring investment in jointly management fund 

that would benefit the Group in terms of earning potential and strategic development in the 

long-term future.

During the FY 2013, the Group has invested in several investments funds with an 

aggregate carrying value of approximately HK$856.2 million as at 31 December 2013, the 

scope of which mainly covered the areas of listed and unlisted securities, derivative contracts, 

foreign exchange and commodities, and real estates and related investments in developed 

countries, primarily in the USA, Europe and Australia, and are well managed by investment 

professionals with experience and expertise in capital market, real estate and private equity.

In January 2014, the Group has further invested in a minority interest in a property 

development project in Melbourne, Australia, for a total consideration of approximately 

HK$97.7 million, which was offered a guaranteed pre-tax return of 8% per annum with low 

investment risk exposure.

In May 2014, the Group acquired 10 residential units in a condominium located in the 

heart of Manhattan’s financial district, New York, the USA, for an aggregate consideration of 

approximately HK$100.6 million, which was expected to generate an annual rental yield of 

approximately 3.1%.

Conclusion

Based on the above scenario, we have noted that the Group had been recording net 

profits for the two FYs ended 31 December 2013, but net losses for the six months ended 30 

June 2014. The Group had a relatively higher gearing position at approximately 294.1% as at 

30 June 2014, but including the shareholder’s loan of HK$1,000 million with maturity date in 

2023 and before netting off the short-term bank deposits and bank balances and cash of the 

Group; while its liquidity position had been sound so far. Since August 2013, the Group has 

been actively looking for appropriate investment opportunities in major cities in developed 

countries all over the world that would benefit the Group in terms of earning potential and 

strategic development in the long-term future.

Prospects and outlook

In light of the unstable economic environment and financial condition all over the world, 

giving that the Group’s portfolio weighs heavily on equity and property market, it has been 

keeping pace with market movement and monitoring and reacting closely and cautiously to the 

trend of capital market. On the other hand, with a view of the recovery trends and reforming 
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policies among major economies of the world which will give rise to increasing valuable 

investment opportunities, the Group has been staying rational and lucid at the same time in 

seeking opportunities by adhering to its value investing strategy to identify and capture more 

sound investment opportunities and stay concentrated on Hong Kong and overseas property 

markets, primarily prime cities, with lower risk exposure to macroeconomic factors.

On the road of accelerating investments with a focus on the Hong Kong and overseas 

property markets, the Group continuously take root in the Hong Kong and overseas property 

markets and target more sound investment opportunities to strengthen its core competencies 

and to contribute sustainable growth and returns for the Group. The Group has also actively 

been exploring possibilities of selected acquisitions and/or other investment opportunities in 

order not to place heavy reliance on its existing business, so as to seek alternative sources of 

revenue from new business(es) to add value to the Shareholders. With the Group’s business 

transformation and management resource re-alignment since FY 2013, the Directors are 

optimistic about its long-term business development and strategy of exploring investment in 

jointly management fund with fruitful return.

In view of the above, we consider that it is prudent for the Group to conduct the 

Proposed Subscription to raise sufficient fund in light of the uncertainties in the volatile 

financial market globally; while the Proposed Subscription will benefit the Group’s long-term 

business growth and development, broaden its equity base and strengthen the financial position 

of the Group. Furthermore, the Proposed Subscription could also better equip the Group with 

strong financial resources to make prompt response to any possible acquisition/investment 

opportunities with reasonable investment cost and satisfactory return which may arise from 

time to time, so as to improve the earning base and business development of the Group in the 

long-term future which will ultimately be beneficial to the Group.

2. Background of the Subscriber

Sino-Ocean Land is a company incorporated under the laws of Hong Kong with limited 

liability, the shares of which are listed on the Main Board of the Stock Exchange (Stock Code: 3377).

The principal business activity of Sino-Ocean Land is investment holding. The Sino-Ocean Land 

Group is one of the leading property developers with developments in key economic regions in the 

PRC and actively accomplishing the Sino-Ocean Land Group’s national strategic plan with a coastal 

and riparian focus. The Sino-Ocean Land Group focuses on developing mid-to-high end residential 

properties, high-end office premises and retail properties.

The Subscriber is a company incorporated in the British Virgin Islands and an indirect wholly-

owned subsidiary of Sino-Ocean Land. The Subscriber is principally engaged in investment holding.
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3. Reasons for and benefits of the Proposed Subscription

As extracted from the “Letter from the Board” of the Circular, the Group’s existing investments 

comprise property-related investments in Hong Kong, Melbourne and New York, securities 

investments in listed equities and fund investments. The Group will continuously take root in the 

property markets and target more sound investment opportunities to strengthen its core competencies 

and to contribute sustainable growth and returns for the Group, with the ultimate goal to maximise 

Shareholders’ value in the medium to long term. The Board considers it appropriate for the Company 

to strengthen its financial capability to meet the future capital needs for its future investments.

The net proceeds from the issue of the Convertible Preference Shares are intended to be 

invested, directly or indirectly, in certain investment opportunities which the Company may identify 

from time to time. On 17 November 2014, the Company announced the entering into of several 

agreements in relation to the investments in a jointly managed fund investing in PRC property 

projects (the “PRC Property Fund”). Currently, the Company is in discussions for the investments 

in a fund management group which is principally engaged in the management of property investment 

funds in the USA and a property investment fund investing in Hong Kong property projects (the 

“Potential Investments”). At present, negotiations on the terms of the Potential Investments are 

still ongoing, no definitive terms have been agreed in respect of the Potential Investments, and the 

Potential Investments may or may not proceed.

The total subscription amount of the Convertible Preference Shares is HK$3,900 million. 

The estimated net proceeds from the issue of the Convertible Preference Shares (after deducting the 

estimated expenses incidental thereto) are approximately HK$3,899 million. The Company intends to 

apply the net proceeds from the issue of the Convertible Preference Shares in the following manner:

(i) approximately HK$1,800 million for the investment in a jointly managed fund investing 

in PRC property projects;

(ii) approximately HK$1,600 million for the investment in a fund management group which 

is principally engaged in the management of property investment funds in the USA;

(iii) approximately HK$300 million for investment in a property investment fund investing in 

Hong Kong property projects; and

(iv) the remaining balance of approximately HK$200 million for other property investment 

opportunities that may arise.

In the event that the Potential Investments do not proceed, the net proceeds allocated for the 

Potential Investments will be applied as future working capital of the Group and for repayment of the 

Group’s existing bank loans, and for other future investments of the Group.

Based on our discussion with the Directors, we understand the reason behind that it is the 

strategic planning of the Sino-Ocean Land Group itself to focus on developing mid-to-high end 

residential properties, high-end office premises and retail properties in the PRC domestic market; 
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while it has also considered to utilize the Group as the principal investment and development arm for 

expanding its business coverage to some overseas countries and engaging in fund management through 

jointly managed fund as general partners for real estates, so as to inject a considerable amount of 

initial investment capital into the Group with relatively lower cost of capital pursuant to the Proposed 

Subscription, which in turn, would ultimately beneficial to the Sino-Ocean Land Group itself in 

the long run given the fact that the Company is its almost 70%-owned subsidiary. In view of such 

consideration, we are of the view that the Proposed Subscription can facilitate the implementation 

of the long-term business development strategy of Sino-Ocean Land Group as a whole, including 

the Group, but is not conducted in the ordinary and usual course of business of the Group on the 

basis that it shall be regarded as a corporate financing activity, instead of a usual operating activity, 

of the Group. Having considered the overall favourable anticipation of the business development of 

the Group by expanding its scale of property project investments in the PRC, Hong Kong and the 

USA indirectly through property investment funds and the harmless financial effects of the Proposed 

Subscription on the Group as discussed in more details below, we concur with the Directors’ view 

that the Proposed Subscription is in the interests of the Company and the Shareholders as a whole, 

notwithstanding that the Company has not yet confirmed to proceed with the Potential Investments as 

at the Latest Practicable Date.

4. Principal terms and conditions of the Subscription Agreement

On 26 October 2014 (as supplemented by a supplemental agreement thereto dated 24 November 

2014), the Company entered into the Subscription Agreement with the Subscriber, pursuant to 

which the Company has conditionally agreed to issue and the Subscriber has conditionally agreed to 

subscribe for 1,300,000,000 Convertible Preference Shares. The principal terms of the Subscription 

Agreement are set out below:—

The Subscription Price

The Subscription Price of HK$3.0 per Convertible Preference Share represents:

Price/
value per

 Ordinary 
Share

 approximately
Premium

 approximately
HK$ %

(i) Closing price per Ordinary Share as quoted on the Stock 

Exchange on 24 October 2014, being the last trading 

day immediately preceding the date of the Subscription 

Agreement (the “Last Trading Day”)

1.63 84.05

(ii) Average of the closing prices of the Ordinary Shares as 

quoted on the Stock Exchange for the last 5 consecutive 

trading days up to and including the Last Trading Day

1.33 125.56
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Price/
value per

 Ordinary 
Share

 approximately
Premium

 approximately
HK$ %

(iii) Average of the closing prices of the Ordinary Shares 

as quoted on the Stock Exchange for the last 30 

consecutive trading days up to and including the Last 

Trading Day

1.18 154.24

(iv) Average of the closing prices of the Ordinary Shares 

as quoted on the Stock Exchange for the last 60 

consecutive trading days up to and including the Last 

Trading Day

1.15 160.87

(v) Closing price per Ordinary Share as quoted on the Stock 

Exchange as at the Latest Practicable Date

1.52 97.37

(vi) Unaudited consolidated net asset value attributable 

to the equity holders of the Company per Ordinary 

Share as at 30 June 2014 (based on the unaudited net 

assets attributable to the Company’s equity holders of 

approximately HK$508,348,000 as at 30 June 2014 and 

445,500,000 Ordinary Shares then in issue as set out in 

the Interim Report)

1.14 163.16

Basis for determination of the Subscription Price

The Subscription Price of HK$3.0 per Convertible Preference Share is payable in cash 

by the Subscriber upon completion of the Subscription Agreement, which was arrived at after 

arm’s length negotiations between the Company and the Subscriber, having considered the 

prevailing market prices of the Ordinary Shares, the Group’s net asset value per Ordinary 

Share, and its long-term business prospects and development.

The total subscription price payable for the Convertible Preference Shares is HK$3,900 

million. If so requested by the Company, the Subscriber shall pay such subscription price for 

the Convertible Preference Shares in the equivalent amount of United States dollars on the 

Completion Date at the benchmark middle exchange rate for the conversion of Hong Kong 

dollars into United States dollars which is posted by Bloomberg as of 11:00 a.m. (Hong Kong 

time) on the two Business Days immediately preceding the Completion Date, or such other 

exchange rate as may be agreed between the Company and the Subscriber in writing.
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In order to assess the fairness and reasonableness of the Subscription Price, we set out 

the following informative analyses for illustrative purpose:

Review on Share price performance

The highest and lowest closing prices and the average daily closing price of the Ordinary 

Shares as quoted on the Stock Exchange in each month during the past almost 12-month period 

commencing from 1 October 2013 up to and including the Last Trading Day (the “Review 
Period”) are shown as follows:

Highest 
closing 

price

Lowest 
closing 

price

Average 
daily 

closing 
price 

Number of 
trading 
days in 

each month
HK$ HK$ HK$

2013
October 1.36 1.26 1.32 21

November 1.56 1.30 1.39 21

December 1.60 1.30 1.46 20

2014
January 1.50 1.38 1.45 21

February 1.52 1.38 1.43 19

March 1.44 1.30 1.38 21

April 1.30 1.02 1.15 20

May 1.09 1.00 1.05 20

June 1.07 0.96 1.01 20

July 1.11 0.89 0.96 22

August 1.25 1.02 1.12 21

September 1.20 1.12 1.16 21

October (up to the Last 

Trading Day) 1.63 1.09 1.20 16

Source: the website of the Stock Exchange
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During the Review Period, the average daily closing price of the Ordinary Shares 

ranged from HK$0.96 to HK$1.46 per Ordinary Share in each month (the “Price Range”). The 

Subscription Price of HK$3.0 per Ordinary Share is hence out of the Price Range and far above 

the maximum average closing price of HK$1.46 per Ordinary Share as recorded in December 

2013. We also noted that although the market price of the Ordinary Shares had been dropping 

since December 2013 to July 2014, the historical market price of the Ordinary Shares fluctuated 

and did not show a persistent upward or downward moving trend throughout the Review 

Period. On 24 May 2014, the Company issued a profit warning to inform the Shareholders and 

potential investors that the Group was expected to record a substantial drop in profit or a net 

loss for the six months ended 30 June 2014 as compared to the unaudited net profit attributable 

to the owners of the Company of approximately HK$58.2 million for the corresponding period 

in 2013. On the Last Trading Day, trading price and volume of the Ordinary Shares suddenly 

up-surged to HK$1.65 and 7,888,000 Ordinary Shares respectively, leading to a temporary 

suspension of trading of the Ordinary Shares on the Stock Exchange and pending release of 

the announcement of the Company to be published on 26 October 2014. Other than that, the 

Directors are not aware of any specific reason(s) which would affect the price movement of the 

Ordinary Shares throughout the Review Period.

Review on historical average daily trading volume of the Ordinary Shares

We have also reviewed the historical trading of the Ordinary Shares during the Review 

Period. The average daily trading volume of the Ordinary Shares, the percentages of average 

daily trading volume of the Ordinary Shares as compared to (i) the total number of issued 

Ordinary Shares and (ii) the total number of Ordinary Shares held in public hands, during the 

Review Period are summarized in the table below:

Average daily
 trading volume

% of average
 daily trading

 volume to the
 total number of

 issued 
Ordinary 

Shares

% of average
 trading volume

 to the total
 number of

 Ordinary 
Shares held in 

public hands
(Note 1) (Note 2)

2013
October 89,190 0.020% 0.067%
November 608,286 0.137% 0.457%

December 822,300 0.185% 0.618%
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Average daily
 trading volume

% of average
 daily trading

 volume to the
 total number of

 issued 
Ordinary 

Shares

% of average
 trading volume

 to the total
 number of

 Ordinary 
Shares held in 

public hands
(Note 1) (Note 2)

2014
January 642,670 0.144% 0.483%

February 122,211 0.027% 0.092%

March 472,095 0.106% 0.355%

April 829,506 0.186% 0.624%
May 285,200 0.064% 0.214%

June 99,100 0.022% 0.075%

July 283,818 0.064% 0.213%

August 271,905 0.061% 0.204%

September 104,857 0.024% 0.079%

October (up to the Last Trading 

Day) (Note 3) 700,625 0.157% 0.527%

Source: the website of the Stock Exchange

Notes:

1. Calculated based on 445,500,000 Ordinary Shares in issue as at the Last Trading Day.

2. Calculated based on 132,995,375 Ordinary Shares held in public hands as at the Last Trading 

Day.

3. Represents trading volume for the period from 1 October 2014 to the Last Trading Day.

During the Review Period, the average daily trading volume of the Ordinary Shares was 

in the range of (i) approximately 0.020% to 0.186% as to the total number of issued Ordinary 

Shares as at the Last Trading Day; and (ii) approximately 0.067% to 0.624% as to the total 

number of Ordinary Shares held in public hands as at the Last Trading Day. In addition, there 

were 30 trading days without trading volume out of the 263 trading days during the Review 

Period. The above statistics showed that the liquidity of the Ordinary Shares was extremely low 

during the Review Period.

Given (i) the recent volatile market condition and adverse economic environment all 

over the world; (ii) the extremely low transaction volume of the Ordinary Shares in the stock 

market; and (iii) the unstable operating performance of the Group’s existing business over the 

past two FYs ended 31 December 2013 and the six months ended 30 June 2014, we consider 

that it would be difficult for the Company to raise such a similar huge size of funding at 

HK$3,900 million by way of issuing new Ordinary Shares to independent placees/subscribers 
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without a relatively deeper discount to the prevailing market price, whilst which may also not 

easily be absorbed by the market when comparing to the much lower market capitalisation of 

the Company at approximately HK$726.2 million as at the Last Trading Day. On such basis, 

we are of the view that the Subscription Price of HK$3.0 per Convertible Preference Share/

Conversion Share, representing a significant premium over the closing prices of the Ordinary 

Shares throughout the Review Period, is favourable to the Company rather than on normal 

commercial terms, fair and reasonable so far as the Independent Shareholders are concerned, in 

the interests of the Company and the Shareholders as a whole.

In order to further assess the fairness and reasonableness of the Subscription Price in 

light of the prevailing market condition, we have also, based on the information available 

from the Stock Exchange’s website, reviewed all the issues of preference shares announced by 

the companies listed on the Main Board or Growth Enterprise Market of the Stock Exchange 

(the “Comparables”) during the period from 1 January 2014 to the Last Trading Day for 

comparison purposes.

Comparison with other convertible preference share issue exercises

Premium over/(discount to)

Company name 
(Stock code)

Date of
 announcement

Size of 
issue

Preferential
 dividend rate

the 
closing price

 of the date 
of the relevant

 agreement

the 5-day
 average 

closing
 price up to

 and including
 the date of 

the agreement
HK$’ million % % %

South China (China) 

Limited (413)

18/2/2014 300.0 Nil 0.0 0.0

Sustainable Forest 

Holdings Limited (723)

27/2/2014 1.7 Nil (98.9) (98.9)

CVM Minerals Limited 

(705)

21/3/2014 90.5 Nil 18.5 17.3

Cosmopolitan 

International Holdings 

Limited (120)

30/4/2014 439.8 Nil (83.6) (83.7)

China Public Procurement 

Limited (1094)

19/5/2014 800.0 Nil 19.4 14.6

Climax International 

Company Limited (439)

29/5/2014 214.7 Nil (76.1) (74.9)
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Premium over/(discount to)

Company name 
(Stock code)

Date of
 announcement

Size of 
issue

Preferential
 dividend rate

the 
closing price

 of the date 
of the relevant

 agreement

the 5-day
 average 

closing
 price up to

 and including
 the date of 

the agreement
HK$’ million % % %

Luxey International 

(Holdings) Limited 

(8041)

6/10/2014 50.0 Nil 6.0 (0.4)

Sustainable Forest 

Holdings Limited (723)

9/10/2014 4.0 Nil (99.6) (99.6)

Bank of China Limited 

(3988)

15/10/2014 49,925.0 6.75 (1.7) (1.7)

Maximum 19.4 17.3
Minimum (99.6) (99.6)
Average (35.1) (36.4)

The Company (174) 3,900.0 1.937 84.1 125.6

Source: the website of the Stock Exchange

As illustrated in the above analysis, the issue prices of the Comparables were set at a 

range from a discount of approximately 99.6% to a premium of approximately 19.4% to/over 

their respective closing prices on the date of the agreement and with an average of a discount 

of approximately 35.1% thereto. Furthermore, the issue prices of the Comparables represent 

a discount ranged from approximately 99.6% to a premium of approximately 17.3% to/over 

their respective 5-day average closing prices up to and including the date of the agreement 

and with an average of a discount of approximately 36.4% thereto. The significant premiums 

of the Subscription Price over (i) the closing price of the Ordinary Shares on the Last Trading 

Day; and (ii) the 5-day average closing price of the Ordinary Shares up to and including the 

Last Trading Day, could outweigh the non-cumulative floating preferential dividend rate of 

1.937% per annum to be initially provided for (subject to changes in the subsequent years) on 

the Convertible Preference Shares when compared to the fact that, except for Bank of China 

Limited offering a fixed dividend rate of 6.75% per annum, most of the Comparables had not 

provided a pre-determined preferential dividend rate for their convertible preferential shares 

issued by them during the period from 1 January 2014 up to the Last Trading Day.
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We note that the principal businesses of the Comparables may not be directly comparable 

to those carried out by the Group and the terms of the convertible preference shares of the 

Comparables may vary for companies with different market capitalisation, scale of operations, 

financial standings, business performance, risk profile, future prospects and other relevant 

criteria. All these factors may affect the terms of the convertible preference shares as indicated 

by the varied range of result in our comparison. Therefore, the above comparison with the 

Comparables is for illustrative purposes only. However, given that the market sentiment at the 

relevant time, in general, constitutes an important factor in the determination of the issue price 

of preference shares (whether convertible or not), we consider that the Comparables could 

provide a general reference for the terms of the Convertible Preference Shares and, in forming 

our opinion, we have considered the results of the above comparison together with all other 

factors stated in this letter as a whole.

Based on our review of the Interim Report, the Group’s average interest rate for bank 

borrowing in an amount of approximately HK$494.8 million as at 30 June 2014 was 2.49% 

per annum; while another borrowing amounted to HK$1,000 million provided by an indirect 

wholly-owned subsidiary of the controlling Shareholder was also interest-bearing at the rate 

of three-month HIBOR plus 1.5% to 3.75% per annum. We also noted that the prevailing HK$ 

prime lending rates currently quoted by commercial banks in Hong Kong are in the range of 

5.0% to 5.25% per annum, and there has been general anticipation for rises in interest rates in 

Hong Kong in the coming years. Based on our understanding from the Directors, the Company 

tentatively considered the Relevant Debt Instrument to be comparable to the debt instrument 

with similar credit rating as the Hong Kong Government at the relevant time as the Company 

may determine at its absolute discretion, such as the 10-year maturity bonds issued by the US 

Government. Based on our independent research from the website of Bloomberg, we noted 

that such US Government 10-year maturity bonds had been quoting an average interest rate 

of approximately 2.588% per annum during the Review Period and a closing interest rate of 

2.269% per annum as at the Last Trading Day, which we consider not to be largely deviated 

from, and therefore basically comparable to, that of the preference dividend rate of 1.937% per 

annum attributable to the Proposed Subscription.

Having considered that (i) the significant premiums of the Subscription Price over the 

recent closing prices of the Ordinary Shares prior to the Last Trading Day and throughout 

the Review Period; (ii) the liquidity of the Ordinary Shares was extremely low throughout 

the Review Period; and (iii) the non-cumulative floating preferential dividend rate initially 

offered for the Convertible Preference Shares at 1.937% per annum (subject to changes in 

the subsequent years) is currently below the average cost of bank borrowings of the Group 

and below the prevailing prime lending rates quoted by commercial banks in Hong Kong, we 

consider that the terms of the Subscription Agreement, including the Subscription Price and the 

non-cumulative floating preferential dividend rate, are favourable to the Company rather than 

on normal commercial terms, fair and reasonable so far as the Independent Shareholders are 

concerned and in the interests of the Group and the Shareholders as a whole.



— 37 —

LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

Condition precedent

Completion of the Subscription Agreement is conditional upon the occurrence of the 

following by no later than 30 June 2015 (or such later date as may be agreed between the 

Company and the Subscriber):—

(a) the passing of an ordinary resolution by the Independent Shareholders who are 

permitted to vote under the Listing Rules at a general meeting of the Company 

approving by way of a poll to approve the Subscription Agreement and the 

transactions contemplated thereunder, including but not limited to the issue of 

the Convertible Preference Shares and the issue of the Conversion Shares upon 

conversion of the relevant Convertible Preference Shares;

(b) the passing of a special resolution by the Shareholders who are permitted to vote 

under the Listing Rules at a general meeting of the Company approving by way 

of a poll to approve the adoption of the New Articles or the amendments to the 

Existing Articles to reflect the terms of the Convertible Preference Shares;

(c) the Listing Committee of the Stock Exchange granting or agreeing to grant the 

listing of, and permission to deal in, all of the Conversion Shares that fall to be 

issued upon conversion of the Convertible Preference Shares; and

(d) all other necessary waivers, consents and approvals (if required) from the relevant 

governmental or regulatory authorities (including Stock Exchange) in Hong Kong, 

with respect to the Company, for the Subscription Agreement and the transactions 

contemplated therein having been obtained and fulfilled.

If the conditions precedent of the Subscription Agreement are not fulfilled by 30 

June 2015 (or such later date as may be agreed between the Company and the Subscriber), 

the Subscription Agreement shall cease to have any force and effect and the Subscriber and 

the Company shall be released from all rights and obligations relating to the Subscription 

Agreement, save for any antecedent breach thereof. As at the Latest Practicable Date, none of 

the above conditions had been fulfilled. The long stop date of the Subscription Agreement is 

set at 30 June 2015 in order to provide flexibility and allow sufficient time for the Company 

to prepare the circular and convene the general meeting. The Company intends to complete 

the issue of the Convertible Preference Shares as soon as practicable in accordance with the 

Subscription Agreement after the passing of the resolutions by the Shareholders at the EGM.

Completion

Completion of the Proposed Subscription shall take place on the fifth Business Day (or 

such other date and time as may be agreed by the Company and the Subscriber) following the 

satisfaction of the conditions precedent of the Subscription Agreement.
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Subscription Shares

The Company will apply to the Stock Exchange for the listing of, or permission to deal 

in, the Conversion Shares.

The Company will seek the grant of Specific Mandate from the Independent Shareholders 

at the EGM to allot and issue the 1,300,000,000 Convertible Preference Shares to the 

Subscriber and all the Conversion Shares issuable to the Converting Shareholders upon full 

conversion of the Convertible Preference Shares.

5. Principal terms and conditions of the Convertible Preference Shares

The principal terms of the Convertible Preference Shares are set out below:—

Conversion Price: The initial conversion price at which each Ordinary Share 

will be issued upon exercise of the Conversion Rights 

attaching to the Convertible Preference Share is HK$3.0.

The Conversion Price will be subject to adjustments for 

sub-division or consolidation of Ordinary Shares or issue 

of new Ordinary Shares pursuant to any bonus issue. 

The Conversation Price applicable to any subsequent 

conversion shall in the case of a sub-division or bonus 

issue be decreased or in the case of a consolidation be 

increased proportionally.

Save as provided above, no adjustment will be made to 

the Conversion Price as a result of any other changes 

to the share capital of the Company including, without 

limitation, any scrip dividend or other distribution, rights 

issue and other issue of shares, option to subscribe for or 

any other securities convertible into Ordinary Shares.

F o r  t h e  a v o i d a n c e  o f  d o u b t ,  t h e  C o n v e r t i n g 

Shareholder(s) is/are not required to pay any additional 

money upon conversion of the Convertible Preference 

Share(s) to Conversion Share(s), other than taxes and 

stamp, issue and registration duties (if any) arising on 

conversion.
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Dividend: Each Convertible Preference Share shall confer on the 

Convertible Preference Shareholder thereof the right 

to receive out of profits of the Company lawfully 

available for distribution and resolved by the Board to 

be distributed a non-cumulative floating preferential 

dividend at the floating rate per annum as ascertained 

below on the Reference Amount (the “Dividend”) pari 

passu with other shares ranking pari passu as regards 

income with the Convertible Preference Shares but 

otherwise in priority to any other class of shares in 

the capital of the Company from time to time in issue 

(including the Ordinary Shares):—

(a) (if applicable) in respect of the period from the 

issue date of the Convertible Preference Shares to 

31 December 2014 (both days inclusive), at the 

rate of 1.937% per annum (which was set with 

reference to the prevailing annualised yield-to-

maturity rate of the 10-year Government Bonds 

issued by the Hong Kong Government);

(b) in respect of the period from 1 January to 30 

June of each year after 31 December 2014 (each 

“First 6-Month Period”), at the rate per annum 

equivalent to the annualised yield-to-maturity rate 

of the 10-year Government Bonds issued by the 

Hong Kong Government (or if such bonds are not 

available at the relevant time, such other similar 

debt instrument with 10-year maturity issued 

by other governmental authority with similar 

credit rating as the Hong Kong Government at 

the relevant time as the Company may determine 

in its absolute discretion) (the “Relevant Debt 
Instrument”) as quoted or posted by Bloomberg 

(or if such rate for the Relevant Debt Instrument 

is not available from Bloomberg at the relevant 

time, such other reputed organisation, entity or 

institution as the Company may determine in its 

absolute discretion (the “Alternative Entity”)) 

as of 11:00 a.m. (Hong Kong time) on the first 

Business Day of the First 6-Month Period; and
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(c) in respect  of the per iod f rom 1 July to 31 

December of each year after 31 December 2014 

(each “Second 6-Month Period”), at the rate 

per annum equivalent to the annualised yield-

to-maturity rate of the Relevant Debt Instrument 

as posted by Bloomberg (or if such rate for the 

Relevant Debt Instrument is not available from 

Bloomberg at the relevant time, the Alternative 

Entity) as of 11:00 a.m. (Hong Kong time) on the 

first Business Day of the Second 6-Month Period.

Save for the above, the Convertible Preference Shares 

shall not entitle the Convertible Preference Shareholders 

thereof to any further or other right of participation in 

the profits of the Company.

The Dividends in respect of a given year (the “Relevant 
Year”) shall be (A) declared and paid only if the 

Company has profits lawfully available for distribution 

(taking account, for this purpose, of any other payments 

or distributions to be made at any time on or in respect 

of any other shares ranking pari passu as regards 

income with the Convertible Preference Shares) to 

justify the payment of the Dividends for the Relevant 

Year, and (B) reduced or extinguished in the following 

circumstances:—

(a) if the audited consolidated net profit after tax of 

the Group for the Relevant Year (the “Audited 
Annual Profit”) is less than the total amount of 

Dividends accrued on the Convertible Preference 

Shares in respect of the Relevant Year, the 

Dividend payable in respect of each Convertible 

Preference Share for the Relevant Year shall be 

reduced proportionally to the extent and intent that 

following such reduction, the aggregate amount of 

the Dividends for all the Convertible Preference 

Shares in respect of the Relevant Year shall be 

equivalent to the amount of the Audited Annual 

Profit (for this purpose, the aforesaid two figures 

shall be deemed equivalent if their difference is 

less than HK$100,000); and
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(b) if the Group records an audited consolidated loss 

(after tax) for the Relevant Year, no Dividend in 

respect of the Convertible Preference Shares for 

the Relevant Year shall be declared and paid by 

the Company.

In the event that no Dividends are paid in a Relevant 

Year or the amount of the Dividends for a Relevant 

Year are reduced or extinguished as provided above, the 

Dividends not paid and/or the amount of the Dividends 

so reduced shall be extinguished and not be carried 

forward.

Notwithstanding any of the above provisions, the 

Board may elect not to pay any Dividend in respect 

of any Relevant Year regardless of whether or not (a) 

the Company has sufficient distributable profits to 

cover the Dividend in respect of such Relevant Year 

or otherwise; or (b) the Audited Annual Profit is more 

than the total amount of Dividends accrued on the 

Convertible Preference Shares in respect of the Relevant 

Year. In determining whether the Company should 

pay the Dividend, the Board would take into account, 

among other things, the Group’s profitability, cash flow 

requirement and available cash resources (including bank 

balances and cash and short-term bank deposits), having 

regard to the support provided by Sino-Ocean Land to 

the Group. In the event that the Company elects not to 

pay the Dividends in respect of any Relevant Year, the 

Dividends not paid in respect of the Relevant Year shall 

be extinguished and not be carried forward.

Conversion Rights: Subject to the restrictions on conversion as provided 

below, any Convertible Preference Shareholder may 

exercise the Conversion Right in respect of all or 

part (any conversion in part being in amounts of or 

integral multiples of 500,000 Convertible Preference 

Shares, and the aggregate Reference Amount of the 

relevant Convertible Preference Shares be not less than 

HK$1,500,000) of the Convertible Preference Shares at 

any time commencing from 3:00 p.m. (Hong Kong time) 

on the first Business Day immediately after the end of a 

period of 5 years commencing from the issue date of the 

Convertible Preference Shares.
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No conversion of the Convertible Preference Shares is 

allowed during the 5-year period commencing from the 

issue date of the Convertible Preference Shares.

Number of Conversion Shares 
 to be issued:

The number of Conversion Shares to be issued on each 

conversion shall be determined by dividing the aggregate 

Reference Amount of the Conver t ib le Preference 

Share(s) which is/are to be converted pursuant to a 

conversion notice by the Conversion Price applicable 

on the Conversion Date, provided that no fraction of an 

Ordinary Share arising on conversion shall be allotted.

Based on the initial conversion price of HK$3.0, each 

Convertible Preference Share can be converted into 

one Conversion Share, and so a total of 1,300,000,000 

Conversion Shares are issuable upon full conversion of 

the Convertible Preference Shares, representing:

• approximately 290.11% of Company’s issued 

Ordinary Shares as at the Latest Practicable Date; 

and

• approximately 74.37% of the Company’s issued 

Ordinary Shares as enlarged by the allotment 

and issue of the Conversion Shares upon full 

conversion of the Convertible Preference Shares 

(assuming that there are no other changes in the 

issued share capital of the Company).

Restrictions on conversion: No conversion shall take place if:

(a) to the extent that following such exercise of the 

Conversion Rights, it will trigger a mandatory 

offer obligation under Rule 26 of the Takeovers 

Code on the part of the Convertible Preference 

Shareholder exercising such Conversion Rights and 

parties acting in concert with it in relation to the 

securities of the Company; or

(b) if immediately after such conversion, the public 

float of the Ordinary Shares falls below the 

minimum public float requirements stipulated 

under the Listing Rules or as required by the Stock 

Exchange.
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Ordinary Shares issued 
 on conversion:

The relevant Conversion Shares shall be credited as fully 

paid and rank pari passu in all respects with the Ordinary 

Shares then in issue save that they shall not entitle the 

holders to any dividend or other distribution declared, 

paid or made upon the Ordinary Shares prior to the 

relevant date (the “Entry Date”) on which the register of 

members of the Company is updated for such conversion, 

and provided that where a record date for any dividend 

or distribution made in relation to the Ordinary Shares 

is after the Entry Date but such record date is in respect 

of any distribution in respect of any financial period of 

the Company ended prior to such Entry Date, the holders 

of such Conversion Shares will not be entitled to such 

distribution.

Capital: On a return of capital on liquidation or otherwise (but 

not on conversion) the Convertible Preference Shares 

shall confer on the Convertible Preference Shareholders 

the right to be paid, in priority to any return of assets 

in respect of any other class of shares in the capital 

of the Company, pari passu as between themselves, an 

amount equal to the aggregate Reference Amount of 

the Convertible Preference Shares plus any accrued but 

unpaid Dividends. The Convertible Preference Shares 

shall not confer on the holders thereof any further or 

other right to participate in the assets of the Company.

Non-redemption: All Convertible Preference Shares are non-redeemable 

by the Company and the Conver t ib le  Preference 

Shareholders shall have no right to request the Company 

to redeem any of the Convertible Preference Shares.

Voting: Convertible Preference Shareholders (in their capacity as 

such) will not be permitted to attend or vote at meetings 

of the Company, unless a resolution is proposed to vary 

the rights of the Convertible Preference Shareholders 

or a resolution is proposed for the winding up of the 

Company.

Listing: No application will be made for the listing of, or 

permission to deal in, the Convertible Preference Shares 

on the Stock Exchange or any other stock exchange.
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Transferability: All Convertible Preference Shares are transferable, except 

where any Convertible Preference Share is intended to 

be transferred to a connected person of the Company 

(other than the associate of the transferring Convertible 

Preference Shareholder), such transfer shall comply 

with the requirements under the Listing Rules and/or 

requirements imposed by the Stock Exchange (if any).

Undertaking by the Company: Withou t  the  p r io r  consen t  f rom the  Conver t ib le 

Preference Shareholders, the Company shall not, at any 

time during the period of five years commencing from 

the issue date of the Convertible Preference Shares, issue 

or agree to issue any new Ordinary Shares, whether 

for cash or for acquiring assets, at a price per Ordinary 

Share which is less than the then consolidated net asset 

value of the Company attributable to each Ordinary 

Share, which, for this purpose, shall be ascertained by 

dividing (AA) the consolidated net asset value of the 

Company as of the date (the “Relevant Date”) to which 

the latest published consolidated financial statements of 

the Company (whether annual, interim or otherwise) were 

then made up, by (BB) the total number of the Ordinary 

Shares in issue on the Relevant Date, provided that the 

above restriction shall not apply to:

(a) an issue of Ordinary Shares upon the exercise of 

the Conversion Rights to convert the Convertible 

Preference Shares into Ordinary Shares; or

(b) a grant of share options, or an issue of new 

Ordinary Shares upon exercise of share options 

granted, under any share option scheme of the 

Company adopted for the benefits of the employees 

of the Group.

We have reviewed the above major terms of the Subscription Agreement, in particular of, the 

Conversion Rights, restrictions on conversion, ranking, non-redemption, voting, listing, transferability 

and undertaking by the Company, which we consider to be normal for convertible preference shares 

of similar kind, and are not aware of any terms which are unusual.
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In respect of the particular conditions governing the payment of the Dividend in the future, the 

Group should have recorded sufficient level of net profit to pay such Dividend in the Relevant Year, 

but the Board may still elect not to pay any Dividend in a Relevant Year notwithstanding any of 

the above provisions. If the Group would incur an audited consolidated net loss in a Relevant Year, 

no such Dividend shall be declared and paid by the Company. In the event that no such Dividends 

are paid in a Relevant Year or the amount of the Dividends for a Relevant Year are reduced or 

extinguished as provided above, the Dividends not paid and/or the amount of the Dividends so 

reduced shall be extinguished and not be carried forward. On such basis, we consider that there shall 

be sound mechanism protecting the Group’s financial position not be deteriorated by the only reason 

of payment of such Dividends.

Based on the above scenario, we are of the view that the terms of the Subscription Agreement 

are favourable to the Company rather than on normal commercial terms, and fair and reasonable 

so far as the Independent Shareholders are concerned, and in the interests of the Company and the 

Shareholders as a whole.

6. Alternative means of financing available to the Group

As referred to in the “Letter from the Board” of the Circular and further confirmed by the 

Directors, the Company did not conduct any equity fund raising activities in the past 12 months 

immediately before the Latest Practicable Date.

Other than the issue of the Convertible Preference Shares, the Board has considered other 

alternative means to raise funding for investment in the PRC Property Fund and the aforementioned 

Potential Investments. In respect of pre-emptive fund raising (such as rights issue and open offer), 

such pre-emptive fund raising methods are usually required to be conducted on a fully underwritten 

basis and it may not be possible for the Company to procure underwriters for such fund raising 

activities on acceptable terms under the prevailing market conditions. Further, pre-emptive issues 

usually involve payment of underwriting commission, which will result in the Company incurring 

a higher cost than the issue of the Convertible Preference Shares. Having considered that the 

Convertible Preference Shares to be issued by the Company is of equity in nature, the issue of 

which will not adversely affect the Group’s gearing position, and the cost of funding associated 

with the issue of the Convertible Preference Shares is relatively low compared with other means, 

the Board is of the view that the issue of the Convertible Preference Shares is the most appropriate 

way to raise funding for investment in the PRC Property Fund and the Potential Investments in the 

current market conditions. The Board considers that the issue of the Convertible Preference Shares 

will strengthen the financial position of the Group, which could consequently lower the cost of 

funding associated with debt financing for any future investment opportunities. The Board had also 

considered issuing the Convertible Preference Shares to other independent third parties before, but 

after taking into account various factors, such as the prevailing market condition and the Company’s 

own financial background, the Board had decided to directly issue the Convertible Preference 

Shares to the Subscriber only on the grounds that (i) the public market would not be able to absorb 

such a huge fund-raising size which was several times over the current market capitalisation of the 

Company; and (ii) in order to allow the public market to absorb such a huge fund-raising size, the 

Convertible Preference Shares may be required to issue to a number of subscribers, and it would be 

cost-burdensome for the Company to incur considerable administration costs which may outweigh 
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the benefits of obtaining a much smaller size of financing from a number of independent subscribers, 

and hence not in line with the interests of the Company and the Shareholders as a whole. The Board 

also believes that the issue of the Convertible Preference Shares to the Subscriber demonstrates the 

support of Sino-Ocean Land to the Company and conveys a positive message to the market. Based on 

the above, the Directors consider that the terms of the Subscription Agreement are fair and reasonable 

and on normal commercial terms, and the issue of the Convertible Preference Shares is in the interests 

of the Company and the Shareholders as a whole.

We were also advised by the Directors their consideration that the ability of the Group to 

obtain bank borrowings usually depends on the Group’s profitability, financial position and the 

then prevailing market condition, such alternative may be subject to lengthy due diligence and 

negotiations with the banks. Based on the Interim Report, the Group had interest-bearing borrowings 

of approximately HK$1,494.8 million as at 30 June 2014, representing a very high gearing ratio (being 

calculated as the interest-bearing borrowings to be divided by the net asset value of the Group) of 

approximately 294.1% thereof (including the shareholder’s loan of HK$1,000 million with maturity 

date in 2023 and before netting off the short-term bank deposits and bank balances and cash of the 

Group). Since debt financing will further uplift the gearing position of, and would usually incur much 

higher interest burden on, the Group, we concur with the Directors’ consideration of debt financing to 

be relatively unfavourable, uncertain and time-consuming when compared to equity financing, such as 

the issue of new Convertible Preference Shares, for the Group to obtain additional funding.

With regard to other ways of equity financing, the Directors advised us that although both open 

offer and rights issue would allow Shareholders to maintain their respective pro-rata shareholdings in 

the Company and at the same time strengthening the capital base of the Company, such fund raising 

exercises require the Company to procure commercial underwriting, and hence would be relatively 

more time-consuming and cost-ineffective as compared with any placing and/or subscription of new 

Shares, particularly the Convertible Preference Shares. Given that any investment opportunities which 

may require significant amount of capital may arise at any time, the Directors are of the opinion 

that the Proposed Subscription as a relatively more timely source of funding to the Group is a more 

preferable method of fund raising for the Group.

Having considered (i) the reasons for and possible benefits of the Proposed Subscription to the 

Company; (ii) the prevailing volatile market condition in the stock market; (iii) that the relatively 

larger fund raising size of HK$3,900 million may not easily be absorbed by the market when 

comparing to the much lower market capitalisation of the Company at approximately HK$726.2 

million as at the Last Trading Day; and (iv) that the Proposed Subscription is a cost-effective, less 

time-consuming and rather appropriate financing alternative currently available to the Group, we 

concur with the Directors’ view that the Proposed Subscription is in the interests of the Company and 

the Shareholders as a whole.

Having considered that:

• the Proposed Subscription is a commercial decision of the Company and the Subscription 

Price was agreed after arm’s length negotiations between the parties involved, having 

considered the long-term business prospects and development of the Group;
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• the Subscription Price represents a significant premium over the closing prices of the 

Ordinary Shares throughout the Review Period and the unaudited consolidated net asset 

value per Ordinary Share as at 30 June 2014; and

• it is anticipated that there will be a significant improvement in total net asset value of 

the Group as well as the net asset value per Ordinary Share therefrom in the long-term 

future without requiring the Independent Shareholders to pay any consideration to the 

Company,

we are of the view that the Proposed Subscription is in the interests of the Company and the 

Shareholders as a whole, and fair and reasonable so far the Independent Shareholders are concerned.

7. Financial effects of the Proposed Subscription on the Group

Earnings

There will be no immediate direct and material impact on earnings of the Group upon 

completion of the Proposed Subscription.

However, since the Convertible Preference Shares initially offer a non-cumulative 

floating preferential dividend rate of 1.937% per annum (subject to changes in the subsequent 

years), the Company would have to incur preferential dividend payment of approximately 

HK$75.5 million for a full FY after net profits in the coming years, but prior to any distribution 

to the Shareholders holding the Ordinary Shares, and provided that the Group will have 

recorded sufficient level of net profit to pay such preferential dividend in the Relevant Year 

and the Board elects to pay so. If the Group would incur an audited consolidated net loss in a 

Relevant Year, no such preferential dividend shall be declared and paid by the Company.

Nevertheless, the Directors consider that the Proposed Subscription could better equip 

the Group with strong financial resources to make prompt response to any possible acquisition/

investment opportunities which may arise from time to time, so as to improve the earning base 

of the Group in the long-term future, but the quantification of such impact will depend on the 

future operating performance of the Group thereafter.

Working capital

As mentioned in the “Letter form the Board” of the Circular, the Directors currently 

anticipate that the Company would receive net proceeds from the Proposed Subscription of 

approximately HK$3,899 million, which will be mainly used for financing the consideration 

payable for investment in the PRC Property Fund and certain Potential Investments that are 

currently under negotiations on the terms thereof. In event of those investment in the PRC 

Property Fund and Potential Investments do not proceed, the net proceeds originally allocated 

therefor will be applied as working capital of the Group, for repayment of the Group’s existing 

bank loans, and for other future investments of the Group. As such, the working capital 

position of the Group is expected to be enhanced immediately after completion of the Proposed 

Subscription.
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Gearing position

Based on the 2014 Interim Report, the Group had interest-bearing borrowings of 

approximately HK$1,494.8 million as at 30 June 2014, representing a relatively high gearing 

ratio (i.e. being calculated as the aggregate interest-bearing borrowings to be divided by the 

net asset value of the Group) of approximately 294.1% thereof (including the shareholder’s 

loan of HK$1,000 million with maturity date in 2023 and before netting off the short-

term bank deposits and bank balances and cash of the Group). The Directors expect that the 

Group’s capital base would be enhanced while its gearing level would be improved following 

completion of the Proposed Subscription, particularly in event of those Potential Investments 

do not proceed, the net proceeds may then be applied for repayment of the Group’s existing 

bank loans.

Net asset value

According to the Interim Report, the Group had unaudited consolidated net asset value of 

approximately HK$508.3 million as at 30 June 2014, representing a net asset value per Ordinary 

Share of approximately HK$1.14. The Subscription Price of HK$3.0 per Subscription Share 

represents a significant premium of approximately 163.2% over the unaudited consolidated net 

asset value per Ordinary Share of approximately HK$1.14 as at 30 June 2014. Upon completion 

of the Proposed Subscription and the issue and allotment of the Convertible Preference Shares 

and exercise in full of the Conversion Rights attaching to the Convertible Preference Shares, 

it is estimated that the total net asset value of the Group and the net asset value per Ordinary 

Share would, theoretically, increase to approximately HK$4,407.3 million and HK$2.52, 

respectively. According to the terms of the Proposed Subscription, the Convertible Preference 

Shares (i) will not be redeemable and mature on a particular pre-determined expiry date; and 

(ii) shall be treated as equity of the Company rather than long-term liability at its consolidated 

statement of financial position, it therefore will increase the total net asset value (i.e. total 

equity) of the Group immediately as a result of the Proposed Subscription irrespective of the 

timing of the Convertible Preference Shares to be converted into the Ordinary Shares. The net 

asset value per Ordinary Share will also increase upon the Convertible Preference Shares to be 

converted into the Ordinary Shares in the longer-term future.
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8. Dilution effect on the shareholding interests of the existing Shareholders

For illustrative purpose only, set out below is the shareholding structure of the Company (i) as 

at the Latest Practicable Date; and (ii) immediately after the allotment and issue of the Conversion 

Shares upon full conversion of all the Convertible Preference Shares (assuming there are no other 

changes in the issued share capital of the Company and disregarding the restriction on conversion of 

the Convertible Preference Shares in relation to the public float of the Ordinary Shares):

Name of Shareholders
As at the 

Latest  Practicable Date 

Immediately after full 
conversion of all Convertible 

Preference Shares (Note 2)

Number of

 Ordinary 

Shares

Approximate 

%

Number of

 Ordinary 

Shares

Approximate 

%

The Subscriber (Note 1) 312,504,625 69.74 1,612,504,625 92.24

Public Shareholders 135,595,375 30.26 135,595,375 7.76

Total 448,100,000 100.00 1,748,100,000 100.00

Notes:

1. The 312,504,625 Ordinary Shares were beneficially owned by the Subscriber.

2. The above calculation only illustrates the maximum potential impact on the shareholding structure of 

the Company arising from a full conversion of the Convertible Preference Shares. Based on the current 

shareholding structure of the Company, a full conversion of the Convertible Preference Shares is 

currently not permissible under the terms of the Convertible Preference Shares which contain, among 

others, a restriction on conversion of the Convertible Preference Shares if such conversion will result in 

the public float of the Ordinary Shares falling below the minimum public float requirements stipulated 

under the Listing Rules.

As shown in the above table, the shareholding of public Shareholders will be diluted from 

approximately 30.26% of the existing issued share capital of the Company as at the Latest Practicable 

Date, to approximately 7.76% of the enlarged issued share capital of the Company immediately after 

the completion of the Proposed Subscription and the issue and allotment of the Convertible Preference 

Shares and exercise in full of the Conversion Rights attaching to the Convertible Preference 

Shares. However, the Directors do not anticipate the maximum dilution scenario of the existing 

shareholding that will emerge in the coming short period of time, because (i) no conversion of the 

Convertible Preference Shares is allowed during the 5-year period commencing from the issue date 

of the Convertible Preference Shares; and (ii) there is a restriction on conversion of the Convertible 

Preference Shares if such conversion will result in the public float of the Ordinary Shares falling 

below the minimum public float requirements of 25% stipulated under the Listing Rules.
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Although the Proposed Subscription would have a material dilution effect on the shareholding 

interests of the existing public Shareholders in case the Conversion Rights attaching to the 

Convertible Preference Shares is fully exercised, having taken into account the benefits of the 

Proposed Subscription as mentioned in the above, particularly the anticipated significant increase in 

net asset value per Ordinary Share following such full conversion, which could conversely increase 

the public Shareholders’ interests in the enlarged issued share capital of the Company, we consider 

that such dilution effect is acceptable, or even favourable, to them and commercially justifiable.

RECOMMENDATION

Having considered the reasons for and benefits of the Proposed Subscription, we are of the 

view that the Proposed Subscription is not conducted in the ordinary and usual course of business 

of the Group on the basis that it shall be regarded as a corporate financing activity, instead of a 

usual operating activity, of the Group; but the terms thereof are favourable to the Company rather 

than on normal commercial terms, fair and reasonable so far as the Company and the Independent 

Shareholders are concerned and in the interests of the Company and the Shareholders as a 

whole. Accordingly, we advise the Independent Board Committee to recommend the Independent 

Shareholders to vote in favour of the ordinary resolution for approving the Proposed Subscription and 

the transactions contemplated thereunder (including the proposed grant of the Specific Mandate) and 

the entering into of the Subscription Agreement with the Subscriber at the EGM.

Yours faithfully,

For and on behalf of

First Shanghai Capital Limited
Eric Lee Fanny Lee

Managing Director Managing Director

Note:

Mr. Eric Lee and Ms. Fanny Lee have been responsible officers of Type 6 (advising on corporate finance) regulated 

activity under the SFO since 2006. Both of them have participated in the provision of independent financial advisory 

services for various connected transactions involving companies listed in Hong Kong.
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APPENDIX I SUMMARY OF MAJOR CHANGES INTRODUCED 
BY THE NEW ARTICLES

This appendix contains a summary of the major areas of amendments which will be 

incorporated into the New Articles proposed to be adopted by the Company to replace the Existing 

Articles.

I. AMENDMENTS TO INCORPORATE THE TERMS OF THE CONVERTIBLE 
PREFERENCE SHARES IN THE NEW ARTICLES

A new Article 5A has been added to the New Articles which specifically sets out the rights 

and restrictions of the Convertible Preference Shares, which include the rights to dividend, capital 

and voting, the terms (including restrictions) of conversion of the Convertible Preference Shares, 

the Conversion Price and adjustments to the Conversion Price, procedures for conversion of the 

Convertible Preference Shares, restrictions on transfer of the Convertible Preference Shares, non-

redemption of the Convertible Preference Shares, and undertaking by the Company relating to issue 

of new Ordinary Shares.

II. A M E N D M E N T S T O I N C O R P O R A T E C H A N G E S U N D E R T H E C O M P A N I E S 
ORDINANCE

The New Articles is based on the Existing Articles with changes primarily to be made to 

incorporate changes under the Companies Ordinance. The key areas of such changes are as follows:

(a) Abolition of memorandum of association

Under the Companies Ordinance, the requirement for a Hong Kong company to 

have a memorandum of association is abolished. The New Articles shall become the single 

constitutional document of the Company. As there is no longer the need for Hong Kong 

companies to have an object clause to define the scope of corporate capacity and in line with 

the Companies Ordinance, the object clause in the memorandum of association of the Company 

will be deleted and will not be retained in the New Articles.

Certain consequential amendments are incorporated into the New Articles as a result 

of the abolition of the existing memorandum of association of the Company, including the 

migration of relevant provisions into the New Articles to state the Company’s name and the 

limited liability of members.

(b) No par regime for share capital

The Companies Ordinance has adopted a mandatory system of no par for all Hong Kong 

incorporated companies having a share capital, and therefore retires the concept of par value 

for all shares.

As a result of the adoption of the no par regime, the New Articles has removed 

references to par or nominal value of shares and modified the provisions concerning the 

alteration of share capital.
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(c) References to authorised share capital, share premium, share premium account and 
capital redemption reserve becoming redundant

Adoption of the no par regime also leads to the following changes being incorporated 

into the New Articles: (i) removal of references to authorised share capital; (ii) removal of 

references to share premium and share premium account as shares are no longer issued at a 

premium to par value; and (iii) removal of references to capital redemption reserve as shares no 

longer have par value and therefore no transfer is made to a capital redemption reserve when 

shares are redeemed or bought back by the Company.

(d) Repeal of power to issue stock, bearer warrants and to convert shares into stock

The Companies Ordinance has repealed the powers of a company to issue stock, bearer 

warrants and to convert shares into stock. Accordingly, articles or references relating to such 

powers have been removed.

(e) Request for a statement of reasons for the refusal to register transfer of shares

In compliance with the new requirement under the Companies Ordinance, the New 

Articles provide that the Company shall provide a statement of reasons for refusal of 

registration of a transfer of shares within 28 days, if required by the transferor or the transferee 

of the shares.

(f) Notice periods for holding general meetings

Under the Companies Ordinance, the minimum notice period for convening a general 

meeting (other than an annual general meeting), whether for passing ordinary resolution(s) or 

special resolutions(s), has been changed from 21 days to 14 days. Accordingly these changes 

have been reflected in the New Articles.

(g) Multiple locations for holding general meetings

As permitted by the Companies Ordinance, the New Articles allow the Company to hold 

general meetings in more than one location using any technology that enables the members who 

are not together at the same place to listen, speak and vote at the meetings.

(h) Special business in general meetings

The Companies Ordinance has abolished the distinction between general business and 

special business in a general meeting. As such concept is no longer found in the Companies 

Ordinance, the New Articles has removed the relevant references for the sake of consistency 

with the requirements of the Companies Ordinance.
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(i) Poll

Under the Companies Ordinance, the threshold for demanding a poll has been lowered 

from 10% to 5% of the total voting rights of all members having the right to vote at a general 

meeting. These changes have been reflected in the New Articles.

To align with the duty of the chairman of a meeting to demand a poll under the 

Companies Ordinance, provisions have been included in the New Articles to require the 

chairman of the meeting to demand a poll if the chairman of the meeting, before or on the 

declaration of the result on a show of hands, knows from the proxies received by the Company 

that the result on a show of hands will be different from that on a poll.

(j) Timing for deposit of proxy

For the purpose of complying with the Companies Ordinance, provisions have been 

added in the New Articles that the instrument appointing a proxy and power of attorney or 

other authority shall be received by the Company (i) for a general meeting or adjourned general 

meeting, not less than 48 hours before the time appointed for holding the meeting or adjourned 

meeting; and (ii) for a poll taken more than 48 hours after it was demanded, not less than 

24 hours before the time appointed for taking the poll and that any public holiday shall be 

excluded from being counted towards the time for depositing proxy.

(k) Appointment of proxy by electronic means

Under the Companies Ordinance, so long as a company has provided an electronic 

address in the instrument of proxy issued by a company, a shareholder may send an instrument 

appointing a proxy to the company through electronic means. The Company has incorporated 

provisions in the New Articles to allow members to send instruments of proxy to the Company 

by electronic means.

(l) Validity of the vote given by proxy

The New Articles include a provision that a vote given by proxy shall be valid 

notwithstanding the previous death or mental incapacity of the principal or revocation of the 

proxy or power of attorney or other authority under which the proxy was executed, provided 

that no intimation in writing of such death, mental incapacity or revocation shall have been 

received by the Company at its registered office, (i) at least 48 hours before the time fixed for 

holding the meeting or adjourned meeting or (ii) in the case of a poll taken more than 48 hours 

after it was demanded, at least 24 hours before the time appointed for the taking of the poll.
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(m) Scope of Directors’ disclosure of interests

The Companies Ordinance has widened the scope of the requirement for declaration of 

a Director’s interest by requiring a Director to declare the nature and extent of the interest of 

himself and his connected entities and the direct or indirect interest in any transaction, contract 

or arrangement of himself and his connected entities and to specify the timing and procedures 

of declaration of such interests by a Director in accordance with the Companies Ordinance. 

These changes have been reflected in the New Articles.

(n) Execution of documents under seal

Under the Companies Ordinance, the keeping and use of the common seal of a company 

has become optional. The New Articles has included provisions to allow the Company to 

execute a document as a deed without using its common seal as permitted under the Companies 

Ordinance.

(o) Notice and/or documents to be sent by electronic means or other means

The New Articles allow notice of Directors’ meetings to be sent to a Director by 

electronic means or by making the same available on a website, subject to the consent of such 

Director.

The New Articles also allow the Company to send notices and/or documents to members 

through electronic means or display on the Company’s website.

III. AMENDMENTS TO INCORPORATE OTHER ANCILLARY CHANGES

The New Articles has incorporated other consequential changes which result from the above 

changes and ancillary changes, which includes allowing (i) a written board resolution of the Company 

to be validly passed if it is signed by all Directors except those Directors who are temporarily unable 

to act through ill-health or disability, (ii) members of the Board committees to pass resolutions 

in writing by signing the resolutions, (iii) the Board to appoint attorney by instrument executed 

as a deed without using the seal of the Company, and (iv) the Company to purchase and maintain 

insurance for any Director or other officers of the Company in relation to their liabilities to the 

Company or an associated company (as defined in the Companies Ordinance) of the Company, subject 

to the provisions of and so far as may be permitted by the Companies Ordinance, for the sake of 

keeping the New Articles more in line with the practice of the Company.

Certain amendments to the Existing Articles includes revising or adding certain terms, 

expressions or provisions in the New Articles in line with the Companies Ordinance or the Listing 

Rules, using defined terms as appropriate, expressly stating certain provisions to be subject to or in 

compliance of the Companies Ordinance or the Listing Rules, correcting certain typographical errors, 

and fine-tuning the Existing Articles.
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1. 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 not misleading or deceptive, and there are no other matters the omission 

of which would make any statement herein or this circular misleading.

2. DIRECTORS’ INTERESTS IN SECURITIES

As at the Latest Practicable Date, the interests and short positions of the Directors and the 

chief executive of the Company in the shares or underlying shares and debentures of the Company 

and its associated corporations (within the meaning of Part XV of the SFO) which were required 

(i) to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV 

of the SFO (including interests and short positions in which he was taken or deemed to have under 

such provisions of the SFO); (ii) pursuant to section 352 of the SFO, to be entered in the register 

maintained by the Company referred to therein; or (iii) pursuant to the Model Code for Securities 

Transactions by Directors of Listed Issuers contained in Appendix 10 to the Listing Rules, to be 

notified to the Company and the Stock Exchange were as follows:

Long position in the underlying shares of equity derivatives of the Company

Under the share option scheme of the Company dated 23 June 2011, share options were 

granted to the following Directors which entitled them to subscribe for the Ordinary Shares. 

Accordingly, they were regarded as interested in the underlying Ordinary Shares. Details of the 

share options of the Company held by them as at the Latest Practicable Date were as follow:

Name of 
Directors Capacity Date of grant Exercise period

Number of 
Ordinary Shares 

over which 
options are 

exercisable as 
at the Latest 

Practicable Date 

Exercise price 
per Ordinary 

Share
HK$

Approximate 
percentage of 

interest in the 
issued share 

capital of the 
Company as 
at the Latest 

Practicable 
Date

LI Ming Beneficial 
Owner

9 August 2013 9 August 2013 — 
22 June 2021

4,000,000 (L) 0.96 0.893%

SUM Pui Ying Beneficial 
Owner

26 August 2011

9 August 2013

26 August 2011 — 
22 June 2021

9 August 2013 — 
22 June 2021

2,000,000 (L)

16,000,000(L)
(Note 1)

Total:
18,000,000 (L)

1.40

0.96

0.446%

3.571%

4.017%
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Name of 
Directors Capacity Date of grant Exercise period

Number of 
Ordinary Shares 

over which 
options are 

exercisable as 
at the Latest 

Practicable Date 

Exercise price 
per Ordinary 

Share
HK$

Approximate 
percentage of 

interest in the 
issued share 

capital of the 
Company as 
at the Latest 

Practicable 
Date

LI Zhenyu Beneficial 
Owner

26 August 2011

9 August 2013

26 August 2011 — 
22 June 2021

9 August 2013 — 
22 June 2021

4,000,000 (L)

3,000,000 (L)

Total:
7,000,000 (L)

1.40

0.96

0.893%

0.669%

1.562%

LI Hongbo Beneficial 
Owner

9 August 2013 9 August 2013 — 
22 June 2021

2,000,000 (L) 0.96 0.446%

LAI Kwok Hung, 
Alex

Beneficial 
Owner

9 August 2013 9 August 2013 — 
22 June 2021

3,000,000 (L) 0.96 0.669%

Notes:

1. These share options were granted to Mr. Sum Pui Ying pursuant to the terms of the Service 

Contract (as defined in the paragraph headed “Directors’ service contracts” in this appendix). 

Share options granted to Mr. Sum Pui Ying to subscribe for a total of 4,000,000 Ordinary Shares 

had already been vested following the approval of the Service Contract by the Shareholders on 

16 September 2013. The share options to subscribe for the remaining 12,000,000 Ordinary Shares 

(the “Remaining Options”) shall be vested on the basis that one third of the Remaining Options 

will be vested on the first, second and third anniversaries of 9 August 2013 (being the date of 

commencement of the term of the Service Contract), such that the Remaining Options will be 

fully vested on 9 August 2016, provided however that all those Remaining Options, to the extent 

not yet vested in accordance with the above schedule, shall become vested immediately if (i) 

the Service Contract is terminated by the Company without cause by payment of termination 

compensation to Mr. Sum Pui Ying or (ii) the employment of Mr. Sum Pui Ying under the 

Service Contract lapses automatically by reason of his not being re-elected as a Director at any 

general meeting of the Company. As the first anniversary of 9 August 2013 has already passed, 

a further 4,000,000 shares options have been vested. Therefore, as at the Latest Practicable Date, 

a total of 8,000,000 share options were vested in Mr. Sum Pui Ying pursuant to the terms of the 

Service Contract.

2. The letter “L” denotes a long position in the Ordinary Shares.
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Long position in the shares of associated corporation(s) of the Company

As at the Latest Practicable Date, the interests of the Directors in the shares of Sino-

Ocean Land (being the associated corporation of the Company) were as follow:

Name of Directors Capacity
Number of shares in 

Sino-Ocean Land

Approximate 
percentage of interest 

in the issued share 
capital of Sino-Ocean 
Land as at the Latest 

Practicable Date

LI Ming Beneficial Owner

Founder of 

discretionary trust

Beneficiary of trust

3,127,000 (L)

127,951,178 (L)

(Note 1)

3,808,300 (L)

(Note 2)

Total:

134,886,478 (L)

0.042%

1.711%

0.051%

1.804%

SUM Pui Ying Beneficial Owner 1,621,000 (L) 0.022%

LI Zhenyu Beneficial Owner 386,400 (L) 0.005%

LI Hongbo Beneficial Owner 300 (L) negligible

Notes:

1. The 127,951,178 shares in Sino-Ocean Land are held by a discretionary trust of which Mr. LI 

Ming is a founder.

2. The 3,808,300 shares in Sino-Ocean Land are held by a discretionary trust of which Mr. LI Ming, 

his spouse and his son are the beneficiaries.

3. The letter “L” denotes a long position in the shares in Sino-Ocean Land.

Long position in the underlying shares of equity derivatives of associated corporation(s) of 
the Company

Sino-Ocean Land has adopted two schemes for the benefits of eligible directors and 

employees of the Sino-Ocean Land Group in order to provide an incentive for directors and 

employees of the Sino-Ocean Land Group.
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One of the schemes is the restricted share award scheme adopted by Sino-Ocean Land on 

22 March 2010 (the “Adoption Date”) as an incentive to retain and encourage the employees 

of the Sino-Ocean Land Group for the continual operation and development of the Sino-Ocean 

Land Group. Pursuant to the restricted share award scheme, shares up to 3% of the issued share 

capital of Sino-Ocean Land as at the Adoption Date shall be purchased by the trustee from 

the market out of cash contributed by the Sino-Ocean Land Group and be held in trust for the 

relevant selected employees until such shares are vested with the relevant selected employees 

in accordance with the provisions of the restricted share award scheme.

The other scheme is the share option scheme of Sino-Ocean Land, which is valid and 

effective for a period of 10 years until 27 September 2017, unless it is terminated earlier in 

accordance with the provisions of such share option scheme. This scheme was adopted for the 

purpose of providing an incentive for employees of the Sino-Ocean Land Group to work with 

commitment towards enhancing the value of Sino-Ocean Land and to compensate employees of 

the Sino-Ocean Land Group for their contribution based on their individual performance. Under 

the share option scheme of Sino-Ocean Land, share options may be granted to eligible directors 

and employees of Sino-Ocean Land Group to subscribe for new shares in Sino-Ocean Land.

In respect of the restricted share award scheme of Sino-Ocean Land, the following 

Directors were granted certain share awards under the restricted share award scheme and 

were accordingly regarded as having an interest in the shares of Sino-Ocean Land (being the 

associated corporation of the Company) pursuant to the provisions of the SFO. Details of share 

awards held by them as at the Latest Practicable Date were as follows:

Name of 
Directors Capacity Date of grant

Number of shares 
in Sino-Ocean Land 

awarded but not 
yet vested as at the 
Latest Practicable 

Date 

Approximate 
percentage of 

interest in 
the issued share 

capital of 
Sino-Ocean Land 

as at the Latest 
Practicable Date

LI Ming Beneficial 

Owner

18 March 2013

18 March 2014

1,157,400 (L)

3,109,000 (L)

Total:

4,266,400 (L)

0.015%

0.042%

0.057%

SUM Pui 

Ying

Beneficial 

Owner

18 March 2013

18 March 2014

389,700 (L)

1,047,000 (L)

Total:

1,436,700 (L)

0.005%

0.014%

0.019%
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Name of 
Directors Capacity Date of grant

Number of shares 
in Sino-Ocean Land 

awarded but not 
yet vested as at the 
Latest Practicable 

Date 

Approximate 
percentage of 

interest in 
the issued share 

capital of 
Sino-Ocean Land 

as at the Latest 
Practicable Date

LI Zhenyu Beneficial 

Owner

18 March 2013

18 March 2014

97,200 (L)

196,000 (L)

Total:

293,200 (L)

0.001%

0.003%

0.004%

LI Hongbo Beneficial 

Owner

18 March 2013

18 March 2014

141,300 (L)

147,000 (L)

Total:

288,300 (L)

0.002%

0.002%

0.004%

Note: The letter “L” denotes a long position in the shares in Sino-Ocean Land.

Regarding the share option scheme adopted by Sino-Ocean Land, the following Directors 

had been granted share options to subscribe for shares in Sino-Ocean Land and were accordingly 

regarded as interested in the underlying shares of Sino-Ocean Land (being the associated 

corporation of the Company) pursuant to the provisions of the SFO. Details of the share options 

of Sino-Ocean Land held by them as at the Latest Practicable Date were as follows:

Name of DirectorsCapacity
Date of grant of 
share options

Exercise 
period

Number of 
shares in Sino-

Ocean Land over 
which options 

are exercisable 
as at the Latest 

Practicable Date

Exercise price 
per share

HK$

Approximate 
percentage 

of interest of 
such share 

options held as 
at the Latest 

Practicable Date 
relative to the 

issued share 
capital of Sino-
Ocean Land as 

at the Latest 
Practicable 

Date
(Note 2)

LI Ming Beneficial 

Owner

12 January 2012  (Note 1) 6,280,000 (L) 3.57  0.084%
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Name of DirectorsCapacity
Date of grant of 
share options

Exercise 
period

Number of 
shares in Sino-

Ocean Land over 
which options 

are exercisable 
as at the Latest 

Practicable Date

Exercise price 
per share

HK$

Approximate 
percentage 

of interest of 
such share 

options held as 
at the Latest 

Practicable Date 
relative to the 

issued share 
capital of Sino-
Ocean Land as 

at the Latest 
Practicable 

Date
(Note 2)

SUM Pui Ying Beneficial 

Owner

12 January 2012  (Note 1) 2,330,000 (L) 3.57  0.031%

LI Zhenyu Beneficial 

Owner

12 January 2012 (Note 1) 781,000 (L) 3.57  0.010%

LI Hongbo Beneficial 

Owner

12 January 2012  (Note 1) 363,000 (L) 3.57 0.005%

Notes:

1. Exercisable from 12 January 2013 to 11 January 2017.

2. All the above share options of Sino-Ocean Land granted are exercisable within a five-year period 

in which 40% of the options become exercisable 1 year from the grant date; 70% of the options 

become exercisable 2 years from the grant date; and all options become exercisable 3 years from 

the grant date.

3. The letter “L” denotes a long position in the shares in Sino-Ocean Land.

As at the Latest Practicable Date, save as disclosed above, none of the Directors and 

chief executive of the Company had any interests or short positions in the shares, underlying 

shares or debentures of the Company or any of its associated corporations (within the meaning 

of Part XV of the SFO) which were required (i) to be notified to the Company and the Stock 

Exchange pursuant to the provisions of Divisions 7 and 8 of Part XV of the SFO (including 

interests or short positions which they were taken or deemed to have under such provisions of 

the SFO); or (ii) pursuant to section 352 of Part XV of the SFO, to be entered in the register 

referred to therein; or (iii) pursuant to the Model Code for Securities Transactions by Directors 

of Listed Issuers contained in Appendix 10 to the Listing Rules to be notified to the Company 

and the Stock Exchange.
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3. SUBSTANTIAL SHAREHOLDERS’ INTEREST IN SECURITIES

As at the Latest Practicable Date, so far as is known to the Directors, the following persons, 

other than a Director or chief executive of the Company, had interests or short positions in the 

Ordinary Shares and/or underlying Ordinary Shares which would fall to be disclosed to the Company 

under the provisions of Divisions 2 and 3 of Part XV of the SFO.

Name
Nature of 
interest/capacity

Number of 
Ordinary Shares/

underlying 
Ordinary Shares

Approximate 
percentage of 

the issued share 
capital of the 

Company
as at the Latest

Practicable Date

Sino-Ocean Land Interest of controlled 

corporations (Note 2)

1,612,504,625 (L) 359.85%

Shine Wind 

Development Limited

Interest of controlled 

corporations (Note 2)

1,612,504,625 (L) 359.85%

Faith Ocean 

International Limited

Interest of controlled 

corporations (Note 2)

1,612,504,625 (L) 359.85%

Sino-Ocean Land (Hong 

Kong) Limited

Interest of controlled 

corporations (Note 2)

1,612,504,625 (L) 359.85%

Grand Beauty 

Management Limited, 

being the Subscriber

Beneficial owner

Beneficial owner

312,504,625 (L)

1,300,000,000 (L)

(Note 1)

Total:

1,612,504,625 (L)

69.74%

290.11%

359.85%

Notes:

1. These shares represent the 1,300,000,000 underlying Ordinary Shares which may be allotted and issued 

to the Subscriber upon exercise in full the conversion rights attaching to the 1,300,000,000 Convertible 

Preference Shares to be issued by the Company pursuant to the Subscription Agreement which is subject 

to, amongst others, the approval by the Independent Shareholders at the EGM.

2. The Subscriber was wholly owned by Sino-Ocean Land (Hong Kong) Limited. Sino-Ocean Land (Hong 

Kong) Limited was wholly owned by Faith Ocean International Limited which was in turn wholly 

owned by Shine Wind Development Limited. Shine Wind Development Limited was wholly owned 

by Sino-Ocean Land. In view of their respective direct or indirect 100% shareholding interest in the 

Subscriber, each of Sino-Ocean Land (Hong Kong) Limited, Faith Ocean International Limited, Shine 

Wind Development Limited and Sino-Ocean Land was deemed under the SFO to be interested in the 

1,612,504,625 Ordinary Shares in which the Subscriber was interested.
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3. The letter “L” denotes a long position in the Ordinary Shares or underlying Ordinary Shares.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors and the chief 

executive of the Company was aware of any other person (other than a Director or chief executive 

of the Company) or corporation which had an interest or short position in the Ordinary Shares or 

underlying Ordinary Shares which would fall to be disclosed to the Company under the provisions of 

Divisions 2 and 3 of Part XV of the SFO.

4. DIRECTORS’ SERVICE CONTRACTS

Mr. Sum Pui Ying and the Company entered into a director’s service contract on 15 August 

2013 (the “Service Contract”) for a fixed term of three years. Mr. Sum is entitled to a fixed salary 

of HK$3,000,000 per annum and an annual bonus equivalent to 5% of the audited consolidated net 

profit after tax of the Group for the immediate preceding financial year of the Company with such 

annual bonus to accrue on a daily basis. The terms of the service contract also provided for the grant 

of share options to Mr. Sum to subscribe for a total of 16,000,000 Ordinary Shares at an exercise 

price of HK$0.96 per Ordinary Share subject to the terms and conditions of the Company’s share 

option scheme dated 23 June 2011 and the terms and conditions of the offer letter issued by the 

Company to Mr. Sum for the grant of such share options. The Service Contract may be terminated 

by the Company without cause before expiration of its fixed term provided that the Company shall 

pay to Mr. Sum a termination compensation which is equivalent to the higher of: (a) the emoluments 

(comprising salary and annual bonus) payable by the Company to Mr. Sum for the remainder of the 

term; or (b) one year’s emoluments (comprising salary and annual bonus) payable by the Company to 

Mr. Sum. If Mr. Sum ceases to be a Director by reason of his not being re-elected as a Director at the 

annual general meeting of the Company held next after the commencement of his employment or at 

any general meeting of the Company at which he is to retire by rotation, in addition to his entitlement 

to fixed salary and annual bonus calculated up to the date of such termination, Mr. Sum is also 

entitled to a termination compensation payable by the Company which is equivalent to the higher of: 

(a) the emoluments (comprising salary and annual bonus) payable by the Company to Mr. Sum for the 

remainder of the term; or (b) one year’s emoluments (comprising salary and annual bonus) payable 

by the Company to Mr. Sum. Details of the Service Contract are set out in the announcement of the 

Company dated 9 August 2013 and the circular of the Company dated 23 August 2013.

Save for the above, as at the Latest Practicable Date, none of the Directors had entered, or 

proposed to enter into a service contract or service agreement with any member of the Group which is 

not determinable by the Group within one year without payment of compensation, other than statutory 

compensation.

5. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors and their respective close associates 

(as defined in the Listing Rules) was interested in any business apart from the business of the Group, 

which competes or is likely to compete, either directly or indirectly, with the business of the Group.
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6. DIRECTORS’ INTEREST IN ASSETS/CONTRACTS AND OTHER INTERESTS

As at the Latest Practicable Date:

(a) none of the Directors was materially interested in any contract or arrangement subsisting 

as at the Latest Practicable Date which is significant in relation to the business of the 

Group; and

(b) none of the Directors had any direct or indirect interest in any assets which had 

been, since 31 December 2013 (being the date to which the latest published audited 

consolidated financial statements of the Group were made up), acquired, disposed of by, 

or leased to any member of the Group, or were proposed to be acquired, disposed of by, 

or leased to any member of the Group.

7. LITIGATION

As at the Latest Practicable Date, no member of the Group was engaged in any litigation or 

claims of material importance and there is no litigation or claims of material importance known to the 

Directors to be pending or threatened against any member of the Group.

8. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, save for the loss incurred attributable to the Shareholders 

of approximately HK$18,027,000 for the six months ended 30 June 2014 as disclosed in the 2014 

interim report of the Company, the Directors were not aware of any material adverse change in the 

financial or trading position of the Group since 31 December 2013, being the date to which the latest 

published audited consolidated financial statements of the Group were made up.

9. EXPERT AND CONSENT

The following is the qualifications of the expert who has given its opinion or advice which is 

contained in this circular:

Name Qualifications

First Shanghai Capital Limited A licensed corporation under the SFO to carry out 

Type 6 (advising on corporate finance) regulated 

activity under the SFO, which is the independent 

financial adviser to the Independent Board Committee 

and the Independent Shareholders
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As at the Latest Practicable Date, the Independent Financial Adviser (i) had no shareholding in 

any member of the Group and did not have any right, whether legally enforceable or not, to subscribe 

for or to nominate persons to subscribe for securities in any member of the Group; (ii) had no direct 

or indirect interest in any assets which had been, since 31 December 2013 (being the date to which 

the latest published audited consolidated financial statements of the Group were made up), acquired, 

disposed of by, or leased to any member of the Group, or were proposed to be acquired, disposed 

of by, or leased to any member of the Group; and (iii) has given and has not withdrawn its written 

consent to the issue of this circular with the inclusion of its letter and the reference to its name 

included herein in the form and context in which it appears.

10. GENERAL

(a) The registered office and head office of the Company is Room 3902, 39th Floor, Tower 

One, Lippo Centre, No. 89 Queensway, Hong Kong.

(b) The share registrar and transfer office of the Company in Hong Kong is Tricor Standard 

Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

(c) The company secretary of the Company is Ms. YUE Pui Kwan, who is an associate 

member of The Institute of Chartered Secretaries and Administrators and an associate 

member of The Hong Kong Institute of Company Secretaries.

(d) In case of inconsistency, the English text of this circular shall prevail over its Chinese 

text.

11. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal business 

hours at Room 3902, 39th Floor, Tower One, Lippo Centre, No. 89 Queensway, Hong Kong up to and 

including the date which is 14 days from the date of this circular:

(a) the Service Contract referred to in the paragraph headed “Directors’ service contracts” in 

this appendix;

(b) the Subscription Agreement (which includes the supplemental agreement thereto dated 24 

November 2014 entered into between the Company and the Subscriber);

(c) the letter from the Independent Board Committee to the Independent Shareholders, the 

text of which is set out on pages 19 to 20 of this circular;

(d) the letter from the Independent Financial Adviser to the Independent Board Committee 

and the Independent Shareholders, the text of which is set out on pages 21 to 50 of this 

circular; and

(e) the written consent of the expert referred to in paragraph headed “Expert and consent” in 

this appendix; and

(f) this circular.
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Gemini Investments (Holdings) Limited
盛洋投資（控股）有限公司
(Incorporated in Hong Kong with limited liability)

(Stock Code: 174)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the “Meeting”) of 

Gemini Investments (Holdings) Limited (the “Company”) will be held at United Conference Centre, 

10/F., United Centre, 95 Queensway, Admiralty, Hong Kong on Tuesday, 23 December 2014 at 

10:30 a.m. to consider and, if thought fit, pass the following resolution numbered 1 as an ordinary 

resolution and the following resolution numbered 2 as a special resolution of the Company:

ORDINARY RESOLUTION

1. “THAT conditional upon the passing of the special resolution numbered 2 set out in the notice 

convening the Meeting (the “Special Resolution”):

(a) the subscription agreement dated 26 October 2014, as amended by a supplemental 

agreement thereto dated 24 November 2014, entered into between Grand Beauty 

Management Limited ( the “Subscriber”) and the Company (col lec t ively the 

“Subscription Agreement”) in relation to the subscription by the Subscriber of a 

total of 1,300,000,000 non-voting convertible preference shares in the share capital 

of the Company (which will have attached thereto the rights and restrictions as set 

out in the new articles of association of the Company to be adopted pursuant to the 

Special Resolution (including the Article 5A of such new articles of association of the 

Company)) (the “Convertible Preference Share(s)”) at a subscription price of HK$3 per 

Convertible Preference Share (a copy of which has been produced to the Meeting marked 

“A” and initialed by the Chairman of the Meeting for the purpose of identification) and 

the transactions contemplated thereunder be and are hereby approved, confirmed and 

ratified;

(b) the allotment and issue of the 1,300,000,000 Convertible Preference Shares to the 

Subscriber pursuant to the terms and conditions of the Subscription Agreement be and is 

hereby approved and the directors of the Company be and are hereby authorised to take 

all steps necessary to allot and issue the Convertible Preference Shares, and to allot and 

issue the new ordinary shares of the Company which may fall to be allotted and issued 

upon the exercise of the conversion rights attached to the 1,300,000,000 Convertible 

Preference Shares, in accordance with the articles of association of the Company; and
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(c) the directors of the Company be and are hereby authorised to do all such further acts 

and things, negotiate, approve, agree, sign, initial, ratify and/or execute such further 

documents and take all steps which may be in their opinion necessary, desirable or 

expedient to implement and/or give effect to the terms of the Subscription Agreement 

and the transactions contemplated thereunder.”

SPECIAL RESOLUTION

2. “THAT the new articles of association of the Company (a copy of which has been produced 

to the Meeting marked “B” and initialed by the Chairman of the Meeting for the purpose of 

identification) be and are hereby approved and adopted as the articles of association of the 

Company in substitution for and to the exclusion of the articles of association of the Company 

in force immediately before the passing of this special resolution and THAT any one director 

of the Company or the company secretary of the Company be and is hereby authorised to 

do all things necessary to effect and record the adoption of the Company’s new articles of 

association.”

Yours faithfully,

By order of the Board

Gemini Investments (Holdings) Limited
LAI Kwok Hung, Alex

Executive Director

Hong Kong, 27 November 2014

Notes:

(a) A member entitled to attend and vote at the Meeting may appoint a proxy or, if holding two or more shares, 

more than one proxy to attend, and speak and vote at, the Meeting or any adjournment thereof (as the case may 

be) on his behalf. If a member appoints more than one proxy, he must specify the number of shares each proxy 

is appointed to represent. A proxy need not be a member of the Company.

(b) To be valid, the form of proxy together with the power of attorney or other authority, if any, under which it is 

signed, or a notarially certified copy thereof must be deposited at the Company’s share registrar, Tricor Standard 

Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not less than 48 hours before the 

time fixed for holding the Meeting or adjournment thereof (as the case may be).

(c) The register of members of the Company will be closed from Monday, 22 December 2014 to Tuesday, 23 

December 2014, both days inclusive, during which period no transfer of shares will be registered. The record 

date will be Tuesday, 23 December 2014. In order to determine the identity of shareholder(s) who is entitled to 

attend and vote at the Meeting, all transfers accompanied by the relevant share certificates must be lodged with 

the Company’s share registrar, Tricor Standard Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, 

Hong Kong not later than 4:30 p.m. on Friday, 19 December 2014.

(d) Where there are joint registered holders of any share, any one of such persons may vote at any Meeting, either 

personally or by proxy, in respect of such share as if he were solely entitled thereto; but if more than one of 

such joint holders be present at any Meeting personally or by proxy, that one of the said persons so present 

whose name stands first on the register of members of the Company in respect of such share(s) shall alone be 

entitled to vote in respect thereof.
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As at the date of this notice, the directors of the Company are as follow:

Executive Directors: Non-executive Directors: Independent non-executive Directors: 

Mr. SUM Pui Ying Mr. LI Ming Mr. LAW Tze Lun

Mr. LI Zhenyu Mr. LI Hongbo Mr. LO Woon Bor, Henry

Mr. LAI Kwok Hung, Alex Mr. ZHENG Yun
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